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AUTHORITY

Section 23G-13, Hawaii Revised Statutes, provides as follows:

Publishing of session laws. As soon as possible after the close of each
session of the legislature, the revisor of statutes shall prepare for publication all laws
duly enacted at such session, arranged in the order of their becoming law, together
with a suitable index and tables showing what general statutes have been affected by
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PREFACE

This volume contains all the laws of the Regular Session and Special Session
of 1995. The text of the laws as enacted is followed except for obvious typographical
errors, which have been corrected; and the text is printed in full except for laws
repealing existing statutes.

As authorized by HRS §23G-16.5, amendatory legislation contains brackets
(designating matter deleted from statutes) or underscoring (designating new matter
added). However, the text is edited to omit the bracketed matter for HRS sections
repealed in their entirety and to delete the underscoring from new HRS sections.

Explanatory notes appear at the end of the corresponding laws. The notes
clarify editorial changes and inconsistencies in text.

Wendell K. Kimura
Revisor of Statutes
Honolulu, Hawaii
July 1, 1995
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Session Laws of Hawaii
Passed By The
Eighteenth State Legislature
Regular Session
1995

ACT 1 S.B.NO. 1

A Bill for an Act Making Appropriations to Provide for the Expenses of the
Legislature, the Legislative Auditor, the Legislative Reference Bureau, and
the Ombudsman.

Be It Enacted by the Legislature of the State of Hawaii:

SECTION 1. There is appropriated out of the general revenues of the State of
Hawaii the sum of $5,066,594, or so much thereof as may be necessary, for
defraying any and all session and nonsession expenses of the Senate up to and
including June 30, 1996, including, but not limited to, the 1995 regular session,
Eighteenth Legislature of the State of Hawaii, and pre-session expenses and the
expenses of any committee or committees established during the interim between the
1995 and 1996 regular sessions.

SECTION 2. There is appropriated out of the general revenues of the State of
Hawaii the sum of $6,975,848, or so much thereof as may be necessary, for
defraying any and all session and nonsession expenses of the House of Representa-
tives up to and including June 30, 1996, including, but not limited to, the 1995
regular session, Eighteenth Legislature of the State of Hawaii, and pre-session
expenses and the expenses of any committee or committees established during the
interim between the 1995 and 1996 regular sessions.

SECTION 3. Payment of expenses of the Senate during the interim between
the 1995 and 1996 regular sessions shall be made only with the approval of the
President of the Senate, and payment of expenses of the House of Representatives
during the interim between the 1995 and 1996 sessions shall be made only with the
approval of the Speaker of the House of Representatives.

SECTION 4. Before January 17, 1996, the Senate and House of Representa-
tives shall have their accounts audited and a full report of such audit shall be
presented to the Senate and to the House of Representatives of the Legislature
convening on January 17, 1996.

SECTION 5. The expenses of any member of the Legislature while traveling
abroad on official business of the Legislature shall not be limited by the provisions
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of section 78-15, Hawaii Revised Statutes, or by any other general statute. Until
otherwise prescribed by law, the expenses of such member shall be $130 a day as
authorized by the President of the Senate and the Speaker of the House of Represen-
tatives, respectively.

SECTION 6. There is appropriated out of the general revenues of the State of
Hawaii the sum of $2,787,360, to the office of the legislative auditor for the
following expenses: (a) the sum of $2,019,850, or so much thereof as may be
necessary, for defraying the expenses of the office of the legislative auditor during
the fiscal year 1995-1996; (b) the sum of $667,760, or so much thereof as may be
necessary for defraying the expenses of the office of the state ethics commission
during the fiscal year 1995-1996; and (c) the sum of $150,000, or so much thereof as
may be necessary during the fiscal year 1995-1996, for (1) performing special
studies, (2) improving capabilities for planning, programming and budgeting, (3)
fulfilling other special requests made of the legislative auditor by the Legislature or
jointly by the President of the Senate and the Speaker of the House of Representa-
tives, (4) legislative studies and for contractual services for those studies, and (5)
such other purposes as may be determined by the joint action of the President of the
Senate and the Speaker of the House of Representatives.

SECTION 7. There is appropriated out of the general revenues of the State of
Hawaii the sum of $2,196,953, to the legislative reference bureau, or so much
thereof as may be necessary, for defraying the expenses of the legislative reference
bureaun during the fiscal year 1995-1996, including equipment relating to computer
systems programming and operations.

SECTION 8. There is appropriated out of the general revenues of the State of
Hawaii the sum of $728,330, or so much thereof as may be necessary, to the office of
the ombudsman for defraying the expenses of the office during the fiscal year 1995-
1996.

SECTION 9. There is appropriated out of the general revenues of the State of
Hawaii the following sums, or so much thereof as may be necessary, for defraying
the expenses of the legislative information system (known as ‘“‘SHADOW’’): (a)
$600,000 to the Senate; and (b) $600,000 to the House of Representatives. This
appropriation shall be utilized to pay for hardware, software, consultant, installation,
material, supply, and other related costs associated with the legislative information
system which have been or will be incurred. This appropriation shall take effect
upon its approval and shall not lapse until June 30, 1996.

SECTION 10. As of the close of business on June 30, 1996, the unexpended
or unencumbered balance of any appropriation made by this Act shall lapse into the
general fund.

SECTION 11. Each section of this Act is declared to be severable from the
remainder of this Act.

SECTION 12. This Act shall take effect upon its approval.
(Approved February 1, 1995.)
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ACT 2 S.B. NO. 1596

A Bill for an Act Making an Emergency Appropriation for the State Workers’
Compensation Program.

Be It Enacted by the Legislature of the State of Hawaii:

SECTION 1. This Act is recommended by the governor for immediate
passage in accordance with section 9 of Article VII of the Constitution of the State of
Hawaii.

SECTION 2. Act 289, Session Laws of Hawaii 1993, appropriated
$13,968,213 to the department of human resources for paying any claims against the
State as required under chapter 386, Hawaii Revised Statutes, for the fiscal period
beginning July 1, 1994, and ending June 30, 1995.

A critical funding emergency exists. The state workers’ compensation fund
will be exhausted by February 26, 1995, and the department will be unable to meet
its fiscal obligation to provide for the health and welfare of state employees.

The purpose of this Act is to appropriate moneys to allow the State to meet its
fiscal obligations under chapter 386, Hawaii Revised Statutes. ~

SECTION 3. There is appropriated out of the general revenues of the State of
Hawaii the sum of $5,531,787, or so much thereof as may be necessary for fiscal
year 1994-1995, for the payment of claims against the State as required by chapter
386, Hawaii Revised Statutes.

SECTION 4. The sum appropriated shall be expended by the department of
human resources development.

SECTION 5. This Act shall take effect upon its approval.
(Approved March 20, 1995.)

ACT 3 S.B. NO. 1682

A Bill for an Act Making Emergency Appropriations for the Payment Programs.
Be It Enacted by the Legislature of the State of Hawaii:

SECTION 1. This Act is recommended by the governor for immediate
passage in accordance with Section 9 of Article VII of the Constitution of the State
of Hawaii.

SECTION 2. Act 252, Session Laws of Hawaii 1994, appropriated or
authorized specific amounts of funds to the department of human services to provide
funds for the payment programs under the family and adult services division for the
fiscal period beginning July 1, 1994 and ending June 30, 1995.

A critical funding emergency exists. The payment programs will expend all
appropriated funds before the end of the current fiscal year and the department will
be unable to meet its fiscal obligation to provide financial assistance to needy
individuals and families. The increase in caseload is the primary contributing factor
to this financial situation. The general assistance caseload for the first month of
fiscal year 1994-1995 increased in excess of eleven per cent over the fiscal year

3



ACT 4

1993-1994 average monthly caseload. The aid to families with dependent children
caseload for the first month of fiscal year 1994-1995 increased in excess of five per
cent over the fiscal year 1993-1994 average monthly caseload. '

The purpose of this Act is to appropriate or authorize moneys to prevent the
reduction or discontinuance of financial assistance payments to needy individuals
and families under the payment programs.

SECTION 3. There are appropriated or authorized out of the funding sources
indicated below the following sums, or so much thereof as may be necessary for
fiscal year 1994-1995, to be expended for the following programs:
HMS 201, Payments to ‘Assist Families with Dependent Children
General Funds: $4,060,557
Federal Funds: $4,060,557

HMS 204, Other General Assistance Payments
General Funds: $4,690,498

SECTION 4. The sums appropriated or authorized shall be expended by the
department of human services for the purposes of this Act. Any unexpended or
unencumbered balances of any appropriation made by this Act as of the close of
business on June 30, 1995 shall lapse into the appropriate fund.

SECTION 5. This Act shall take effect upon its approval.
(Approved March 20, 1995.)

ACT 4 S.B. NO. 1690

A Bill for an Act Making Emergency Appropriations for Operating Expenses for the
State Medical Assistance Program.

Be It Enacted by the Legislature of the State of Hawaii:

SECTION 1. This Act is recommended by the governor for immediate
passage in accordance with Section 9 of Article VII of the Constitution of the State
of Hawaii.

SECTION 2. Act 252, Session Laws of Hawaii 1994, appropriated a certain
designated sum to the department of human services to provide funds for the medical
assistance program under the med-QUEST division for the fiscal period beginning
July 1, 1994, and ending June 30, 1995.

A critical funding emergency exists. The medical assistance program, also
known as the Medicaid program, will expend all appropriated funds before the end
of the current fiscal year and the division will be unable to meet its fiscal obligation
to provide health and health-related services to Medicaid recipients who are Aged,
Blind or Disabled (ABD). Under the current ‘‘Fee-For-Service’’ (FES) system of
reimbursement, the increase in health care costs in Hawaii, the increase in service
utilization rate, and the growth in eligible recipients are the primary contributing
factors to this financial situation. The extent of the increase in costs was not
anticipated and reflects an unusually high escalation over the previous year.

- To prevent the reduction or discontinuance of direct medical services for our
(ABD) recipients, additional funds are urgently needed.
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SECTION 3. There are hereby appropriated or authorized from the sources
of funding indicated below the following sums, or so much thereof as may be
necessary for fiscal year 1994-1995, and to be used for health care payments to
medical providers:

General Funds: $11,000,000
Other Federal Funds: $11,000,000
provided that:

(1) All of the funds appropriated in this Act shall be allotted to the

department of human services for the medical assistance program;

(2) The department of human services’ overall budget shall not be re-

stricted in order to generate the additional appropriation.

SECTION 4. The sums appropriated shall be expended by the department of
human services for the purposes of this Act.

SECTION 5. This Act shall take effect upon its approval.
(Approved March 20, 1995.)

ACT § S.B. NO. 888

A Bill for an Act Relating to the Commission oh Sexual Orientation and the Law.

Be It Enacted by the Legislature of the State of Hawaii:

SECTION 1. The purpose of this Act is to form a new commission on sexual
orientation and the law.

SECTION 2. Act 217, Session Laws of Hawaii 1994, section 6, is repealed.
[‘“SECTION 6. There is created, effective upon approval of this Act, a
commission on sexual orientation and the law. The commission shall consist of
eleven members, ten appointed by the governor of the State of Hawaii, of which two
shall be representatives from the Hawaii Civil Rights Commission; two shall be
representatives from the American Friends Service Committee; two shall be repre-
sentatives from the Catholic Church diocese; two shall be representatives from the
Church of Latter-Day Saints; two shall be representatives from the Hawaii Equal
Rights Marriage Project; and an eleventh member, who shall be the chairperson of
the family law section of the Hawaii State Bar Association as of January 1, 1994,
who shall serve as chairperson of the commission. Should the chairperson of the
family law section of the Hawaii State Bar Association decline to serve, the
president of the senate and the speaker of the house of representatives shall choose,
at their joint discretion, a person with expertise in the law of domestic relations to
serve as chairperson of the commission. The members of the commission shall serve
without compensation and the commission shall be attached for administrative
purposes to the legislative reference bureau, which shall provide staff support to the
commission. The purpose of the commission shall be to:
(1) Examine the precise legal and economic benefits extended to opposite-
sex couples, but not to same-sex couples;
(2) Examine whether substantial public policy reasons exist to extend such
benefits to same-sex couples and the reasons therefor; and
(3) Recommend appropriate action which may be taken by the legisiature
to extend such benefits to same-sex couples.
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The commission shall submit a report on its findings to the legislature no later than
twenty days prior to the convening of the 1995 regular session.”’]

SECTION 3. There is created, effective upon approval of this Act, a commis-
sion on sexual orientation and the law. The commission shall consist of seven
members of the general public, appointed by the governor, of which two shall be
appointed from a list of nominees submitted by the speaker of the house of
representatives and two shall be appointed from a list of nominees submitted by the
president of the senate. The governor shall designate the chair of the commission.
The members of the commission shall serve without compensation and the commis-
sion shall be attached for administrative purposes to the legislative reference bureau,
which shall provide staff support to the commission. The purpose of the commission
shall be to:

(1) Examine the major legal and economic benefits extended to married

opposite-sex couples, but not to same-sex couples;

(2) Examine the substantial public policy reasons to extend or not to extend

such benefits in part or in total to same-sex couples; and

(3) Recommend appropriate action which may be taken by the legislature

to extend such benefits to same-sex couples.
The commission shall submit a report of its findings to the legislature no later than
twenty days prior to the convening of the 1996 regular session. The commission
shall cease to exist after July 1, 1996.”’

SECTION 4. Statutory material to be repealed is bracketed.

SECTION 5. This Act shall take effect upon its approval.
(Approved March 24, 1995.)

ACT 6 H.B. NO. 1971

A Bill for an Act Relating to Adulteration of Drugs and Medical Devices.
Be It Enacted by the Legislature of the State of Hawaii:

SECTION 1. Section 328-14, Hawaii Revised Statutes, is amended to read as
follows:

¢¢§328-14 Drugs or devices deemed adulterated when. A drug or device
shall be deemed to be adulterated:
(1) (A) Ifit consists in whole or in part of any filthy, putrid, or decom-
posed substance; or
(B) (i) If it has been produced, prepared, packed, or held under
insanitary conditions whereby it may have been contami-
nated with filth, or whereby it may have been rendered
injurious to health; or
(ii) If [it is a drug and] the methods used in, or the facilities or
controls used for, its manufacture, processing, packing, or
holding do not conform to or are not operated or adminis-
tered in conformity with- current good manufacturing prac-
tice to assure that the drug or device meets the requirements
of this part as to safety and has the identity and strength, and
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meets the quality and purity characteristics[,] which it pur-
ports or is represented to possess; or
(C) If [itis a drug and] its container is composed, in whole or in part,
of any poisonous or deleterious substance which may render the
contents injurious to health; or
D) If:

(i) It [is a drug that] bears or contains, for purposes of coloring
only, a color additive which is unsafe within the meaning of
the Federal Act; or

(i) It is a color additive, the intended use of which [in or on
drugs] is for purposes of coloring only, and is unsafe within
the meaning of the Federal Act;

If it purports to be or is represented as a drug the name of which is
recognized in an official compendium, and its strength differs from, or
its quality or purity falls below, the standard set forth in the
compendium. Such a determination as to strength, quality, or purity
shall be made in accordance with the tests or methods of assay set forth
in the compendium, or in the absence of or inadequacy of [such] these
tests or methods of assay, those prescribed under authority of the
Federal Act. No drug defined in an official compendium shall be
deemed to be adulterated under this paragraph because it differs from
the standard of strength, quality, or purity therefor set forth in the
compendium, if its difference in strength, quality, or purity from [such]
that standard is plainly stated on its label. Whenever a drug is recog-
nized in both the United States Pharmacopoeia and the Homeopathic
Pharmacopoeia of the United States it shall be subject to the require-
ments of the United States Pharmacopoeia unless it is labeled and
offered for sale as a homeopathic drug, in which case it shall be subject
to the Homeopathic Pharmacopoeia of the United States and not those
of the United States Pharmacopoeia;

If it is not subject to paragraph (2) [of this section] and its strength
differs from, or its purity or quality falls below, that which it purports or
is represented to possess;

If it is a drug and any substance has been (A) mixed or packed
therewith so as to reduce its quality or strength; or (B) substituted
wholly or in part therefor.”’

SECTION 2. Statutory material to be repealed is bracketed. New statutory
material is underscored.

SECTION 3. This Act shall take effect upon its approval.
(Approved March 30, 1995.)

ACT 7 S.B. NO. 1566

A Bill for an Act Relating to Conformity to the Internal Revenue Code.

Be It Enacted by the Legislature of the State of Hawaii:

SECTION 1. Section 235-2.3, Hawaii Revised Statutes, is amended by
amending subsection (a) to read as follows:
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¢§235-2.3 Conformance to the federal Internal Revenue Code; general
application.! (a) For all taxable years beginning after December 31, [1993,] 1994, as
used in this chapter ‘“Internal Revenue Code’” means subtitle A, chapter 1 of the
federal Internal Revenue Code of 1954 as amended as of December 31, [1993,]
1994, as it applies to the determination of gross income, adjusted gross income,
ordinary income and loss, and taxable income except those provisions of the Internal
Revenue Code and federal Public Law which pursuant to this chapter, this section,
and sections 235-2.4 and 235-2.5 do not apply or are otherwise limited in applica-
tion; provided that section 1202 (with respect to deductions for capital gains) of the
Internal Revenue Code of 1954 as amended as of December 31, 1986, shall be
operative for the purposes of this chapter until March 31, 1987, and shall apply to
any capital gains properly taken before April 1, 1987, except that the deduction
provided in section 1202(a) shall be fifty-five per cent of the net capital gain.

Sections 235-2, 235-2.1, and 235-2.2 shall continue to be used to determine
(1) the basis of property, if a taxpayer first determined the basis of property in a
taxable year to which such sections apply, and if such determination was made
before January 1, 1978, and (2) gross income, adjusted gross income, ordinary
income and loss, and taxable income for a taxable year to which such sections apply
where such taxable year begins before January 1, 1978.”

SECTION 2. Statutory material to be repealed is bracketed. New statutory
material is underscored.

SECTION 3. This Act, upon its approval, shall apply to taxable years
beginning after December 31, 1994.

(Approved March 30, 1995.)

Note

1. So in original.

ACT 8 S.B. NO. 1692

A Bill for an Act Relating to the Members of the Hawaii Housing Authority.
Be It Enacted by the Legislature of the State of Hawaii:

SECTION 1. Section 356-5, Hawaii Revised Statutes, is amended by amend-
ing subsection (b) to read as follows:

“‘(b) The authority shall consist of eight members of whom six shall be
public members appointed by the governor as provided in section 26-34. Not more
than three of the public members shall be members of the same political party. Two
of the public members shall be appointed at large; the remaining public members
shall be appointed from each of the counties of Honolulu, Hawaii, Maui, and Kauai.
The director of human services and the special assistant for housing or their
respective designees shall be ex officio voting members.”’

SECTION 2. New statutory material is underscored,

SECTION 3. This Act shall take effect upon its approval.
(Approved March 30, 1995.)
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ACT 9 S.B. NO. 1594

A Bill for an Act Making an Emergency Appropriation for Public Safety.
Be It Enacted by the Legislature of the State of Hawaii:

SECTION 1. This Act is recommended by the governor for immediate
passage in accordance with section 9 of Article VII of the Constitution of the State of
Hawaii.

SECTION 2. Act 289, Session Laws of Hawaii 1993, as amended by Act
252, Session Laws of Hawaii 1994, appropriated a certain designated sum to the
department of public safety to provide funds for the operations of its progranis for
the fiscal period beginning July 1, 1994, and ending June 30, 1995.

A critical funding emergency exits. The various programs will expend all
appropriated funds before the end of the current fiscal year and the department will
be unable to meet its fiscal obligation to provide for the health and safety of the
public, staff, and clients. The increase in overtime payments is the primary contribut-
ing factor to this financial situation.

The purpose of this Act is to appropriate moneys to prevent the shutdown of
activities at our correctional facilities and the possible filing of lawsuits.

SECTION 3. There is appropriated out of the general revenues of the State of
Hawaii the sum of $4,200,507, or so much thereof as may be necessary for fiscal
year 1994-1995, for the various programs of the department of public safety.

SECTION 4. The sum appropriated shall be expended by the department of
public safety for the purposes of this Act.

SECTION 5. This Act shall take effect upon its approval.
(Approved April 5, 1995.)

ACT 10 S.B. NO. 1680

A Bill for an Act Making an Emergency Appropriation for Health.
Be It Enacted by the Legislature of the State of Hawaii:

SECTION 1. This Act is recommended by the governor for immediate
passage in accordance with Section 9 of Article VII of the Constitution of the State
of Hawaii.

SECTION 2. Act 289, Session Laws of Hawaii 1993, as amended by Act
252, Session Laws of Hawaii 1994, appropriated a certain designated sum to the
department of health to provide funds for the child and adolescent mental health
program for the fiscal period beginning July 1, 1994, and ending June 30, 1995.

A critical funding emergency exists. The program will expend all appropri-
ated funds before the end of the current fiscal year and the department will be unable
to meet its fiscal obligation to provide services to severely emotionally disturbed
children. The increase in case referrals and court-directed placements is the primary
contributing factor to this financial situation.
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The purpose of this Act is to appropriate or authorize moneys to prevent the
reduction or discontinuance of payments for services to seriously emotionally
disturbed youth.

SECTION 3. There is appropriated out of the general revenues of the State of
Hawaii the sum of $6,229,727, or so much thereof as may be necessary for fiscal
year 1994-1995, to be used for services provided to the child and adolescent mental
health program.

SECTION 4. The sum appropriated shall be expended by the department of
health for the purposes of this Act.

SECTION 5. This Act shall take effect upon its approval.
(Approved April 5, 1995.)

ACT 11 H.B. NO. 1221

A Bill for an Act Relating to Statutory Revision: Amending, Reenacting, or Re-
pealing Various Provisions of the Hawaii Revised Statutes and the Session
Laws of Hawaii for the Purpose of Correcting Errors and References,
Clarifying Language, and Deleting Obsolete or Unnecessary Provisions.

Be It Enacted by the Legislature of the State of Hawaii:

SECTION 1. Section 134-2, Hawaii Revised Statutes, is amended by amend-
ing subsection (a) to read as follows:

“‘(a) No person shall acquire the ownership of a firearm, whether usable or
unusable, serviceable or unserviceable, modern or antique, registered under prior
law or by a prior owner or unregistered, either by purchase, gift, inheritance,
bequest, or in any other manner, whether procured in the State or imported by mail,
express, freight, or otherwise, until the person has first procured from the chief of
police of the county of {[]the person’s place of business or, if there is no place of
business, the person’s residence or, if there is neither place of business nor residence,
the person’s place of sojourn,[]] a permit to acquire the ownership of a fircarm as
prescribed in this section; provided that when title to any firearm is acquired by
inheritance or bequest, the foregoing permit shall be obtained before taking posses-
sion of a firearm.”’

SECTION 2. Section 155-14, Hawaii Revised Statutes, is amended by
amending subsection (a) to read as follows:

‘‘(a) There is created a special fund to be known as the agriculture loan
revolving fund, from which moneys shall be loaned by the department of agriculture
under this chapter. The department, by its board of agriculture, may transfer moneys
from the agriculture loan revolving fund to [the agricultural products revolving fund
or] the aquaculture loan revolving fund, from which moneys shall be disbursed by
the department pursuant to [chapters 153 and] chapter 219, [respectively,] and may
transfer moneys from [those] that revolving [funds] fund to the agriculture loan
revolving fund for disbursement pursuant to this chapter; provided that:

(1) The amount of moneys transferred shall not exceed $1,000,000 for each

revolving fund within the calendar year;
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(2) Twenty days prior to the convening of each regular session of the
legislature, the department shall report to the legislature all transfers
that were made [among] between the agriculture loan revolving fund][,
the agricultural products revolving fund,] and the aquaculture loan
revolving fund during the preceding calendar year and the balance of
each revolving fund as of December 31 of each year; and

(3) This authority to transfer moneys shall expire on June 16, 1995.”

SECTION 3. Section 171-58.5, Hawaii Revised Statutes, is amended to read
as follows:

¢§171-58.5 Prohibitions. The mining or taking of sand, dead coral or coral
rubble, rocks, soil, or other marine deposits seaward from the shoreline is prohibited
with the following exceptions:

(1) The taking from seaward of the shoreline of such materials, not in
excess of one gallon per person per day for reasonable, personal,
noncommercial use;

(2) For the replenishment or protection of public shoreline areas and adja-
cent public lands seaward of the shoreline, or construction or mainte-
nance of state approved lagoons, harbors, launching ramps or naviga-
tional channels with a permit authorized under [section 183-41;]
chapter 183C;

(3) The clearing of such materials from existing drainage pipes and canals
and from the mouths of streams including clearing for the purposes
under section 46-11.5; provided that the sand removed shall be placed
on adjacent areas unless this placement would result in significant
turbidity; or

(4) The cleaning of areas seaward of the shoreline for state or county
maintenance purposes including the purposes under section 46-12;
provided that the sand removed shall be placed on adjacent areas unless
such placement would result in significant turbidity.”’

SECTION 4. Section 183-42, Hawaii Revised Statutes, is amended to read as
follows: )

¢‘§183-42 Strip mining; prior approval of license or permit. No original .
permit or license for strip mining on land within the forest reserve boundaries shall
be issued by any officer or agency of the State without the prior approval and
concurrence of the department. In determining whether to grant or withhold such
approval, the department shall be guided by the standards set forth in [section

183-41.] chapter 183C.””

SECTION 5. Section 183-44, Hawaii Revised Statutes, is amended by
amending subsection (a) to read as follows:

‘‘(a) The board of land and natural resources shall adopt rules concerning the
application and issuance of permits for the repair, strengthening, reinforcement, and
maintenance of fishponds pursuant to [section 183-41.] chapter 183C. The rules
shall specify the extent:

(1) Ofrepairs, strengthening, reinforcement, and maintenance for which no
permit is necessary, but for which the owner shall be required to notify
the board in writing of the owner’s intent to perform them which
notification shall be submitted not less than ten days before performing
the repairs, strengthening, reinforcement, or maintenance, and for
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which receipt and lack of action by the board within the ten-day notice
period shall constitute approval;

(2) Of repairs, strengthening, reinforcement, and maintenance for which a
permit shall be required which shall be requested in writing by the
owner.”’

SECTION 6. Section 183-45, Hawaii Revised Statutes, is amended to read as
follows: ’

¢¢§183-45 Accreted land. No structure, retaining wall, dredging, grading, or
other use which interferes or may interfere with the future natural course of the
beach, including further accretion or erosion, shall be permitted on accreted land as
judicially decreed under section 501-33 or 669-1(e). This [provision] section shall
not in any way be construed to affect state or county property.

Any structure or action in violation of this [provision] section shall be
immediately removed or stopped and the property owner shall be fined in accord-
ance with section [183-41(e).] 183C-7. Any action taken to impose or collect the
penalty provided for in this [subsection] section shall be considered a civil action.”

SECTION 7. Section 188-68, Hawaii Revised Statutes, is amended by
amending subsection (a) to read as follows:

“‘(a) The intentional taking, breaking, or damaging with crowbar, chisel, or
any other implement of any rock or coral to which marine life is visibly attached or
affixed, or live stony coral of the taxonomic order, Madreporaria, including the
Fungidae or Pocilloporidae families, is prohibited except with a permit authorized
under section 187A-6 or [section 183-41] chapter 183C or by the department under
rules adopted pursuant to chapter 91 necessary for collecting marine life visibly
attached to rocks placed in the water for a commercial purpose.”

SECTION 8. Section 190D-11, Hawaii Revised Statutes, is amended by
amending subsection (b) to read as follows:

¢‘(b) The department shall process the conservation district use application
pursuant to [section 183-41] chapter 183C and rules adopted under this chapter.
Within sixty days after the submission of a conservation district use application with
a request for a lease for marine activities in state marine waters or submerged lands
and the receipt of the related environmental assessment or environmental impact
statement, the department shall issue a public notice that the application has been
received. The public notice shall describe the marine waters or submerged lands, or
both, for which application has been made, the nature of the exclusive use sought,
and the purpose for which the application has been made. The notice shall be
published on three separate days in a newspaper of general distribution in the State
and in the county nearest the marine waters or submerged lands for which applica-
tion has been made. The public notice shall invite public comment.’’

SECTION 9. Section 195F-2, Hawaii Revised Statutes, is amended by
amending the definition of ‘‘potential natural area reserve’’ to read as follows:

‘““‘Potential natural area reserve’’ means land or water areas within the
protective subzone of the conservation district established pursuant to [section
183-41,] chapter 183C, intact native natural communities identified by the heritage
program under chapter 195, and other lands or waters meeting criteria established by
the natural area reserves system commission.”’
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SECTION 10. Section 205-5.2, Hawaii Revised Statutes, is amended by
amending subsection (b) to read as follows:

*‘(b) The board’s assessment of each potential geothermal resource subzone

area shall examine factors to include, but not be limited to:

(1) The area’s potential for the production of geothermal energy;

(2) The prospects for the utilization of geothermal energy in the area;

(3) The geologic hazards that potential geothermal projects would encoun-
ter;

(4) Social and environmental impacts;

(5) The compatibility of geothermal development and potent1a1 related
industries with present uses of surrounding land and those uses per-
mitted under the general plan or land use policies of the county in
which the area is located;

(6) The potential economic benefits to be derived from geothermal devel-
opment and potential related industries; and

(7) The compatibility of geothermal development and potential related
industries with the uses permitted under [sections 183-41] chapter
183C and section 205-2, where the area falls within a conservation
district.

In addition, the board shall consider, if applicable, objectives, policies, and

guidelines set forth in part I of chapter 205A, and [the provisions of] chapter 226.’

SECTION 11. Section 205-15, Hawaii Revised Statutes, is amended to read
as follows:

¢¢§205-15 Conflict. Except as specifically provided by this chapter and the
[regulations] rules adopted thereto, neither the authority for the administration of
[the provisions of section 183-41] chapter 183C nor the authority vested in the
counties under [the provisions of] section 46-4 shall be affected.”’

SECTION 12. Section 205A-41, Hawaii Revised Statutes, is amended by
amending the definition of ‘‘board approval’’ to read as follows:

““““Board approval’’ means approval by the board of land and natural
resources pursuant to [section 183-41.] chapter 183C.”

SECTION 13. Section 205A-43.6, Hawaii Revised Statutes, is amended by
amending subsection (¢) to read as follows:

“‘(c) The authority of the board of land and natural resources to determine the
shoreline and enforce rules established under [section 183-41] chapter 183C shall
not be diminished by [a manmade] an artificial structure in violation of this part.”’

SECTION 14. Section 219-4, Hawaii Revised Statutes, is amended by
amending subsection (a) to read as follows:

‘‘(a) There is established a special fund to be known as the aquaculture loan
revolving fund from which moneys shall be loaned by the department of agriculture
under this chapter. The department, by its board of agriculture, may transfer moneys
from the aquaculture loan revolving fund to [the agricultural products revolving fund
or] the agriculture loan revolving fund, from which moneys shall be disbursed by the
department pursuant to [chapters 153 and] chapter 155, [respectively,] and may
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transfer moneys from [those] that revolving [funds] fund to the aquaculture loan
revolving fund for disbursement pursuant to this chapter; provided that:

(1) The amount of moneys transferred shall not exceed $1,000,000 for each
revolving fund within the calendar year;

(2) Twenty days prior to the convening of each regular session of the
legislature, the department shall report to the legislature all transfers
that were made [among] between the aquaculture loan revolving fund[,
the agricultural products revolving fund,] and the agriculture loan
revolving fund during the preceding calendar year and the balance of
each revolving fund as of December 31 of each year; and

(3) This authority to transfer moneys shall expire on June 16, 1995.”

SECTION 15. Section 220-1, Hawaii Revised Statutes, is amended by
amending subsection (a) to read as follows:

“‘(a) The board of land and natural resources shall adopt rules for review of
applications, and issuance of permits for aquaculture farms, pursuant to [section
183-41.] chapter 183C. The rules shall specify permitted uses; provided that all uses
endorsed by the board of agriculture pursuant to chapter 219 shall be permitted uses;
uses for which an environmental impact statement shall be necessary, pursuant to
chapter 343, as well as those actions of repair and maintenance which shall not be
subject to the permit and environmental impact statement provisions, including but
not limited to emergency repairs.”’

SECTION 16. Section 237-24.7, Hawaii Revised Statutes, is amended to
read as follows:

¢¢§237-24.7 Additional amounts not taxable. In addition to the amounts
not taxable under section 237-24, this chapter shall not apply to: .

(1) Amounts received by the operator of a hotel from the owner of the hotel
in amounts equal to and which are disbursed by the operator for
employee wages, salaries, payroll taxes, insurance premiums, and
benefits, including retirement, vacation, sick pay, and health benefits.
As used in this paragraph:

“Employee’” means employees directly engaged in the day to
day operation of the hotel and employed by the operator.

‘‘Hotel’” means an operation licensed under section 445-92.

““‘Operator’’ means any person who, pursuant to a written
contract with the owner of a hotel, operates or manages the hotel for the
owner.

““Owner’’ means the fee owner or lessee under a recorded lease
of a hotel;

(2) Amounts received by the operator of a county transportation system
operated under an operating contract with a political subdivision, where
the political subdivision is the owner of the county transportation
system. As used in this paragraph:

“‘County transportation system’’ means a mass transit system
of motorized buses providing regularly scheduled transportation within
a county.

“‘Operating contract’” or ‘‘contract’” means a contract to oper-
ate and manage a political subdivision’s county transportation system,
which provides that:

(A) The political subdivision shall exercise substantial control over
all aspects of the operator’s operation;
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(B) The political subdivision controls the development of transit
policy, service planning, routes, and fares; and

(C) The operator develops in advance a draft budget in the same
format as prescribed for agencies of the political subdivision. The
budget must be subject to the same constraints and controls
regarding the lawful expenditure of public funds as any public
sector agency, and deviations from the budget must be subject to
approval by the appropriate political subdivision officials in-
volved in the budgetary process.

““Operator’” means any person who, pursuant to an operating
contract with a political subdivision, operates or manages a county
transportation system.

“Owner’’ means a political subdivision that owns or is the
lessee of all the properties and facilities of the county transportation
system (including buses, real estate, parking garages, fuel pumps,
maintenance equipment, office supplies, etc.), and that owns all reve-
nues derived therefrom;

Surcharge taxes on rental motor vehicles imposed by chapter 251 and
passed on and collected by persons holding certificates of registration
under that chapter;

Amounts received by the operator of orchard properties from the owner
of the orchard property in amounts equal to and which are disbursed by
the operator for employee wages, salaries, payroll taxes, insurance
premiums, and benefits, including retirement, vacation, sick pay, and
health benefits. As used in this paragraph:

“‘Employee’” means an employee directly engaged in the day to
day operations of the orchard properties and employed by the operator.

““Operator’” means a producer who, pursuant to a written con-
tract with the owner of the orchard property, operates or manages the
orchard property for the owner where the property contains an area
sufficient to make the undertaking economically feasible.

“‘Orchard property’’ means any real property that is used to
raise trees with a production life cycle of fifteen years or more produc-
ing fruits or nuts having a normal period of development from the
initial planting to the first commercially saleable harvest of not less
than three years. :

““Owner’’ means a fee owner or lessee under a recorded lease of

orchard property; and
Taxes on nursing facility income imposed by chapter 346E and passed
on and collected by operators of nursing facilities.
Amounts received under property and casualty insurance policies for
damage or loss of inventory used in the conduct of a trade or business
located within the State or a portion thereof that is declared a natural
disaster area by the governor pursuant to section 209-2.”’

SECTION 17. Section 323-74, Hawaii Revised Statutes, is amended by

amending subsection (a) to read as follows:

““(a) There are established three collections revolving funds, one fund for

Maui Memorial Hospital, one fund for Hilo [Hospital,] Medical Center, and one
fund for Kona Community Hospital, to expedite the collection of patient bills and the
refunding of credit balances. Payments of bills of less than $1,000, from patients and
health insurance providers, shall be deposited into the revolving fund. Expenditures
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from the revolving fund shall be used for the purpose of making refunds of credit
balances of less than $1,000.”

SECTION 18. Section 421H-6, Hawaii Revised Statutes, is amended by
amending subsection (a) to read as follows:

““(a) At the request of any party, any dispute concerning or involving one or
more stockholders and a limited-equity housing corporation, its board of directors,
managing agent, or one or more other stockholders relating to the interpretation,
application or enforcement of this chapter or the corporation’s charter of incorpora-
tion, bylaws, or administrative rules adopted in accordance with its bylaws shall be
submitted to arbitration. The arbitration shall be conducted, unless otherwise agreed
by the parties, in accordance with the rules adopted by the real estate commission
and the provisions of chapter 658; provided that the [Horizontal] Condominium
Property Regime Rules on Arbitration of Disputes of the American Arbitration
Association shall be used until the commission adopts its rules; provided further that
where any arbitration rule conflicts with chapter 658, chapter 658 shall prevail;
provided further that notwithstanding any rule to the contrary, the arbitrator shall
conduct the proceedings in a manner which affords substantial justice to all parties;
provided further that the proceedings shall be concluded ninety days after the
commencement of the arbitration unless extended by mutual consent of the parties
involved and their counsel. The arbitrator shall be bound by rules of substantive law
and shall not be bound by rules of evidence, whether or not set out by statute, except
for provisions relating to privileged communications. The arbitrator shall permit
discovery as provided for in the Hawaii rules of civil procedure; provided that the
arbitrator may restrict the scope of such discovery for good cause to avoid excessive
delay and costs to the parties or the arbitrator may refer any matter involving
discovery to the circuit court for disposition in accordance with the Hawaii rules of
civil procedure then in effect.”’

SECTION 19. Section 514A-121, Hawaii Revised Statutes, is amended by
amending subsection (a) to read as follows:

‘‘(a) At the request of any party, any dispute concerning or involving one or
more apartment owners and an association of apartment owners, its board of
directors, managing agent, or one or more other apartment owners relating to the
interpretation, application or enforcement of chapter 514A or the association’s
declaration, bylaws, or house rules adopted in accordance with its bylaws shall be
submitted to arbitration. The arbitration shall be conducted, unless otherwise agreed
by the parties, in accordance with the rules adopted by the commission and the
provisions of chapter 658; provided that the [Horizontal] Condominium Property
Regime Rules on Arbitration of Disputes of the American Arbitration Association
shall be used until the commission adopts its rules; provided further that where any
arbitration rule conflicts with chapter 658, chapter 658 shall prevail; provided
further that notwithstanding any rule to the contrary, the arbitrator shall conduct the
proceedings in a manner which affords substantial justice to all patties. The
arbitrator shall be bound by rules of substantive law and shall not be bound by rules
of evidence, whether or not set out by statute, except for provisions relating to
privileged communications. The arbitrator shall permit discovery as provided for in
the Hawaii rules of civil procedure; provided that the arbitrator may restrict the
scope of such discovery for good cause to avoid excessive delay and costs to the
parties or the arbitrator may refer any matter involving discovery to the circuit court
for disposition in accordance with the Hawaii rules of civil procedure then in
effect.”’
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SECTION 20. Act 238, Session Laws of Hawaii 1993, is amended by
amending the prefatory language in section 1 to read as follows:

““SECTION 1. Section 31 of Act 2, First Special Session Laws of Hawaii
1986, as amended by section 2 of Act 300, Session Laws of Hawaii 1989, as
amended by section 1 of Act 62, Session Laws of Hawaii 1991, is amended to read
as follows:”’

SECTION 21. Act 281, Session Laws of Hawaii 1994, is amended by
amending section 12 to read as follows:

*“SECTION 12. This Act shall take effect upon its approval; provided that:

(1) Sections 1, 2, and 3 shall be repealed two years after the approval of
this Act; [and]

(2) On the repeal of [Sections] sections 1, 2, and 3 of this Act, [Sections]
sections 37-32 and 37-41, Hawaii Revised Statutes, are reenacted in the
form in which they read on the day before the approval of this Act[.];
and

(3) Section 4 of this Act shall take effect on June 29, 1994.>’

SECTION 22. This Act shall be amended to conform to all other acts passed
by the legislature during this regular session of 1995, whether enacted before or after
the effective date of this Act, unless the other acts specifically provide otherwise.

SECTION 23. Statutory material to be repealed is bracketed. New statutory
material is underscored.

SECTION 24. This Act shall take effect upon its approval; provided that:

(1) The amendment to section 237-24.7(5), Hawaii Revised Statutes, in
section 16 of this Act shall take effect retroactive to July 1, 1993, or the
effective date of reimbursement changes referred to in section 346E-14,
Hawaii Revised Statutes, whichever is later;

(2) The amendment to section 237-24.7(6), Hawaii Revised Statutes, in
section 16 of this Act shall take effect retroactive to May 1, 1993, and
shall be applied retroactively to September 11, 1992;

(3) Section 20 of this Act shall take effect retroactive to June 18, 1993; and

(4) Section 21 of this Act shall take effect retroactive to June 29, 1994.

(Approved April 7, 1995.)

ACT 12 H.B. NO. 1581

A Bill for an Act Relating to Adult and Community Education.
Be It Enacted by the Legislature of the State of Hawaii:

SECTION 1. Section 301-1, Hawaii Revised Statutes, is amended to read as
follows:

€¢§301-1 Adult and community education authorized. To provide in-
creased opportunity for the people of Hawaii, the department of education shall
establish and regulate a program of adult and community education of less than
college grade [to be conducted, wherever feasible, in]. The department of education
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shall provide public school buildings[,] and other facilities, and [to] use public
school equipment under conditions determined by the department, when such
equipment is needed].], for adult and community education programs.’’

SECTION 2. Statutory material to be repealed is bracketed. New statutory
material is underscored.

SECTION 3. This Act shall take effect upon its approval.
(Approved April 7, 1995.)

ACT 13 H.B. NO. 1863

A Bill for an Act Relating to Public Agency Meetings.
Be It Enacted by the Legislature of the State of Hawaii:

SECTION 1. The legislature finds that, during each month, a number of
notices of public agency meetings are filed late under the Hawaii Sunshine Law, part
1 of chapter 92, Hawaii Revised Statutes. Section 92-7, Hawaii Revised Statutes,
provides that a ‘‘board shall file the notice in the office of the lieutenant governor or
the appropriate county clerk’s office, and in the board’s office for public inspection,
at least six calendar days before the meeting.”” Emergency meetings are exempt
under section 92-8, Hawaii Revised Statutes, when ‘‘an imminent peril to the public
health, safety, or welfare requires a meeting in less time than’’ the six calendar days.
When a notice, other than a notice for an emergency meeting, is filed late, the
meeting must be rescheduled. However, section 92-7 does not expressly provide for
notification of a tardy filing of a public agency meeting notice. Consequently, boards
may hold meetings which cannot be held under the Sunshine Law.

The purpose of this Act is to ensure that meetings are not held without proper
notice.

SECTION 2. Section 92-7, Hawaii Revised Statutes, is amended to read as
follows:

¢¢§92-7 Notice. (a) The board shall give written public notice of any regular,
special, or rescheduled meeting, or any executive meeting when anticipated in
advance. The notice shall include an agenda which lists all of the items to be
considered at the forthcoming meeting, the date, time, and place of the meeting, and
in the case of an executive meeting the purpose shall be stated.

{(b) The board shall file the notice in the office of the lieutenant governor or
the appropriate county clerk’s office, and in the board’s office for public inspection,
at least six calendar days before the meeting. The notice shall also be posted at the
site of the meeting whenever feasible.

(c) If the written public notice is filed in the office of the lieutenant governor
or the appropriate county clerk’s office less than six calendar days before the
- meeting, the lieutenant governor or the appropriate county clerk shall immediately
notify the chairperson of the board, or the director of the department within which
the board is established or placed, of the tardy filing of the meeting notice. The
meeting shall be canceled as a matter of law, the chairperson or the director shall
ensure that a notice canceling the meeting is posted at the place of the meeting, and
no meeting shall be held.
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(d) No board shall change the agenda, once filed, by adding items thereto
without a two-thirds recorded vote of all members to which the board is entitled;
provided that no item shall be added to the agenda if it is of reasonably major
importance and action thereon by the board will affect a significant number of
persons. Items of reasonably major importance not decided at a scheduled meeting
shall be considered only at a meeting continued to a reasonable day and time.

[(c)] (e) The board shall maintain a list of names and addresses of persons
who request notification of meetings and shall mail a copy of the notice to such
persons at their last recorded address no later than the time the agenda is filed under
subsection (b).”’

SECTION 3. Statutory material to be repealed is bracketed. New statutory
material is underscored.

SECTION 4. This Act shall take effect on July 1, 1995.
(Approved April 7, 1995.)

ACT 14 S.B. NO. 1578

A Bill for an Act Relating to Fees Imposed by the Department of Taxation.
Be It Enacted by the Legislature of the State of Hawaii:

SECTION 1. Chapter 231, Hawaii Revised Statutes, is amended by adding a
new section to be appropriately designated and to read as follows:

€¢§231- Cost recovery fees for the administration of taxes. (a) The
department may charge and add a fee to any amount due in accordance with the
department’s duties and powers under section 231-3 for any cost or expense incurred
by the department as a result of any action taken to enforce the collection of taxes
administered under title 14, including levy, seizure, foreclosure, and other similar
acts, after the department has mailed written notice demanding payment and
advising that continued failure to pay the amount due may result in collection action,
including the imposition of fees pursuant to this section. Any such fee charged
against the taxpayer for costs, fees, and other charges, may include attorneys’ fees,
collection agency fees, court filing fees, recording fees, and similar fees, incurred by
the department in connection with the collection action.

(b) Interest shall not accrue with respect to any fee charged under this
section.

(c) Notwithstanding any other provisions provided under title 14, whenever a
taxpayer makes a partial payment of a particular delinquent amount, the amount
received by the department shall first be credited to the fees provided by this section,
in the order that the fees were charged.

(d) The department shall prescribe the procedures relating to the charging of
fees, the documents and services for which fees may be charged, and the amount of
the fees, increasing or decreasing the fees as necessary, pursuant to rules adopted
under chapter 91.”

SECTION 2. New statutory material is underscored.’
SECTION 3. This Act shall take effect upon approval.

(Approved April 7, 1995.)
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Note
1. Edited pursuant to HRS §23G-16.5.

ACT 15 S.B. NO. 1155

A Bill for an Act Relating to Business Development Corporations.
Be It Enacted by the Legislature of the State of Hawaii:

SECTION 1. Section 420-1, Hawaii Revised Statutes, is amended by amend-
ing the definition of ‘‘Pacific Islands’’ to read as follows:

“““‘Pacific Islands’’; The State of Hawaii, American Samoa, Guam, [and the
Trust Territories of the Pacific, either collectively or individually.] the Cook Islands
Easter Island, the Federated States of Micronesia, Fiji, Kiribati, the Marshall Islands,
Nauru, New Caledonia, Niue, the Northern Mariana Islands, Belau (Palau), Papua
New Guinea, Pitcairn Island, the Solomon Islands, Tokelau, Tonga, Tuvalu,
Vanuatu, Wallis and Futuna, French Polynesia, and Western Samoa.’’

SECTION 2. Statutory material to be repealed is bracketed. New statutory
material is underscored.

SECTION 3. This Act shall take effect upon its approval.
(Approved April 11, 1995.)

ACT 16 S.B. NO. 161

A Bill for an Act Relating to the University of Hawaii.
Be It Enacted by the Legislature of the State of Hawaii:

SECTION 1. Section 103D-102, Hawaii Revised Statutes, is amended by
amending subsection (b) to read as follows:

“(b) This chapter shall apply to every expenditure of public funds irrespec-
tive of their source by a governmental body as defined herein, under any contract;
provided that the expenditure of federal assistance moneys shall be in accordance
with federal requirements. This chapter shall not apply to:

(1) Grants, subsidies, or purchases of service made pursuant to chapter

42D,

(2) Employment agreements or collective bargaining agreements;

(3) The purchase of goods, services, or construction from any other gov-
ernmental body, other state governments, or the federal government,
other than the University of Hawaii bookstores;

(4) Permanent settlements, subsidies, or other claims that must be paid by
law;

(5) Contracts for expert witnesses for potential and actual litigation of legal
matters involving the State, its agencies, and its officers and employ-
ees, including administrative quasi-judicial proceedings;

(6) Works of art for museum and public display;

(7) Published books, maps, periodicals, and technical pamphlets;
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(8) Meats and foodstuffs for the Kalaupapa settlement; [and]
(9) Goods purchased by the State for commercial resale to the public[.] and
(10) Travel arrangements purchased by the University of Hawaii for its
intercollegiate athletic programs.
Nothing in this chapter or rules adopted hereunder shall prevent any governmental
body from complying with the terms and conditions of any grant, gift, bequest, or
cooperative agreement.”’

SECTION 2. Statutory material to be repealed is bracketed. New statutory
material is underscored.

SECTION 3. This Act shall take effect upon its approval.
(Approved April 17, 1995.)

ACT 17 S.B. NO. 928

A Bill for an Act Relating to Financial Services Loan Companies.

Be It Enacted by the Legislature of the State of Hawaii:

SECTION 1. Section 412:9-405, Hawaii Revised Statutes, is amended to
read as follows:

‘§412:9-405 Loans and extensions of credit fully secured by real prop-
erty. (a) For loans and extensions of credit fully secured by real property other than
unimproved raw land, a depository financial services loan company may advance,
directly or indirectly, up to and including ninety-five per cent of the appraised value
or real property evaluation required under the Federal Deposit Insurance Act and the
rules and regulations of the Federal Deposit Insurance Corporation of the real
property securing the loan and extension of credit. The principal amount of the loan
and extension of credit shall be added together with the outstanding balances of all
prior liens on the real property to determine the ninety-five per cent loan to value
ratio.

(b) For loans and extensions of credit fully secured by mortgages on unim-
proved raw land, the maximum loan-to-value ratio shall not exceed seventy per cent
of the appraised value or real property evaluation required under the Federal Deposit
Insurance Act and the rules and regulations of the Federal Deposit Insurance
Corporation of the unimproved raw land. Parcels of land with direct access by road
and served by electric power shall not be deemed unimproved raw land.

(c) Notwithstanding the provisions of subsections (a) and (b), depository
financial services loan companies, which make loans fully secured by real property
in excess of twenty per cent of their capital and surplus, shall obtain appraisals of the
real property securing those loans.”’

SECTION 2. Section 412:9-406, Hawaii Revised Statutes, is repealed.

SECTION 2.' Statutory material to be repealed is bracketed.? New statutory
material is underscored.

SECTION 3.! This Act shall take effect upon its approval.
(Approved April 17, 1995.)

21



ACT 18

Notes

1. So in original.
2. Edited pursuant to HRS §23G-16.5.

ACT 18 S.B. NO. 75

A Bill for an Act Relating to Land Exchange.
Be It Enacted by the Legislature of the State of Hawaii:

SECTION 1. The legislature finds that it is in the public interest to enter into
a land exchange with Nancy Katayama Kobayashi, aka Nancy Sumako Kobayashi,
trustee under that certain unrecorded Nancy Katayama Kobayashi revocable living
trust agreement dated October 21, 1990, a short form trust agreement of which is
filed as Land Court Document No. 2038209; Glenn Ichiro Kobayashi, husband of
Grace Rumi Kobayashi; Joseph Niro Kobayashi, unmarried; Catherine Sachiko
Ginoza, unmarried; Elizabeth Yasuko Ito, unmarried; and Christine Yoshiko
Kobayashi, single, involving private land situated at Waioli, Hanalei, Kauai, identi-
fied as TMK: (4)5-5-06:09 por., for five parcels of public land in Hanalei, Kauai,
identified as TMK: (4)5-5-06:10, (4)5-5-04:18, (4)5-5-07:26, (4)5-1-03:01, and
(4)5-1-05:07. :

The board of land and natural resources, at its meeting of October 16, 1992,
authorized the acquisition of approximately 2.87 acres of private lands for addition
to Hanalei elementary school to fulfill the needed expansion of the school.

A land exchange with Nancy Katayama Kobayashi, et al. is consistent with
the State’s educational objectives on the island of Kauai and will provide added land
to expand the facilities of Hanalei elementary school to meet the needs of its
growing student body.

SECTION 2. The eighteenth legislature approves the land exchange involv-
ing private land situated at Waioli, Hanalei, Kauai, owned by Nancy Katayama
Kobayashi, et al. and public lands situated at Hanalei, Kauai, according to section
171-50(a) and (b), Hawaii Revised Statutes.

SECTION 3. Notwithstanding section 171-50(c), Hawaii Revised Statutes,
the eighteenth legislature approves the land exchange involving private land situated
at Waioli, Hanalei, Kauai, owned by Nancy Katayama Kobayashi, et al. and public
lands situated at Hanalei, Kauai; provided that an exchange deed containing the
following items shall be executed between the. parties:

(1) The location and area of the parcels of land to be exchanged:

(2) The value of the parcels of land to be conveyed by the State and the

private parties;

(3) The name or names of the appraiser or appraisers; and

(4) The date of the appraisal, which shall be July 5, 1989, section 171-

50(c)(4), Hawaii Revised Statutes, to the contrary notwithstanding.

SECTION 4. This Act shall take effect upon its approval and shall be
repealed on June 30, 1996. '

(Approved April 18, 1995.)
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ACT 19 S.B. NO. 634

A Bill for an Act Relating to Higher Education.
Be It Enacted by the Legislature of the State of Hawaii:

SECTION 1. Section 307-2, Hawaii Revised Statutes, is amended to read as
follows:

€“§307-2 Board of directors; composition. The affairs of the research
corporation shall be under the general management and control of the board of
directors, hereinafter referred to as the ‘‘board’’. The board shall consist of [nine]
ten members. [The president and director of research of the University of Hawaii,
and the director of business, economic development, and tourism of the State, or a
designated representative, shall serve as ex officio voting members.] Five members
of the board of regents of the University of Hawaii, selected by the board of regents,
shall be members of the board for terms to be determined by the board of regents;
provided that no term shall extend beyond the term as a member of the board of
regents. The remaining [six] five members shall be appointed by the governor
pursuant to section 26-34. All the members appointed by the governor[, other than
the ex officio members,] shall serve for a term of four years, except that the governor
may reduce the terms of those initially appointed so as to provide, as nearly as can
be, for the expiration of an equal number of terms at intervals of one year, each term
commencing on July 1 and expiring on June 30. All members of the board shall
serve without pay, but shall be entitled to reimbursement for necessary expenses
while attending meetings and while in the discharge of duties and responsibilities.

The members of the board shall elect the chairperson of the board.

[If for any reason whatsoever any of the ex officio positions is eliminated or
changed in any way, the officer performing the basic functions of such ex officio
position shall qualify to serve as the ex officio voting member on the board.]”

SECTION 2. Section 307-3, Hawaii Revised Statutes, is amended to read as
follows:

¢¢§307-3 Powers of the board. The research corporation, under the direction

of the board of directors, shall have the following general powers:

(1) To adopt, amend, and repeal bylaws governing the conduct of its
business ‘and the exércise of the powers and performance of duties
granted to or imposed upon it by law.

(2) To sell, lease, rent, hold, maintain, use, and operate any property, real,
personal, or mixed, tangible or intangible, in accordance with the
conditions under which it was received.

(3) To enter into and perform such contracts, leases, cooperative agree-
ments, or other transactions with the University of Hawaii or any other
agency or political subdivision of the State, any private person, firm,
partnership, association, company, or corporation only, as it may be
necessary in the conduct of its business and on such terms as it may
deem appropriate; provided that the research corporation shall not
obligate any funds of the State except such as have been appropriated to
it. Notwithstanding the foregoing, the research corporation may enter
into and perform such contracts, leases, cooperative agreements, or
other transactions with any agency or instrumentality of the United
States, a foreign nation, a state, a territory, or a possession, or with any
political subdivision thereof, whenever the donating or granting agency
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or instrumentality determines that the university or any other agency of
[our] the State cannot as effectively and efficiently accomplish the
purposes for which such contracts, leases, cooperative agreements, or
other transactions are being entered into; provided that the research
corporation shall not obligate any funds of the State except such as
have been appropriated to it.

To receive by gifts, grants, devises, bequests, or otherwise from private
sources only, any property, real, personal, or mixed, intangible or
tangible, absolutely or in trust, to be used and disposed of, either the
principal or the income therefrom, in accordance with the conditions
under which it was received; except that no gift to the research
corporation shall be accepted unless approved or confirmed by the
board of directors. Notwithstanding the foregoing, the research corpo-
ration may receive gifts, grants or awards from any agency or instru-
mentality of the United States, a foreign nation, a state, a territory, or a
possession, or from any political subdivision thereof, whenever the
donating or .granting agency or instrumentality determines that the
university or any other agency of [our] the State cannot as effectively
and efficiently accomplish the purposes for which such gifts, grants, or
awards are being made, except that no gift to the research corporation
shall be accepted unless approved or confirmed by the board of direc-
tors.

To have a corporate seal.

To sue and be sued in its own name.

To serve as trustee or beneficiary under terms of any gift, indenture, or
will.

To apply for, take out, receive by purchase or gift, hold, administer, and
dispose of copyrights, patent rights, licenses, assignments of inven-
tions, discoveries, processes, and other property, rights or interests
therein, and the income thereof, absolutely or subject to such conditions
or trusts as may be attached thereto or be imposed thereon, and to
obligate itself to perform and execute any and all such conditions or
trusts.

To conduct research, studies, experiments, investigations, and tests in
all fields of knowledge; to promote and develop the scientific and
commercial value of inventions, discoveries, and processes; and to
make, publish, and distribute the results thereof.

To coordinate and correlate activities and projects of the research
corporation with the work of state agencies for the purpose of relating
research work to the economic development of the State whenever
practical or desirable.

To stimulate and promote cooperative research projects and activities.
To establish and maintain, or to assist in establishing and maintaining
scholarships, fellowships, and professorships, and other staff positions
for the purpose of aiding in the acquisition and dissemination of knowl-
edge, and to enter into agreements or contracts with other corporations,
organizations, institutions, or persons for this purpose and to pay the
necessary and appropriate expenses therefor.

To prepare, print, or publish any manuscript, research article, report,
study, discussion, reference, collection, or any pictorial or schematic
representation or group or collection thereof, whether the same belongs
to or is the work of any state agency or its employees, or university or
one of its faculty members or employees, or the research corporation or
its employees or a contractor of the research corporation. The printing
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or publication may be accomplished through whatever person, com-
pany, or agency is deemed most appropriate by the board of directors.

(14) To do any or all other acts reasonably necessary to carry out the objects
and purposes of the corporation and the university.”’

SECTION 3. Section 307-4, Hawaii Revised Statutes, is amended to read as
follows:

““§307-4 Research corporation excepted from certain state laws. In order
to [promote cooperative research projects with private firms or persons,] carry out
the purposes and objectives of the research corporation, including the conduct of
research and training projects, the research corporation shall be granted flexibility in
hiring its personnel and in handling and disbursing moneys by being excepted from
the following state laws:

(1) Sections 36-27 and 36-30, relating to special fund reimbursements to

the state general fund;

(2) Chapter 103D and [[]Jsection[]] 103-42, relating to advertising for bids
and purchases to be made in Hawaii whenever public moneys are
expended;

(3) Chapter 76, relating to civil service;

(4) Chapter 77, relating to compensation; and

(5) Section 78-1, relating to public employment.’’

SECTION 4. Section 307-5, Hawaii Revised Statutes, is amended to read as
follows:

€¢§307-5 [Employees] Officers and employees of the research corpora-
tion. The [board of directors may appoint an executive director and such other]
President of the University of Hawaii shall be the president of the corporation. The
board of directors may also appoint such other officers and employees as may be
necessary in administering the affairs of the research corporation. It shall set the
employees’ duties, responsibilities, salaries, holidays, vacations, leaves, hours of
work, and working conditions. It may grant such other benefits to its employees as it
deems necessary. Employees of the research corporation shall not be entitled to any
benefits conferred under chapter 76 relating to civil service, chapter 77 relating to
compensation, chapters 78 to 83 relating to public employment, and chapter 88
relating to pension and retirement system.’’

SECTION 3. Section 307-9, Hawaii Revised Statutes, is amended to read as
follows:

“§307-9 Special fund. Notwithstanding any other law to the contrary, the
research corporation shall be authorized to set up a special account for depositing
moneys received from either public or private contracts, or from private or public
grants, awards, or gifts. The provisions of section 304-8 and other laws to the
contrary notwithstanding, this special account may be used to receive, disburse, and
account for funds of research and training projects of the University of Hawaii, other
state agencies, and political subdivisions of the State. All disbursements shall be
drawn on such special account upon checks prepared and signed as approved by the
executive director and some other person authorized by the board of directors.”’

SECTION 6. Statutory material to be repealed is bracketed. New statutory
material is underscored.
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SECTION 7. This Act shall take effect upon its approval, except that Section
1 shall take effect on July 1, 1995.

(Approved April 19, 1995.)

ACT 20 H.B. NO. 1943

A Bill for an Act Relating to Contractors.
Be It Enacted by the Legislature of the State of Hawalii:

SECTION 1. Section 444-4, Hawaii Revised Statutes, is amended to read as
follows:

¢§444-4 Powers and duties of board. In addition to any other powers and

duties authorized by law, the [contractors license] board shall:

(1) Grant licenses, including conditional licenses, to contractors pursuant
to this chapter and rules;

(2) Adopt, amend, or repeal such rules as [it] the board may deem proper
fully to effectuate this chapter and carry out the purpose thereof, which
is the protection of the general public. All rules shall be approved by
the governor and the director, and when adopted pursuant to chapter 91,
shall have the force and effect of law. The rules may forbid acts or
practices deemed by the board to be detrimental to the accomplishment
of the purpose of this chapter. The rules may require contractors to
make reports to the board containing [such] any items of information as
will better enable the board to enforce this chapter and rules, or as will
better enable the board from time to time to amend the rules more fully
to effectuate the purposes of this chapter. The rules may require
contractors to furnish reports to owners containing [such] any matters
of information as the board deems necessary to promote the purpose of
this chapter. The enumeration of specific matters which may properly
be made the subject of rules shall not be construed to limit the board’s
general power to make all rules necessary fully to effectuate the
purpose of this chapter;

(3) Adopt rules pursuant to chapter 91 necessary to implement the provi-
sions of this chapter relating to CFCs, including, but not limited to,
procedures for the disposal of air conditioning units utilizing CFCs that
include mandatory recovery and recycling of CFCs;

(4) Enforce this chapter and rules adopted pursuant thereto;

(5) Suspend or revoke any license for any cause prescribed by this chapter,
or for any violation of the rules, and refuse to grant, renew, restore, or
reinstate any license for any cause which would be [ground] grounds
for revocation or suspension of a license;

(6) Publish and distribute pamphlets and circulars containing [such] any
information as [it] the board deems proper to further the accomplish-
ment of the purpose of this chapter; [and]

(7) Contract for professional testing services to prepare, administer, and
grade the examinations [and tests] for applicants as may be required for
the purposes of this chapter. The board shall determine the scope and
length of [such] the examinations [and tests], whether [they] the
examinations shall be oral, written, or both, and the score that shall be
deemed a passing score[.];
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Order summary suspension of a license; provided that summary sus-
pensions may be delegated in accordance with section 436B-23;
Issue informal nonbinding interpretations or declaratory rulings, and
conduct contested case proceedings pursuant to chapter 91; and
Subpoena witnesses and documents, administer oaths, receive affida-
vits and oral testimony, including telephonic communications.”’

SECTION 2. Section 444-11, Hawaii Revised Statutes, is amended to read as

follows:

‘§444-11 No license issued when. (a) No license hereunder shall be is-

sued to:
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Any person unless the person has filed an application [therefor;] and
paid the applicable fees;

Any person unless the person meets the experience requirements as
prescribed in the board’s rules; provided that the board may accept
experience acquired on a self-employed or unlicensed basis if the
experience can be verified;

Any person who does not possess a history of honesty, truthfulness,
financial integrity, and fair dealing; provided that any person who
during the six years prior to application has failed to satisfy an undis-
puted debt or a judgment relating to services or materials rendered in
connection with operations as a contractor shall be presumed not to
possess a history of financial integrity;

Any person unless the person has successfully passed a written exami-
nation as prescribed by the board;

Any individual unless the individual is age eighteen years or more;
Any joint venture which is not exempt under section 444-2(8) unless
the contracting business thereof is under the direct management of a
[partner] member or employee thereof, and unless [such partner] the
member or employee holds an appropriate license;

Any individual who is unable to qualify as a contractor or any
partnership or corporation, unless the contracting business of [such] the
individual, partnership, or corporation is under the direct management
of an employee, partner, or officer [or employee] thereof[, and unless
such officer or employee] who holds an appropriate license; [or]
Any person unless the person submits satisfactory proof to the [contrac-
tors license] board that the person has obtained workers’ compensation
insurance, or has been authorized to act as a self-insurer [as required
by] under chapter 386[.] or is excluded from the requirements of
chapter 386;

Any person unless the person submits satisfactory proof to the board
that the person has obtained liability insurance; or

Any person unless the person submits a bond if required by the board
under section 444-16.5.

[In addition, any] (b) Any license issued hereunder shall not be renewed if
the licensee no longer meets any [one or more] of the foregoing qualifications.
(c) An application shall be considered abandoned if the application is not

completed and the required documents or other information are not submitted to the

board within two years from the last date the documents or information were

requested.”’

SECTION 3. Section 444-11.1, Hawaii Revised Statutes, is amended to read

as follows:
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¢“§444-11.1 Requirements to maintain license. (a) A licensed contractor
shall have and maintain in full force and effect the following:

(1) Workers’ compensation insurance [when]; unless the licensee is [not]

authorized to act as a self-insurer under chapter 386[.] or is excluded
from the requirements of chapter 386;

(2) Liability insurance from an insurance company or agency for compre-

hensive personal injury and property damage liability[.]; and

(3) Bond when required by the board, under section 444-16.5.

(b) Failure, refusal, or neglect of any licensed contractor to maintain in full
force and effect, the applicable workers’ compensation insurance, liability insur-
ance, or bond shall cause the automatic [suspension] forfeiture of the license of the
contractor effective as of the date of expiration or cancellation of [its] the contrac-
tor’s workers’ compensation insurance, liability insurance, or bond.

(c¢) The board shall not [reinstate] restore the [affected] forfeited license until
satisfactory proof of continuous insurance and bond coverages is submitted to the
board as required by this section.

(d) Failure to [effect a reinstatement of] restore a [suspended] license within
sixty days [of the expiration of the requirements of licensing] after the date of
forfeiture shall [cause it to be terminated, thereby forfeiting all license, biennial
renewal and recovery fund] result in the forfeiture of all fees[.] and shall require the
person to apply as a new applicant.

(e) The board may assess a fee not to exceed $1,000, impose a bond, or
restrict the license as a condition for the [reinstatement] restoration of a license
[suspended] forfeited pursuant to this section.

(D) A licensee may, within [fifteen] sixty days after receipt of the notification
of the [license suspension,] forfeiture, request an administrative hearing to review
the [suspension] forfeiture pursuant to chapter 91.”

SECTION 4. Section 444-12, Hawaii Revised Statutes, is amended to read as
follows:

“‘§444-12 Application; fees. (a) Every applicant for a license under this
chapter shall complete and file an application [with] provided by the board [in such
form and setting forth such information as may be prescribed or required by the
board,] and shall furnish [such] any additional information bearing upon the
issuance of the license as the board shall require. Every application shall be sworn to
before an officer authorized to administer oaths. In the case of a partnership, joint
venture, or corporation, any partner, member, or officer thereof may sign the
application and verify the same on behalf of the applicant.

(b) Every applicant who is required by the board to be examined shall pay,
directly to the testing agency, an examination fee [as provided in rules adopted by
the director pursuant to chapter 91].

(c) These fees shall be as provided in rules adopted by the director pursuant

to chapter 91.”’

SECTION 5. Section 444-15, Hawaii Revised Statutes, is amended to read as
follows:

¢§444-15 Fees; biennial renewals[.]; inactive license. (a) The biennial
renewal fee or inactive license fee, and the recovery [and] fund, education fund, and
compliance resolution fund fees [as provided in rules adopted by the director
pursuant to chapter 91,] shall be paid to the board on or before April 30 of each even-
numbered year. These fees shall be as provided in rules adopted by the director
pursuant to chapter 91. Failure, neglect, or refusal of any licensee to pay [the
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biennial renewal fee] these fees and to submit all documents [requested] required by
the board before [that date] April 30 of each even-numbered vear shall constitute a
forfeiture of the licensee’s license. _

(b) Any forfeited license may be restored upon [written application therefor]
submittal of all required documents and fees, plus a penalty fee, within sixty days
from [that date and the payment of the required fee plus an amount equal to ten per
cent thereof.] April 30 of the even-numbered year.

(¢) Upon written request of a licensee, the board may place that person’s
active license in an inactive status. The [license,] licensee, upon payment of the
inactive license fee, may continue inactive for the biennial period. Failure, neglect,
or refusal of any licensee in inactive status to pay the inactive license fee shall
constitute a forfeiture of the license. The license may be reactivated at any time
during the biennial period by making written request to the board and by fulfilling all
the requirements, including the payment of the appropriate fees. While in an inactive
status, a licensee shall not engage in contracting; a licensee who violates this
prohibition shall be subject to discipline under this chapter and the board’s rules.

(d) For purposes of this chapter, the dishonoring of any check upon first
deposit shall constitute a failure to meet the fee requirements.’’

SECTION 6. Section 444-17, Hawaii Revised Statutes, is amended to read as
follows:

¢¢§444-17 Revocation, suspension, and renewal of licenses. In addition to
any other actions authorized by law, the board may revoke any license issued
pursuant to this section, or suspend the right of a licensee to use a license, or refuse
to renew a license for any cause authorized by law, including but not limited to the
following:

(1) Any dishonest, fraudulent, or deceitful act as a contractor that causes
substantial damage to another;

(2) Engaging in any unfair or deceptive act or practice as prohibited by
section 480-2;

(3) Abandonment of any construction project or operation without reason-
able or legal excuse;

(4) Wilful diversion of funds or property received for prosecution or
completion of a specific construction project or operation, or for a
specified purpose in the prosecution or completion of any construction
project or operation, and the use thereof for any other purpose;

(5) Wilful departure from, or wilful disregard of plans or specifications in
any material respect without consent of the owner or the owner’s duly
authorized representative, that is prejudicial to a person entitled to have
the construction project or operation completed in accordance with
those plans and specifications;

(6) Wilful violation of any law of the State, or any county, relating to
building, including any violation of any applicable rule of the depart-
ment of health, or of any applicable safety or labor law;

(7) Failure to make and keep records showing all contracts, documents,
records, receipts, and disbursements by a licensee of all the licensee’s
transactions as a contractor for a period of not less than three years after
completion of any construction project or operation to which the
records refer or to permit inspection of those records by the board;

(8) When the licensee being a partnership or a joint venture permits any
partner, member, or employee of the partnership or joint venture who
does not hold a license to have the direct management of the contrac-
ting business thereof;

29



ACT 20
®

(10)
€3

(12)
(13)
a4

(15)

(16)
an
(18)

19)

(20)

When the licensee being a corporation permits any officer or employee
of the corporation who does not hold a license to have the direct
management of the contracting business thereof;

Misrepresentation of a material fact by an applicant in obtaining a
license;

Failure of a licensee to complete in a material respect any construction
project or operation for the agreed price if the failure is without legal
excuse;

Wilful failure in any material respect to comply with this chapter or the
rules adopted pursuant thereto;

Wilful failure or refusal to prosecute a project or operation to comple-
tion with reasonable diligence;

Wilful failure to pay when due a debt incurred for services or materials
rendered or purchased in connection with the licensee’s operations as a
contractor when the licensee has the ability to pay or when the licensee
has received sufficient funds therefor as payment for the particular
operation for which the services or materials were rendered or pur-
chased;

The false denial of any debt due or the validity of the claim therefor
with intent to secure for a licensee, the licensee’s employer, or other
person, any discount of the debt or with intent to hinder, delay, or
defraud the person to whom the debt is due;

Failure to secure or maintain workers’ compensation insurance [when
not], unless the licensee is authorized to act as a self-insurer under
chapter 386[;] or is excluded from the requirements of chapter 386;
Entering into a contract with an unlicensed contractor involving work
or activity for the performance of which licensing is required under this
chapter;

Performing service on a residential or commercial air conditioner,
utilizing CFCs, without using refrigerant recovery and-recycling equip-
ment;

Performing service on any air conditioner after January 1, 1994, with-
out successful completion of an appropriate training course in the
recovery and recycling of CFC and HCFC refrigerants, which included
instruction in the proper- use of refrigerant recovery and recycling
equipment that is certified by Underwriter Laboratories, Incorporated;
and

Violating chapter 342C.”’

SECTION 7. Section 444-25.5, Hawaii Revised Statutes, is amended to read

as follows:

¢§444-25.5 Disclosure[.]; contracts. [Any licensed contractor] (a) Prior to
entering into a contract with a homeowner involving home construction or improve-
ments [shall upon or before signing the contract, but before] and prior to the
application for a building permit[:], licensed contractors shall:
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Explain verbally in detail to the [owner] homeowner all lien rights of
all parties performing under the contract including the homeowner, the
contractor, any subcontractor or any materialman supplying commodi-
ties or labor on the project[.];

Explain verbally in detail the [owner’s] homeowner’s option to demand
bonding on the project, how [such a] the bond would protect the
[owner] homeowner and the approximate expense of [such a] the
bond][.]; and
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[(3) Secure signatures of the owner on a separate form, the language of
which shall be approved by the contractors license board, which shall
be printed in at least 12-point type and in the same language in which
the contract was negotiated and which shall contain the provisions set
out in paragraphs (1) and (2); provided that at the contractor’s option, a
separate form need not be used, so long as the disclosures required by
this section are in the first page of the contractor’s written contract and
printed in at least 14-point type.]

(3) Disclose all information pertaining to the contract and its performance
and any other relevant information that the board may require by rule.

(b) All licensed contractors performing home construction or improvements
shall provide a written contract to the homeowner. The written contract shall:

(1) Contain the information provided in subsection (a) and any other

relevant information that the board may require by rule;

(2) Be signed by the contractor and the homeowner; and

(3) Be executed prior to the performance of any home construction or
improvement.

(c) For the purpose of this section, ‘‘homeowner’’ means the owner or lessee
of residential real property, including owners or lessees of condominjum or coopera-
tive units.

[(4) Violation] (d) Any violation of this section shall be deemed an unfair or
deceptive practice and shall be subject to provisions of chapter 480, as
well as the provisions of this chapter.

[(5) The contractors license board is authorized and directed to develop the
disclosure language pursuant to this section.]”’

SECTION 8. Section 444-26, Hawaii Revised Statutes, is amended to read as
follows:

¢¢§444-26 Contractors recovery fund; use of fund; person injured; fees.
(a) The [contractors license] board is authorized [and directed] to establish and
maintain a contractors recovery fund from which any person injured by an act,
representation, transaction, or conduct of a duly licensed contractor, which is in
violation of this chapter or the rules adopted pursuant thereto, may recover by order
of the circuit court or district court of the judicial circuit where the violation
occurred, an amount of not more than $12,500 per contract, regardless of the number
of persons injured under the contract, for damages sustained by the act, representa-
tion, transaction, or conduct. Recovery from the fund shall be limited to the actual
damages suffered by the claimant, including court costs and fees as set by law, and
reasonable attorney fees as determined by the court; provided that recovery from the
fund shall not be awarded to persons injured by an act, representation, transaction, or
conduct of a contractor whose license was suspended, revoked, forfeited, terminated,
or in an inactive status at the time [of the injury.] the claimant entered into the
contract with the contractor.

(b) For purposes of this chapter, ‘‘person injured’’ or ‘‘injured person’’
means and is limited to owners or lessees of private residences, including condomin-
ium or cooperative units, who have contracted with a duly licensed contractor for the
construction of improvements or alterations to [their] the owners’ or lessees’ own
private residences and owners or lessees of real property who have contracted with a
duly licensed contractor for the construction of [their] the owners’ or lessees’ own
private residences on [their] the owners’ or lessees’ real property.

(c) When any person applies for a contractors license, the person shall pay, in
addition to the person’s original license fee, a fee of $150 for deposit in the
contractors recovery fund, and a fee for deposit in the contractors education fund as

31



ACT 21

provided in rules adopted by the director pursuant to chapter 91. In the event that the
[contractors license] board does not issue the license, these fees shall be returned to
the applicant.”’

SECTION 9. Statutory material to be repealed. is bracketed. New statutory
material is underscored.

SECTION 10. This Act shall take effect upon its approval.
(Approved April 20, 1995.)

ACT 21 H.B. NO. 1963

A Bill for an Act Relating to Education.
Be It Enacted by the Legislature of the State of Hawaii:

SECTION 1. Section 296C-2, Hawaii Revised Statutes, is amended to read
as follows:

¢¢§296C-2 Mandate to initiate school/community-based management
system. The department of education through the board of education and its
superintendent shall formulate policies, including criteria and procedures to deter-
mine which schools and learning support centers shall participate in the system, to
initiate a school/community-based management system in the public schools. [The
board of education shall appoint a representative selection panel to recommend
which schools and learning support centers should be selected.] For purposes of this
chapter, the term ‘‘school/community-based management system’” shall mean a
method of educational management which diffuses educational decisionmaking to
involve or secure the input of those directly affected by the decision to be made at
the school level, and encourages school initiated methods for achieving educational
goals established statewide by the board.”

SECTION 2. Statutory material to be repealed is bracketed.

SECTION 3. This Act shall take effect upon its approval.
(Approved April 20, 1995.)

ACT 22 S.B. NO. 1638

A Bill for an Act Relating to Recordation.
Be It Enacted by the Legislature of the State of Hawaii:

SECTION 1. Section 501-20, Hawaii Revised Statutes, is amended by
adding a new definition to be appropriately inserted and to read as follows:

‘“‘‘Signature’’ means the name of a person as written by the individual or the
affixing of a mark or finger or toe print.”’

32



ACT 22

SECTION 2. Chapter 502, Hawaii Revised Statutes, is amended by adding a
new section to be appropriately designated and to read as follows:

€“§502-  Definitions. As used in this chapter, unless the context otherwise
requires:

‘“Grantee’’ means a party that acquires interest by way of transfer of real
property.

“Record”’, “‘recorded’’, or ‘‘recording’ means the act of entering into the
public records the written instruments affecting title to real property.

“‘Signature’” means the name of a person as written by the individual or the
affixing of a mark or finger or toe print.”’

SECTION 3. Section 501-31, Hawaii Revised Statutes, is amended to read as
follows:

¢¢§501-31 Transfers pending application; temporary record; final rec-
ord. After the filing of an application, and before registration, the land therein
described may be dealt with and instruments relating thereto shall be recorded and
indexed by the registrar of conveyances in the usual manner and also entered in the
index of applications; provided that such instruments shall state that application to
register the land is pending and shall state the application number. A certified copy
thereof shall be filed with the application. When any such instrument purports to
convey the whole or any interest in the land, the original instrument, with the
original signature, after recording shall be sent to the land court and filed with the
application, whereupon the certified copy may be withdrawn.

As soon as an application is disposed of, the registrar shall make a memoran-
dum stating the disposition of the case and shall send the same to the assistant
registrar, who shall record and index it with the records of deeds in the bureau of
conveyances, and in the index of applications. If the proceedings upon the applica-
tion end in a decree of registration of title the land included therein shall, as soon as
the decree is transcribed, as provided in section 501-75, become registered land.
Thereafter no deeds or other instruments relating solely to such land shall be
recorded with the records of deeds, but shall be registered in the registration book
and filed or recorded and indexed with the records and documents relating to
registered land.”’

SECTION 4. Section 501-105, Hawaii Revised Statutes, is amended to read
as follows:

¢§501-105 Grantee’s address, etc., to be stated. Every deed or other
voluntary instrument presented for recording shall contain or have indorsed upon it
the full name or names, if more than one, and the address of the grantee or other
person acquiring or claiming an interest under the instrument and every [deed]
document shall also contain or have indorsed upon it a statement that the grantee is
married or unmarried, and if married, the statement shall give the name in full of the
husband or wife. Whenever the grantee is a corporation or partnership, the document
shall contain or have indorsed upon it the State where the entity is registered and the
entity’s address. All names and addresses shall also be entered on all certificates.
Notices and processes issued in relation to registered land in pursuance of this
chapter may be served upon any person in interest by mailing the same to the address
so given, and shall be binding whether such person resides within or without the
State.

Any deed conveying one or more but not all lots or all interests in a lot
appurtenant to apartments in a condominium property regime in a certificate shall
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contain full memoranda relating to easements, rights-of-way, and all other liens and
encumbrances affecting the particular lot, lots, interest appurtenant to an apartment,
or interests appurtenant to apartments conveyed. If the deed affects all of the land or
interests appurtenant to apartments in a certificate of title, encumbrances may be
referred to by reference.”’

SECTION 5. Section 502-31, Hawaii Revised Statutes, is amended to read as
follows:

¢¢§502-31 Recording, method. The registrar shall make or cause to be made
an entire literal copy of all instruments, with their original signatures, required to be
recorded in the registrar’s office, and the registrar, the registrar’s deputy, or clerk
shall certify its correspondence with the original, after which the registrar, the
registrar’s deputy, or clerk shall certify upon the exterior, or indorse upon the
recorded instrument[,] with the original signature, the date of its registry and the
document number. ’

The registrar, for purposes of the general indexes of the bureau of convey-
ances, shall use the names of the parties as they first appear in the recorded
instrument. All names of all natural persons signing in their individual capacity shall
be typewritten, stamped, or printed by some other mechanical or electrical printing
method beneath all signatures.

The registrar or the registrar’s deputy may refuse to accept for record any
document of a size larger than eight and one-half inches by [fourteen] eleven inches,
or which contains a schedule or inventory sheet in excess of such size.

This section shall apply to all instruments presented for recording in the
bureau of conveyances, unless otherwise provided by rules adopted by the depart-
ment of land and natural resources, pursuant to chapter 91.

[On all] All instruments to be recorded shall include the original signature
and the top three and one-half inches of space of the first page shall be reserved for
recording information for the assistant registrar on the left half of such space, and for
the registrar of conveyances on the right half of such space. The following one inch
of space shall be reserved for information showing to whom the document should be
returned[.] beginning one and one-half inch from the left margin and not exceeding
three and one-half inches per line. In addition, the first page shall identify and
include, if possible, all names of the grantors and all names and addresses of the
orantees, the type of document, and the tax map key number. Each page of the
instrument shall be single-sided sheeis of written text. No papers or materials,
written or otherwise, shall be secured or attached to a page in any manner that may
conceal any other written text. If an instrument consists of more than one page, it
shall be stapled once in the upper left corner. The registrar of conveyances shall be
permitted to remove any rivets affixed to any instrument. The registrar may refuse to
accept all instruments, papers, or notices presented for recordation that will not
reproduce legibly under photographic or electrostatic methods.”

SECTION 6. Section 502-47, Hawaii Revised Statutes, is amended by
amending subsection () to read as follows:

““(a) The proof or acknowledgment of any deed or other instrument required
to be proved or acknowledged in order to entitle the same to be recorded or read in
evidence, when made by any person without the United States may be made by:

(1) Any officer now authorized thereto by the laws of the State;

(2) Any officer of the United States diplomatic or consular service, resi-

dent in any foreign country or port, when certified by him under his seal
of office; and :
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(3) Any person authorized by the law of any foreign country to take such
acknowledgment or proof, when such acknowledgment or proof is
accompanied by a certificate to the effect that the person taking the
same is duly authorized thereto and that such acknowledgment or proof
is in the manner prescribed by the laws of the foreign country[.] or by
treaty or international agreement of the United States. The certificate
may be made by a diplomatic or consular officer of the United States
under the seal of his office, or by a diplomatic or consular officer of the
foreign country, resident in the State, under the seal of his office[.] with
the signature or facsimile of the signature of the diplomatic or consular
officer of the United States.

For the purposes of this section diplomatic or consular officer includes any

minister, consul, vice-consul, charge d’affaires, consular, or commercial agent, or
vice-consular or vice-commercial agent.”’

SECTION 7. Statutory material to be repealed is bracketed. New statutory
material is underscored.’

SECTION 8. This Act shall take effect sixty days after its approval.
(Approved April 20, 1995.)

Note
1. Edited pursuant to HRS §23G-16.5.

ACT 23 S.B. NO. 1753

A Bill for an Act Relating to Client Referrals Between Attorneys and Health Care
Providers.

Be It Enacted by the Legislature of the State of Hawaii:

SECTION 1. Section 431:10C-308.7, Hawaii Revised Statutes, is amended
by amending subsections (e) and (f) to read as follows:

“‘(e) The regulated industries complaints office, department of commerce
and consumer affairs, shall refer reports of any attorney [or health care provider] in
violation of this section to the appropriate professional licensing or regulatory body,
for [appropriate] investigation and disciplinary action, including the suspension or
revocation of the attorney’s [or health care provider’s] license to practice.

(f) The regulated industries complaints office, department of commerce and
consumer affairs, may initiate investigations and disciplinary action to enforce this
section [and shall investigate] regarding any reports of [attorney-health] health care
provider referrals of persons eligible for benefits under this article that may violate
this section.”’

SECTION 2. Statutory material to be repealed is bracketed. New statutory
material is underscored. -

SECTION 3. This Act shall take effect upon its approval.
(Approved April 21, 1995.)
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ACT 24 HB. NO. 7

A Bill for an Act Relating to Motor Vehicles.

Be It Enacted by the Legislature of the State of Hawaii:

SECTION 1. Section 286-53, Hawaii Revised Statutes, is amended by
amending subsection (e) to read as follows:

“‘(e) Whenever a new motor vehicle dealer sells a new motor vehicle to a
person, the new motor vehicle dealer shall detach the permanent number plate issued
under subsection (c) from that new motor vehicle and replace it with one temporary
[motor vehicle] number plate. The temporary number plate shall be attached to the
rear of the vehicle in the same location as required for number plates under section
249-7. The new motor vehicle dealer shall [only] print only the following upon the
temporary [motor vehicle] number plate [the]:

(1) [Date which] The date that is thirty working days after the date [which]
the [person] new owner takes possession[,] of the motor vehicle, which
date shall be placed in the middle of the temporary number plate in
numbers not less than four inches in height;

(2) [Name] The name and address of the new owner;

(3) [Name] The name and address of the new motor vehicle dealer;

(4) [Serial] The serial number of the new motor vehicle; and

(5) [Date] The date the new motor vehicle owner took possession of the
motor vehicle.

Any temporary number plate upon which is placed any drawings, pictures, or words
other than what is required by paragraphs (1) through (5), shall be invalid.

[Items] The information required by paragraphs (3) through (5) shall be
printed in the upper left corner of the temporary number plate.

The temporary number plate shall be valid through the date listed in [item]
paragraph (1).

Any person who operates a motor vehicle with an expired' temporary
number plate shall be fined not more than [$100.] $500. Any new motor vehicle
dealer who prepares an invalid temporary number plate shall be fined not more than
$500."

SECTION 2. This Act does not affect rights and duties that matured,
penalties that were incurred, and proceedings that were begun, before its effective
date.

SECTION 3. Statutory material to be repealed is bracketed. New statutory
material is underscored.

SECTION 4. This Act shall take effect upon its approval.
(Approved April 24, 1995.)

Note

1. Prior to amendment *‘or invalid’’ appeared here.
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ACT 25 H.B. NO. 360

A Bill for an Act Relating to Transportation.
Be It Enacted by the Legislature of the State of Hawaii:

SECTION 1. Act 224, Session Laws of Hawaii 1993, is amended by
amending section 6 to read as follows:

*“SECTION 6. This Act shall take effect upon its approval and shall be
repealed on June 30, [1995.] 1997.”

SECTION 2. Statutory material to be repealed is bracketed. New statutory
material is underscored.

SECTION 3. This Act shall take effect upon its approval.
(Approved April 24, 1995.)

ACT 26 H.B. NO. 553

A Bill for an Act Relating to Financial Services Loan Companies.
Be It Enacted by the Legislature of the State of Hawaii:

SECTION 1. Section 412:9-200, Hawaii Revised Statutes, is amended to
read as follows:

¢§412:9-200 General powers. Except as expressly prohibited or limited by
this chapter, a financial services loan company shall have the power to make loans
where the interest charged, contracted for, or received is in excess of rates permitted
by law, other than this article, and to engage in other activities [which] that are usual
or incidental to the business for which it is licensed, and shall have all rights, powers,
and privileges of a corporation organized under the laws of this State, including but
not limited to, the power to:

(1) Make loans and extensions of credit of any kind, whether unsecured or
secured by real or personal property of any kind or description;

(2) Borrow money from any source within or without this State;

(3) Charge or retain a fee for the originating, selling, brokering, or servic-
ing of loans and extensions of credit;

(4) Discount, purchase, or acquire loans, including but not limited to notes,
credit sales contracts, mortgage loans, or other instruments;

(5) Become the legal or beneficial owner of tangible personal property and
fixtures and such other real property interests as shall be incidental
thereto, to lease such property, to obtain an assignment of a lessor’s
interest in a lease of the property, and to incur obligations incidental to
the financial services loan company’s position as the legal or beneficial
owner and the lessor of the property;

(6) Sell or refer credit related insurance products, and collect premiums or
fees for the sale or referral thereof, including, but not limited to, credit
life insurance, credit disability insurance, accident and health or sick-
ness insurance, involuntary unemployment insurance, personal prop-
erty insurance, and mortgage protection insurance; and
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Q)

Make investments as permitted under this article.”

SECTION 2. Section 412:9-304, Hawaii Revised Statutes, is amended to
read as follows:

¢¢8412:9-304 Consumer loan charges. Unless specifically authorized in
this article or by rule adopted by the commissioner, a financial services loan
company shall only have the right to charge, contract for, and receive in advance or
otherwise the following charges in addition to the interest permitted in section
412:9-302 for a consumer loan made under this article:

o)

@

&)

Late charges under the consumer loan on any delinquent installment, or
portion of the delinquent installment where there has been no extension
or deferment. Delinquency occurs when the installment or payment is
not paid on the due date. Late charges shall not be collected more than
once for the same delinquent installment. Late charges on any con-
sumer loan shall not exceed five per cent of the delinquent installment,
and late charges shall not be assessed on any consumer loan after
acceleration of the maturity of the consumer loan;

A prepayment penalty as provided in the note or other form of contract

signed by the borrower on any amount [which] that is voluntarily

prepaid; provided that:

(A) The prepayment penalty on any consumer loan with a term of
five years or more that is primarily secured by an interest in real
property and in which the interest rate is computed under section
412:9-301(2) and which is prepaid within five years of the date of
the loan shall be computed on the amount prepaid in excess of
twenty per cent of the original principal amount of the loan in any
twelve-month period measured from the date of the loan or from
any anniversary of the loan date. The prepayment penalty may be
charged only on amounts in excess of the twenty per cent amount
in each twelve-month period in such five-year period and shall
not exceed six months of interest at the maximum interest rate
permissible for the consumer loan by law on the amount prepaid;

(B) The prepayment penalty shall not be charged on a consumer loan
that is a variable rate or open-end loan, on a precomputed loan on
which interest is computed under section 412:9-301(1), or on
loans [which] that are not secured by real estate; and

(C) The prepayment penalty shall not be charged on any amount
[which] that is paid because of the exercise of any acceleration
provision by the financial services loan company;

Extension or deferment charges on any payment on account of the
principal balance of a loan, or a portion thereof, [which] that is due on a
particular date [and which] but is extended or deferred to a later date by
mutual agreement. The charges shall be based upon the amount so
extended or deferred at interest not exceeding that permitted upon the
original loan under section 412:9-302, for the actual period of the
extension or deferment. The extension or deferment charges may be
collected either in advance at the commencement of the period of
extension or deferment or otherwise as agreed. The term and conditions
of the extension or deferment, including the amount of the consumer
loan so extended or deferred, and the period of, and the charge for the
extension or deferment shall be set forth in writing and signed by the
borrower with one copy given to the borrower;
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(4) Nonrefundable discount, points, loan fees, and loan origination
charges, provided that:

(A) Discount, points, loan fees, and loan origination charges shall not
be charged on precomputed loans on which interest is computed
under section 412:9-301(1); and

(B) The nonrefundable discount, points, loan fees, and loan origina-
tion charges shall be permitted on consumer loans on which
interest is computed under section 412:9-301(2) only if the con-
sumer loan is secured by an interest in real property. Provided
further(,] that, except for open-end loans, the nonrefundable
discount, points, loan fees, and origination charges shall be
included as interest to determine compliance of the loan with the
interest rate limits under section 412:9-302(b)(2) when the con-
sumer loan is made.

The nonrefundable discount, points, loan fees, and loan origination

charges shall be fully earned on the date the loan commitment agree-

ment or other form of contract is executed and the commitment fee paid
or on the date the consumer loan is made and shall not be subject to
refund on prepayment of the consumer loan;

(5) Fees, charges, and expenses reasonably related to the consumer loan
transaction [which] that are retained by the financial services loan
companyl[,]; provided that [such] the fees are bona fide and reasonable
and not unfair or deceptive. [Such] These fees are limited to notary
fees, appraisal fees, appraisal review fees, and any other fees as adopted
by the commissioner pursuant to rule;

(6) Fees, charges, and expenses reasonably related to the consumer loan
transaction [which] that are actually paid to third parties, no portion of
which inures to the benefit of the financial services loan company.
[Such] The fees, charges, and expenses may include, but are not limited
to, charges for credit reports, actual taxes and fees charged by a
governmental agency for recording, filing or entering of record any
security agreements or instruments including the partial or complete
release of such security agreements or instruments, insurance pre-
miums of the kind and to the extent described in paragraph (2) of
subsection (e) of Section 226.4 of Regulation Z of the Board of
Governors of the Federal Reserve System; provided that the insurance
premium shall not exceed [$4,] $20, appraisal fees, appraisal review
fees, title report or title insurance fees, mortgage reserve funds to be
used for payment of taxes, insurance, lease rent and condominium
assessments, and attorney’s fees and expenses for documentation of the
consumer loan or for the collection of any consumer loan in default.”’

SECTION 3. Statutory material to be repealed is bracketed. New statutory
material is underscored.

SECTION 4. This Act shall take effect upon its approval.
(Approved April 24, 1995.)
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ACT 27 H.B. NO. 554

A Bill for an Act Relating to Financial Services Loan Companies.

Be It Enacted by the Legislature of the State of Hawaii:

SECTION 1. Section 412:9-409, Hawaii Revised Statutes, is amended to
read as follows:

¢¢§412:9-409 Permitted investments. (a) To the extent specified [herein,] in
this subsection, a depository financial services loan company may invest its own
assets in securities and obligations of:

(1) The United States government and any agency of the United States
government whose debt obligations are fully and explicitly guaranteed
as to the timely payment of principal and interest by the full faith and
credit of the United States[,] including, without limitation, Federal
Reserve Banks, the Government National Mortgage Association, the
Department of Veterans [Administration,] Affairs, the Federal Housing
Administration, the Farmers Home Administration, the Export-Import
Bank, the Overseas Private Investment Corporation, the Commodity
Credit Corporation, and the Small Business Administration;

(2) United States government-sponsored agencies which are originally es-
tablished or chartered by the United States government to serve public
purposes specified by the Congress but whose debt obligations are not
explicitly guaranteed by the full faith and credit of the United States][,]
including, without limitation, Banks for Cooperatives, the Federal
Agricultural Mortgage Corporation, Federal Farm Credit Banks, Fed-
eral Home Loan Banks, the Federal Home Loan Mortgage Corporation,
Federal Intermediate Credit Banks, Federal Land Banks, the Federal
National Mortgage Association, the Financing Corporation, the Reso-
lution Funding Corporation, the Student Loan Marketing Association,
the Tennessee Valley Authority, and the United States Postal Service;
and

(3) Quasi-United States governmental institutions[,] including, without
limitation, the International Bank for Reconstruction and Development
(World Bank), the Inter-American Development Bank, the Asian De-
velopment Bank, the African Development Bank, the European Invest-
ment Bank, and other multilateral lending institutions in which the
United States Government is a shareholder or contributing memberf,];
provided that the total amount invested in any one issuer shall not
exceed twenty per cent of the depository financial services loan com-
pany’s capital and surplus.

(b) To the extent specified [herein,] in this subsection, a depository financial
services loan company may invest its own assets in bonds, securities, or similar
obligations issued by this State or any county of this State, through an appropriate
agency or instrumentality.

(¢) To the extent specified [herein,] in this subsection, a depository financial
services loan company may invest its own assets in bonds or similar obligations
issued by any state of the United States other than this State, the District of
Columbia, or any territory or possession of the United States, by municipal govern-
ments of [such] these states, territories, or possessions, or by any foreign country or
political subdivision of [such] that country; provided[,] that:

(1) The bond, note, or warrant has been issued in compliance with the

constitution and laws of [any such] that government;
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(2) There has been no default in payment of either principal or interest on
any of the general obligations of [such] that government for a period of
five years immediately preceding the date of the investment; and

(3) The total amount invested in [such] the obligations of any one issuer by
a depository financial services loan company shall not exceed twenty
per cent of the depository financial services loan company’s capital and
surplus.

(d) To the extent specified [herein,] in this subsection, a depository financial
services loan company may invest its own assets in notes, bonds, and other
obligations of any corporation which at the time of the investment is incorporated
under the laws of the United States or any state or territory thereof or the District of
Columbia; provided],] that the aggregate amount invested by a depository financial
services loan company under this subsection and subsections (e) and (g)(3) in any
one corporation shall not exceed twenty per cent of the depository financial services
loan company’s capital and surplus.

(e) To the extent specified [herein,] in this subsection, a depository financial
services loan company may invest its own assets in securities of [an] investment
grade[.] quality. The term ‘‘investment grade’” means notes, bonds, certificates of
interest or participation, beneficial interests, mortgage or receivable-related securi-
ties, and other obligations that are commonly understood to be of investment grade
quality[,] including, without limitation, those securities that are rated within the four
highest grades by any nationally-recognized rating service or unrated securities of
similar quality as reasonably determined by the depository financial services loan
company in its prudent judgment [(], which may be based in part upon estimates
which it believes to be reliable[)]. Investment grade does not include investments
which are predominantly speculative in nature. The aggregate amount invested by a
depository financial services loan company under this subsection and subsections (d)
and (g)(3) in any one company or other issuer shall not exceed twenty per cent of the
depository financial services loan company’s capital and surplus. Subject to the
approval of the commissioner, the twenty per cent limitation shall not apply to
investment grade securities secured entirely by mortgage loans originated by the
depository financial services loan company. In approving any transaction under this
section, the commissioner may impose any conditions to ensure the safety and
soundness of the institution.

(f) To the extent specified [herein,] in this subsection, a depository financial
services loan company may purchase, hold, convey, sell, or lease real or personal
property as follows:

(1) The real property in or on which the business of the depository
financial services loan company is carried on, other space in the same
property to rent as a source of income; permanent or vacation resi-
dences or recreational facilities for its officers and employees; other
real property necessary [to] for the accommodation of the depository
financial services loan company’s business, including but not limited to
parking facilities, data processing centers, and real property held for
future use where the depository financial services loan company in
good faith expects to utilize the property as depository financial ser-
vices loan company premises; provided, if the depository financial
services loan company ceases to use any real property and improve-
ments thereon for one of the foregoing purposes, it [shall], within five
years thereafter, shall sell the real property or cease to carry it [or them]
as an asset; provided further, [such] the property [shall not], without the
approval of the commissioner, shall not exceed seventy-five per cent of
the depository financial services loan company’s capital and surplus;
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(2) Personal property used in or necessary [to] for the accommodation of
the depository financial services loan company’s business, including
but not limited to furniture, fixtures, equipment, vaults, and safety
deposit boxes[. The]; provided that the depository financial services
loan company’s investment in furniture and fixtures [shall not], without
the approval of the commissioner, shall not exceed twenty-five per cent
of the depository financial services loan company’s capital and surplus;

(3) Personal property and fixtures which the depository financial services
loan company acquires for purposes of leasing to third parties and
[such] any real property interests [as shall be] that is incidental thereto;

(4) [Such] Any real property or tangible personal property [as] that may
come into its possession as security for loans or in the collection of
debts; or {as] that may be purchased by or conveyed to the depository
financial services loan company in satisfaction of or on account of
debts previously contracted in the course of its business, when [such]
the property was held as security by the depository financial services
loan company; and

(5) The seller’s interest under an agreement of sale, as that term is defined
in sections 501-101.5 and 502-85[,] including, without limitation, the
reversionary interest in the real property and the right to income under
the agreement of sale, with or without recourse to the seller.

Except as otherwise authorized in this section, any tangible personal property
coming into the possession of any depository financial services loan company
pursuant to [[subsection (f)(4)]] paragraph (4) shall be disposed of as soon as
practicable and [shall not], without the written consent of the commissioner, shall
not be considered a part of the assets of the depository financial services loan
company after the expiration of two years from the date of acquisition.

Except as otherwise authorized in this section, any real property acquired by
a depository financial services loan company pursuant to.[[subsection (f)(4)]]
paragraph (4) shall be sold or exchanged for other real property by the depository
financial services loan company within five years after title thereto has vested in it
by purchase or otherwise, or within [such] any further time [as] that may be extended
by the commissioner.

Any depository financial services loan company acquiring any real property
in any manner other than provided by this section [shall] immediately, upon
receiving notice from the commissioner, shall charge the same to profit and loss, or
otherwise remove the same from the assets, and when any loss impairs the capital
and surplus of the depository financial services loan company, the impairment shall
be made good in the manner provided in this chapter.

(g) To the extent specified [herein,] in this subsection, a depository financial
services loan company may invest its own assets in capital stock of:

(1) Service corporations as set forth in this article;

(2) A corporation whose stock is acquired or purchased to save a loss on a
preexisting debt secured by [such] the stock; provided, that the stock
shall be sold within twelve months of the date acquired or purchased, or
within [such] any further time [as] that may be granted by the commis-
sioner;

(3) Companies listed on the New York or American stock exchanges or on
the National Association of Securities Dealers Automated Quotations;
provided that the aggregate amount invested by a depository financial
services loan company under this paragraph and subsections (d) and (e)
in any one corporation shall not exceed twenty per cent of the deposi-
tory financial services loan company’s capital and surplus.
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(h) To the extent specified in this subsection, a depository financial services
loan company may invest its own assets in securities issued by a diversified
investment management company (as defined in the Investment Company Act of
1940), commonly known as a diversified mutual fund. The fund must have been in
existence for at least five years. The aggregate amount invested by a depository
financial services loan company under this subsection in any one diversified mutual
fund shall not exceed twenty per cent of the depository financial services loan
company’s capital and surplus.”’

SECTION 2. Statutory material to be repealed is bracketed. New statutory
material is underscored.

SECTION 3. This Act shall take effect upon its approval.
(Approved April 24, 1995.)

ACT 28 H.B. NO. 867

A Bill for an Act Relating to Condominium Property Regimes.
Be It Enacted by the Legislature of the State of Hawaii:

SECTION 1. Section 514A-83.6, Hawaii Revised Statutes, is amended by
amending subsection (j) to read as follows:

““(G) As used in this section:-

““Capital expenditure’” means an expense [which] that results from the
purchase or replacement of an asset whose life is greater than one year, or the
addition of an asset [which] that extends the life of an existing asset for a period
greater than one year.

‘““Emergency situation”” means any [of the following] extraordinary ex-
penses: ’

(1) [An extraordinary expense required] Required by an order of a court;

(2) [An extraordinary expense necessary] Necessary to repair or maintain
any part of the property for which the association is responsible where a
threat to personal safety on the property is discovered,

(3) [An extraordinary expense necessary] Necessary to repair any part of
the property for which the association is responsible that could not have
been reasonably foreseen by the board in preparing and distributing the
annual operating budget; or

(4) T[An extraordinary expense necessary] Necessary to respond to any
legal or administrative proceeding brought against the association that
could not have been reasonably foreseen by the board in preparing and
distributing the annual operating budget.

(5) Necessary for the association to obtain adequate insurance for the
property which the association must insure.

‘“Major maintenance’’ means an expenditure for maintenance or repair

[which] that will result in extending the life of an asset for a period greater than one
year.

‘‘Replacement reserves’” means funds for the upkeep, repair, or replacement
of those parts of the property, including, but not limited to roofs, walls, decks,
paving, and equipment, [which] that the association is obligated to maintain.”
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SECTION 2. Statutory material to be repealed is bracketed. New statutory
material is underscored.

SECTION 3. This Act shall take effect upon its approval.
(Approved April 24, 1995.)

ACT 29 H.B. NO. 1274

A Bill for an Act Relating to Public Improvements.
Be It Enacted by the Legislature of the State of Hawaii:

SECTION 1. Section 107-11, Hawai’i Revised Statutes, is amended by
amending subsection (c) to read as follows:

“‘(c) Any person who violates any of the rules and regulations promulgated
by the comptroller [shall be guilty of a misdemeanor and] shall be fined not more
than $50 [or imprisoned not more than ten days, or both,] for each violation.”

SECTION 2. Statutory material to be repealed is bracketed. New statutory
material is underscored.!

SECTION 3. This Act shall take effect upon its approval.
(Approved April 24, 1995.)

Note

1. No underscored material.

ACT 30 H.B. NO. 1313

A Bill for an Act Relating to Public Lands.
Be It Enacted by the Legislature of the State of Hawaii:

SECTION 1. Between 1895 and 1921, a number of families throughout
Hawaii were granted long-term nine hundred ninety-nine-year leases to public lands.
There are approximately fifty-one families that still hold these nine hundred ninety-
nine-year leases today. Due to the unique structure of the nine hundred ninety-nine-
year leases, with absolute restrictions against mortgage or transfer, a descent scheme
set out by statute, and other features, many families are unable to maintain homes or
otherwise effectively use the land. The nature of the leases has also caused signifi-
cant conflict among several families. The history of the nine hundred ninety-nine-
year leases and the problems related to the leaseholds are detailed in the January 10,
1994, report: ‘‘Analysis of the 999 Year Homestead Lease Program: Current
Problems and Possible Solutions’’, prepared for the seventeenth legislature and the
office of Hawaiian affairs.

Who holds a rightful interest in the nine hundred ninety-nine-year leases is
determined by the application of the descent scheme set forth in section 171-99(e),
Hawaii Revised Statutes. After nearly one hundred years, there is frequently lack of
documentation and uncertainty regarding the identity of the rightful holders of the
nine hundred ninety-nine-year leases. This uncertainty exacerbates many of the
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problems experienced by lessees and their families, and created significant barriers
to implementing solutions. Furthermore, determining the rightful holders of the
leaseholds is necessary for the exercise of certain rights held by the lessees.

Families desiring to clarify or legally establish their rights have few re-
sources and options. Under current law, the only means of determining the interests
of lessees is through a probate court determination of heirs. Obtaining a court
determination of heirs can be expensive and creates a difficult and often insurmount-
able barrier for some families.

In addition to the nine hundred ninety-nine-year lease families, there are a
number of other persons of Hawaiian heritage for whom legal entitlements rest
significantly upon genealogy determinations. These persons, likewise, face a lack of
resources and cumbersome processes for determining genealogies, descents, blood
quantum, and other related facts. If the successor determination program for the nine
hundred ninety-nine-year lease holders proves effective, it could serve as a model for
other situations.

The purpose of this Act is to statutorily authorize a successor determination
program within the office of Hawaiian affairs which would allow for a range of
services including genealogy research guidance and assistance, genealogy research,
and an arbitration program for determining leasehold interests under section
171-99(e).

SECTION 2. Chapter 171, Hawaii Revised Statutes, is amended by adding a
new section to part IV to be appropriately designated and to read as follows:

““8§171-  Successor determination program. (a) The office of Hawaiian
affairs may establish a successor determination program to assist persons with an
interest or presumed interest in a nine hundred ninety-nine-year homestead lease to
determine their legal interests under the provisions of section 171-99(e).

(b) The successor determination program may provide:

(1) Genealogy data and information;

(2) Assistance and guidance regarding genealogy research;

(3) Research services;

(4) Mediation services; and

(5) Binding and nonbinding arbitration.

(c) The arbitration program shall:

(1) Establish a panel of persons knowledgeable in matters of genealogy
who will be available as arbitrators for the arbitration program;

(2) Within one hundred twenty days of the effective date of this Act, adopt
written procedures under chapter 91 for the conduct of arbitrations
under this section; provided that if no such written procedures are
adopted within one hundred twenty days, the commercial arbitration
rules of the American Arbitration Association shall apply to the extent
not inconsistent with this section until such time as other written
procedures are adopted; provided further, that any proceedings that are
commenced under the commercial arbitration rules of the American
Arbitration Association shall be completed under those rules;

(3) Provide for notice of the arbitration proceeding in the same manner as
required for a probate court determination of heirs;

(4) Provide an opportunity for all persons claiming an interest in the
subject nine hundred ninety-nine-year leasehold to participate;

(5) Provide for binding arbitration if all participants who respond to a
notice of arbitration indicate that they desire the arbitration to be
binding. If any participant fails to indicate, or indicates that the partici-
pant desires nonbinding arbitration, the arbitration shall be nonbinding;
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(6) Apply section 171-99(e), to determine the legal interests of the partici-
pants in the subject nine hundred ninety-nine-year lease;

(7) Provide a written arbitration award setting forth the legal interests of
the participants in the subject nine hundred ninety-nine-year lease; and

(8) Conduct arbitrations under and subject to the provisions of chapter 658,
and subject to confirmation by the circuit court upon application of any
participant in the arbitration pursuant to section 658-8.”

SECTION 3. New statutory material is underscored.'

SECTION 4. This Act shall take effect upon its approval.
(Approved April 24, 1995.)

Note
1. Edited pursuant to HRS §23G-16.5.

ACT 31 H.B. NO. 1427

A Bill for an Act Relating to the Probate Code.
Be It Enacted by the Legislature of the State of Hawaii:

SECTION 1. The purpose of this Act is to clarify section 560:3-1201 of the
probate code, relating to the collection of personal property by affidavit and
summary administration of small estates.

First, the intent of the legislature is that all types of personal property, both
tangible and intangible, are transferrable by affidavit pursuant to section 560:3-1201.
Because of the current wording of that section, however, there is a question as to
whether it actually has that scope. For example, it is not clear that vested interests in
trust estates are transferrable pursuant to that section. Section 560:3-1201 is
amended to clarify that all such personal property is transferrable by affidavit.

Second, section 560:3-1201 focuses on *‘a person claiming to be the succes-
sor of the decedent’’, thus raising a question whether the affidavit procedure under
that section is available in the common case in which a decedent leaves more than
one heir or devisee. There is no valid policy reason why the affidavit procedure
should be available where a decedent leaves only one successor but should not be
available where the decedent leaves more than one. The section is therefore amended
to clarify that the affidavit procedure is available in both cases in which a decedent
leaves just one successor and in cases in which a decedent leaves more than one
SUCCessor.

Finally, section 560:3-1201 does not clearly require registrars of title —for
example, the county directors of finance (with respect to motor vehicles), various
transfer agents (with respect to stock certificates), and the director of transportation
(with respect to boats, etc.) —to issue new indicia of ownership to one who presents
the type of affidavit contemplated by that section. The section is therefore amended
to require any such registrar of title to change the registered ownership of the
decedent’s interest in the property from the decedent to the decedent’s claimed
successor, and to issue a certificate or other document evidencing ownership of the
property by the successor.

SECTION 2. Section 560:3-1201, Hawaii Revised Statutes, is amended to
read as follows:
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¢§560:3-1201 Collection of personal property by affidavit. (a) Any
person indebted to the decedent or having possession of tangible personal property
or an instrument evidencing a debt, obligation, stock, [or] chose in action, or other
intangible personal property belonging to the decedent shall make payment of the
indebtedness or deliver the tangible personal property or an instrument evidencing
[a] the debt, obligation, stock, [or] chose in action, or other intangible personal
property to a person or persons [claiming] claimed to be the successor or successors
of the decedent or to the department of human services where the department has
paid for the decedent’s burial [services] pursuant to section 346-15, upon being
presented a death certificate for the decedent and an affidavit made by or on behalf
of the claimed successor or successors or the department of human services stating
that:

(1) The gross value of the decedent’s estate in this State does not exceed
$20,000; except that a motor vehicle registered in the decedent’s name
may be tranferred regardless of value pursuant to this section;

(2) No application or petition for the appointment of a personal representa-
tive is pending or has been granted in this State; and

(3) [(@)] (A) The [claiming] claimed successor [is] or successors are

entitled to [payment or delivery of] the property and explaining
the relationship of the [claiming] claimed successor or successors
to the decedent; or
[(b)] (B) The department of human services has paid for the decedent’s
burial.
The affidavit of the department of human services shall have priority over any other
claim [filed] presented pursuant to this section.

(b) Upon the presentation of an affidavit meeting the requirements of
subsection (a), any person having legal authority to issue a certificate or other
evidence of ownership of tangible personal property or a debt, obligation, stock,
chose in action, or other intangible personal property belonging to the decedent shall
change the registered ownership of the decedent’s interest in the property from the
decedent to the decedent’s claimed successor or successors and shall issue a
certificate or other document evidencing the ownership of the property by the
decedent’s claimed successor or successors.”’

SECTION 3. Statutory material to be repealed is bracketed. New statutory
material is underscored.

SECTION 4. This Act shall take effect upon its approval.
(Approved April 24, 1995.)

ACT 32 H.B. NO. 1848

A Bill for an Act Relating to Pesticide Residue Labeling.
Be It Enacted by the Legislature of the State of Hawaii:

SECTION 1. Part IV of chapter 148, Advertising and Marketing, Hawaii
Revised Statutes, is repealed.

SECTION 2. This Act shall take effect upon its approval.
(Approved April 24, 1995.)
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ACT 33 H.B. NO. 1937

A Bill for an Act Relating to Interstate Banking.
Be It Enacted by the Legislature of the State of Hawaii:

SECTION 1. Section 412:2-503, Hawaii Revised Statutes, is amended by
amending subsection (a) to read as follows:

““(a) If the failing financial institution is a bank, savings bank, or depository
financial services loan company that is a Hawaii financial institution, or if the
institution to result from the acquisition proposed in the application is to be any of
the foregoing, the commissioner may accept an application under this part only
from:

(1) A Hawaii financial institution;

(2) A federal financial institution whose operations are principally con-
ducted in this State (unless the operations of any holding company of
such an applicant are principally conducted in a state other than Hawaii
or a qualifying state);

(3) A financial institution whose operations are principally conducted in a
qualifying state (unless the operations of any holding company of such
an applicant are principally conducted in a state other than Hawaii or a
qualifying state);

(4) The holding company of any of the foregoing, if any (unless the
operations of such holding company or any holding company of such
holding company are principally conducted in a state other than Hawaii
or a qualifying state); [and]

(5) A person that is not a companyl[.]; and

(6) Notwithstanding any other limitations in this section, a bank holding
company as defined under the Bank Holding Company Act of 1956, as
amended, that is adequately capitalized and adequately managed.’’

SECTION 2. Section 412:2-505, Hawaii Revised Statutes, is amended to
read as follows:

¢¢§412:2-505 [Granting of applications; priorities. In considering applica-
tions under this part, the commissioner shall give priority to the following tiers:
(1) First, to Hawaii financial institutions and federal financial institutions
whose operations are principally conducted in this State (unless the
operations of any holding company of any such Hawaii financial
institution or federal financial institution are principally conducted in a
state other than Hawaii), to holding companies of the foregoing (unless
the operations of any such holding company or the operations of any
holding company of such holding company are principally conducted
in a state other than Hawaii), and to persons that are not companies;
(2) Second, to financial institutions whose operations are principally con-
ducted in a qualifying state and to holding companies of the foregoing
(unless the operations of any such holding company or the operations
of any holding company of such holding company are principally
conducted in a state other than Hawaii or a qualifying state); and
(3) Third, to any other person whose application may be approved under
this part. ,
Before a financial institution, holding company, or person described in
paragraph (2) or (3) may be considered, all Hawaii institutions and holding compa-
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nies which the commissioner deems to be qualified to submit any proposal to acquire
not less than substantially all of the deposits or federally insured deposits of the
failing financial institution must affirmatively decline to submit any proposal to
acquire only the deposits of the failing financial institution.] Waiver of statewide
concentration limits under the Bank Holding Company Act of 1956, as
amended. If the commissioner finds that waiver of the statewide concentration
limits under section 3(d) of the Bank Holding Company Act of 1956, as amended, is
necessary to prevent probable failure of the Hawaii financial institution, the commis-
sioner shall have the power to issue a waiver of those statewide concentration
limits.”’

SECTION 3. Statutory material to be repealed is bracketed. New statutory
material is underscored.

SECTION 4. This Act shall take effect upon its approval.
(Approved April 24, 1995.)

ACT 34 H.B. NO. 1940

A Bill for an Act Relating to Pharmacists.
Be It Enacted by the Legislature of the State of Hawaii:

SECTION 1. Section 461-1, Hawaii Revised Statutes, is amended as follows:

1. By adding two new definitions to be appropriately inserted and to read as
follows:

““““Encumbered license’” means a license issued by any state or territory of
the United States for the practice of pharmacy which is revoked, suspended, or made
probationary or conditional by the licensing or registering authority in the respective
jurisdiction as a result of disciplinary action.

‘“Practitioner’’ means an individual licensed by the State to prescribe pre-
scription drugs within the scope of the person’s practice.”’

2. By amending the definition of ‘‘prescription’’ to read as follows:

“““‘Prescription’” means an order or formula issued by a [licensed] practi-
tioner [of medicine, osteopathy, podiatry, dentistry, or veterinary medicine,]
licensed by the State to prescribe prescription drugs within the scope of the
practitioner’s practice, for the compounding or dispensing of drugs[.] or an order or
formula issued by an out-of-state practitioner in compliance with chapter 328.”’

SECTION 2. Section 461-5, Hawaii Revised Statutes, is amended to read as
follows:

‘§461-5 Qualifications for license. (a) Any applicant for a license as a
pharmacist shall submit an application on a form prescribed by the board and shall
provide evidence to the board that the applicant:

(1) TIs at least eighteen years of age;
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(2) Holds a degree from a school or college of pharmacy or department in a
university[,] which [school or college or department] is recognized and
accredited by the American Council of Pharmaceutical Education;

(3) Has a minimum of fifteen hundred hours practical experience in any
state of the United States in a pharmacy under the supervision of a
registered pharmacist. Service and experience in a pharmacy under the
supervision of a registered pharmacist as required in this section shall
be predominantly related to the selling of drugs, compounding pre-
scriptions, preparing pharmaceutical preparations, and keeping records
and making reports required under state and federal statutes. In the
event an applicant has no practical experience as required, the applicant
may take the examination and upon passing the examination, shall not
receive a license until after the fulfillment of the practical experience
requirement; [and]

(4) Has passed an examination as may be prescribed by the board[.]; and

(5) Does not have an encumbered license or a pending disciplinary action
or unresolved complaint in the practice of pharmacy in any state or
territory of the United States, or if any license has been or is encum-
bered, the applicant shall provide all information requested by the
board.

(b) Any applicant who is otherwise qualified to apply for a license to practice
pharmacy in this State, but who is a graduate of a school or college of pharmacy
located outside the United States[, whose school or college of pharmacy] which has
not been recognized by the board as an accredited school [but who is otherwise
qualified to apply for a license to practice pharmacy in this State], may be deemed to
have satisfied the requirement of subsection (a)(2) by providing verification to the
board of the applicant’s academic record and [the applicant’s] graduation and by
meeting other requirements as the board may establish from time to time. The board
shall require the applicant to successfully pass an examination or examinations given
or approved by the board to establish proficiency in English if the school is located
outside the United States in a country where the official language is not English, and
equivalency of education of [such] the applicant with qualified graduates of a school
or college recognized by the board as a prerequisite to taking the licensure examina-
tion [provided for in] required by section 461-6.”’

SECTION 3. Section 461-6, Hawaii Revised Statutes, is amended by amend-
ing subsection (b) to read as follows:

“‘(b) Every [application for examination shall be made] applicant for a
license as a pharmacist, except an applicant applying under section 461-8.5, shall
apply on a form to be supplied by the board and shall [be filed] either file the form
with the board at least sixty days before the examination[.], or if taking the exam in
another state pursuant to the National Association of Boards of Pharmacy Score
Transfer Program, shall file the form no later than ninety days after the examination.
Each application shall be accompanied by application and examination fees. Exami-
nations shall be held at least twice a year.”’

SECTION 4. Section 461-7, Hawaii Revised Statutes, is amended by amend-
ing subsection (a) to read as follows:

“‘(a) A registered pharmacist of any state or territory of the United States
who does not have an encumbered license or any pending disciplinary action or
unresolved complaints in any state or territory of the United States and who is not
eligible for licensure by reciprocity under section [461-8.5] 461-8.5(5) may be
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granted a temporary license by the board; provided that the person shall first pass the
state jurisprudence examination with a score of not less than seventy-five.”’

SECTION 5. Section 461-8.5, Hawaii Revised Statutes, is amended to read
as follows:

¢§461-8.5 Reciprocity. [(a)] Any pharmacist who is registered or licensed
under the laws of any state or territory of the United States with qualifications for
licensure which equal or exceed those of this State, shall be eligible for licensure;
provided that:

(1) The pharmacist possesses a current valid license;

(2). The pharmacist has practiced as a registered pharmacist for fifteen
hundred hours or more within the five years preceding the date of
application;

(3) [No] There is no disciplinary action pending or other unresolved
complaints [is pending] against the pharmacist in any state or territory[;
and] of the United States;

(4) The pharmacist does not have an encumbered license or a pending
disciplinary action or unresolved complaint in the practice of pharmacy
in any state or territory of the United States, or if any license has been
or is encumbered, the pharmacist shall provide any information re-
quested by the board; and

[(#)] (5) The laws of the other state or territory grant reciprocal treatment to
licensees of this State.

The board may examine [such] these licensees only as to knowledge of this State’s
statutes and rules.

[(b) If a registered pharmacist has not engaged in the practice of pharmacy in
any state or territory of the United States for more than five years, the board may
require the pharmacist to satisfy additional requirements, as specified in rules
adopted pursuant to chapter 91, to demonstrate that the pharmacist is competent to
practice in this State.]”’

SECTION 6. Section 461-19, Hawaii Revised Statutes, is amended to read as
follows:

‘‘§461-19 Application of law. This chapter shall not apply to any
practitioner legally licensed [practitioner of medicine, osteopathy, dentistry, or
veterinary medicine] by the State to prescribe prescription drugs within the scope of
the practitioner’s practice when the practitioner is handling drugs in the course of the
practitioner’s professional duties or prohibit the practitioner [or a podiatrist] from
personally supplying the practitioner’s [or podiatrist’s] own patients with such
[remedies as the practitioner or podiatrist may desire within the course of the
practitioner’s or podiatrist’s professional practice only.] prescription drugs if the
prescription drugs fall within the practitioner’s scope of authorized practice.”’

SECTION 7. Statutory material to be repealed is bracketed. New statutory
material is underscored.

SECTION 8. This Act shall take effect upon its approval.
(Approved April 24, 1995.)
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ACT 35 H.B. NO. 1942

A Bill for an Act Relating to Uniform Licensing Requirements.

Be It Enacted by the Legislature of the State of Hawaii:

SECTION 1. Section 436B-9, Hawaii Revised Statutes, is amended by
amending subsection (b) to read as follows:

“‘(b) An application [may] shall be considered to be abandoned if it is not
completed and the required documents and other information are not submitted to
the department within [one year from the date first filed.] two years from the last
date documents or information were requested; provided that the licensing authority
may extend this time period by rule. The licensing authority shall not be required to
act on any abandoned application, and the application may be [returned or] de-
stroyed by the licensing authority or its delegate.”

SECTION 2. Section 436B-10, Hawaii Revised Statutes, is amended to read
as follows:

¢§436B-10 Application and requirements for licensure. (a) Application

for a license shall be made under oath on [a] an application form to be furnished by

the licensing authority. [The form may require the applicant to provide the follow-

ing:] An applicant shall provide the following information on the application form:
The applicant’s legal name;

(2) [A statement] Affirmation that the applicant is beyond the age of
majority;

(3) The applicant’s current residence, business[,] and mailing addresses][;],
and phone numbers;

(4) The applicant’s social security numberf[;] if the licensing authority is
authorized by federal law to require the disclosure;

(5) The date and place of any conviction of a penal crime directly related to
the profession or vocation in which the applicant is applying for
licensure, unless the conviction has been expunged or annulled, or is
otherwise precluded from consideration by section 831-3.1; [and]

(6) Proof that the applicant is a United States citizen, a United States
national, -or an alien authorized to work in the United States;

(7) Disclosure of similar licensure in any state or territory;

(8) Disclosure of disciplinary action by any state or territory against any
license held by the applicant; and

[(6)] (9) Any other information the licensing authority may require to inves-
tigate the applicant’s qualifications for licensure.

Failure to provide the above information and pay the required fees shall be grounds
to deny the application for licensure.

(b) In addition to any other requirements provided by law, all applicants

shall be:

(1) Beyond the age of majority; and

(2) A United States citizen, a United States national, or an alien authorized
to work in the United States.’’

SECTION 3. Section 436B-11, Hawaii Revised Statutes, is amended to read
as follows:
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¢‘§436B-11 [License] Additional licensure requirements. In addition to
any other requirements provided by law, the licensing authority may also require by
rule that the applicant [to] provide the following:
[(1) A complete application with every applicable fee;
(2)  Attestation that the applicant is beyond the age of majority prior to the
date of the application; in]
(1) In the case of a partnership applicant, each general partner shall attest
that each partner is beyond the age of majority;
[(3)] (2) Proof that the applicant is competent, trustworthy, fair, and has
financial integrity; and
()] (3) Proof that the applicant has satisfied all applicable business registra-
tion requirements prior to applying for licensure[; and
(5)  Proof that the applicant is a United States citizen, United States na-
tional, or an alien authorized to work in the United States].”’

SECTION 4. Statutory material to be repealed is bracketed. New statutory
material is underscored.

SECTION 5. This Act shall take effect upon its approval.
(Approved April 24, 1995.)

ACT 36 H.B. NO. 2204

A Bill for an Act Relating to Financial Institutions.

Be It Enacted by the Legislature of the State of Hawaii:

SECTION 1. Section 478-8, Hawaii Revised Statutes, is amended by amend-
ing subsection (a) to read as follows:

“‘(a) [The provisions of this] This chapter (except for this section and section
478-3) shall not apply to any mortgage loan transaction wholly or partially secured
by a guarantee or insurance or a commitment to insure issued under the provisions of
the National Housing Act, Chapter 13 of Title 12 of the United States Code, the
Veterans Benefit Act, subchapters I and II of Chapter 37 of Title 38 of the United
States Code, and subchapter III of Chapter 8A of Title 42 of the United States
Codel[.], the Small Business Act, Chapter 14A of Title 15 of the United States Code,
and the Small Business Investment Act, Chapter 14B of Title 15 of the United States
Code.”’

SECTION 2. Statutory material to be repealed is bracketed. New statutory
material is underscored.

SECTION 3. This Act shall take effect upon its approval.
(Approved April 24, 1995.)
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ACT 37 H.B. NO. 2237

A Bill for an Act Relating to Adoptions.
Be It Enacted by the Legislature of the State of Hawaii:

SECTION 1. Currently, when a child from a foreign country is adopted, the
adoptive parents must go through a three-step process in order for the child to
receive a decree of adoption from Hawaii. The child must receive the necessary
papers from the country in which it was born. The adoptive parents must then submit
these papers to the United States Immigration and Naturalization Service for review
and authorization to enter the country. Then there must be a hearing by the Hawaii
courts in order to receive the adoption decree. The legislature finds that in circum-
stances where the fitness of the adoptive parents and other issues that the Hawaii
courts review in the state hearing are reviewed by the proper authorities in the
foreign country as well as the United States Immigration and Naturalization Service,
the hearing in Hawaii is redundant and a waste of the State’s resources as well as the
resources and time of the adoptive parents.

The purpose of this Act is to allow the family court, in circumstances where
the issues it would have reviewed have received full consideration by the foreign
country and the United States Immigration and Naturalization Service, to waive the
requirement of a hearing before issuing an adoption decree for children adopted
from foreign countries.

SECTION 2. Section 578-8, Hawaii Revised Statutes, is amended to read as
follows:

¢¢§578-8 Hearing; investigation; decree. (a) No decree of adoption shall be
entered unless a hearing has been held at which the petitioner or petitioners, and any
legal parent married to a petitioner, and any subject of the adoption whose consent is
required, have personally appeared before the court, unless expressly excused by the
court. After considering the petition and such evidence as the petitioners and any
other properly interested person may wish to present, the court may enter a decree of
adoption if it is satisfied (1) that the individual is adoptable under sections 578-1 and
578-2, (2) that the individual is physically, mentally, and otherwise suitable for -
adoption by the petitioners, (3) that the petitioners are fit
and proper persons and financially able to give the individual a proper home and
education, if the individual is a child, and (4) that the adoption will be for the best
interests of the individual, which decree shall take effect upon such date as may be
fixed therein by the court, such date to be not earlier than the date of the filing of the
petition and not later than six months after the date of the entry of the decree.

(b) Before entering the decree, the court shall notify the director of human
services of the pendency of such petition for adoption and allow a reasonable time
for the director to make such investigation as the director may deem proper as to the
fitness of the petitioners to adopt the individual, however, the physical disability of
the petitioners shall not of itself be determinant of unfitness for purposes of this
section, and as to whether the best interest of the individual will be subserved by the
adoption; provided that the court may, if it finds that the best interests of the
individual to be adopted so require, by written order waive the requirement for
notification and investigation above set forth, and enter its decree solely on the basis
of the evidence adduced at the hearing. The director shall have the right to intervene
in any adoption proceeding for the purpose of protecting the interests of the
individual to be adopted or of any legal parent of the individual, and shall have the
same rights of appeal as any party to the proceeding. The attorney general, upon the
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request of the director, shall represent the director in any such proceeding. The
director, when notified as above set forth, or when the director has intervened
without notification, shall make a report to the court within the time required,
reporting the facts disclosed and the director’s recommendation; provided that the
director, if the director determines that the best interests of the individual to be
adopted will be served thereby, may refer any such notification to a child placing
organization approved by the department under section 346-17, and the report and
recommendation of such organization, when forwarded by the director, shail be
considered by the court in lieu of a report and recommendation by the director. If the
court determines that any such report discloses facts adverse to the petitioners or
indicates that the best interests of the individual to be adopted will not be subserved
by the proposed adoption, it shall thereupon give notice of the determination to the
petitioners and afford them a reasonable opportunity to rebut the report.

(c) In cases where a child is adopted from a foreign country and is brought
into the State, the court, in its discretion, may dispense with a hearing upon receipt of
a sworn affidavit, ex-parte, from the adoptive parents requesting that the hearing be
dispensed with, and upon a finding that the issues it would have reviewed have
received full consideration by the country from which the child was adopted and the
United States Immigration and Naturalization Service.”’

SECTION 3. This Act does not affect rights and duties that matured,
penalties that were incurred, and proceedings that were begun, before its effective
date.

SECTION 4. New statutory material is underscored.

SECTION 5. This Act shall take effect upon its approval.
(Approved April 24, 1995.)

ACT 38 H.B. NO. 2275

A Bill for an Act Relating to Liquor.
Be It Enacted by the Legislature of the State of Hawaii:

SECTION 1. The purpose of this Act is to bring Hawaii’s laws regarding the
manufacture of malt beverages into conformity with other jurisdictions, such as
California, Colorado, and Oregon.

SECTION 2. Section 281-31, Hawaii Revised Statutes, is amended by
amending subsection (0) to read as follows:

‘(o) Class 14. Brewpub licenses. A brewpub licensee:

(1) Shall manufacture not more than [three] five thousand barrels of malt
beverages on the licensee’s premises during the license year;

(2) May sell malt beverages manufactured on the licensee’s premises for
consumption on the premises;

(3) May sell malt beverages[, not more than fifteen per cent of the li-
censee’s total production,] manufactured by the licensee in brewery-
sealed packages to class 3, wholesale dealer licensees; [and]
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(4) May sell intoxicating liquor, regardless of source, to consumers for
consumption on the licensee’s premises; provided that the premises is
owned and operated by the licensee.

The categories of establishments shall be as follows:
(A) A standard bar; or
(B) Premises in which live entertainment or recorded music is pro-
vided. Facilities for dancing by the patrons may be permitted as
provided by commission rules.”’

SECTION 3. Statutory material to be repealed is bracketed. New statutory
material is underscored.

SECTION 4. This Act shall take effect upon its approval.
(Approved April 24, 1995.)

ACT 39 S.B. NO. 927

A Bill for an Act Relating to Financial Services Loan Companies.
Be It Enacted by the Legislature of the State of Hawaii:

SECTION 1. Section 412:9-304, Hawaii Revised Statutes, is amended to
read as follows:

¢§412:9-304 Consumer loan charges. Unless specifically authorized in
this article or by rule adopted by the commissioner, a financial services loan
company shall only have the right to charge, contract for, and receive in advance or
otherwise the following charges in addition to the interest permitted in section
412:9-302 for a consumer loan made under this article:

(1) Late charges under the consumer loan on any delinquent installment, or
portion of the delinquent installment where there has been no extension
or deferment. Delinquency occurs when the installment or payment is
not paid on the due date. Late charges shall not be collected more than
once for the same delinquent installment. Late charges on any con-
sumer loan shall not exceed five per cent of the delinquent instaliment,
and late charges shall not be assessed on any consumer loan after
acceleration of the maturity of the consumer loan;

(2) A prepayment penalty as provided in the note or other form of contract
signed by the borrower on any amount which is voluntarily prepaid;
provided that:

(A) The prepayment penalty on any consumer loan with a term of
five years or more that is primarily secured by an interest in real
property and in which the interest rate is computed under section
412:9-301(2) and which is prepaid within five years of the date of
the loan shall be computed on the amount prepaid in excess of
twenty per cent of the original principal amount of the loan in any
twelve-month period measured from the date of the loan or from
any anniversary of the loan date. The prepayment penalty may be
charged only on amounts in excess of the twenty per cent amount
in each twelve-month period in such five-year period and shall
not exceed six months of interest at the maximum interest rate
permissible for the consumer loan by law on the amount prepaid;
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(B) The prepayment penalty shall not be charged on a consumer loan
that is a variable rate or open-end loan, on a precomputed loan on
which interest is computed. under section 412:9-301(1), or on
loans which are not secured by real estate; and

(C) The prepayment penalty shall not be charged on any amount
which is paid because of the exercise of any acceleration provi-
sion by the financial services loan company;

Extension or deferment charges on any payment on account of the
principal balance of a loan, or a portion thereof, which is due on a
particular date and which is extended or deferred to a later date by
mutual agreement. The charges shall be based upon the amount so
extended or deferred at interest not exceeding that permitted upon the
original loan under section 412:9-302, for the actual period of the
extension or deferment. The extension or deferment charges may be
collected either in advance at the commencement of the period of
extension or deferment or otherwise as agreed. The term and conditions
of the extension or deferment, including the amount of the consumer
loan so extended or deferred, and the period of, and the charge for the
extension or deferment shall be set forth in writing and signed by the
borrower with one copy given to the borrower;

Nonrefundable discount, points, loan fees, and loan origination

charges, provided that:

(A) Discount, points, loan fees, and loan origination charges shall not
be charged on precomputed loans on which interest is computed
under section 412:9-301(1); and )

(B) The nonrefundable discount, points, loan fees, and loan origina-
tion charges shall be permitted on consumer loans on which
interest is computed under section 412:9-301(2) only if the con-
sumer loan is secured by an interest in real property. Provided
further[,] that except for open-end loans, the nonrefundable dis-
count, points, loan fees, and origination charges shall be included
as interest to determine compliance of the loan with the interest
rate limits under section 412:9-302(b)(2) when the consumer
loan is made.

The nonrefundable discount, points, loan fees, and loan origination
charges shall be fully earned on the date the loan commitment agree-
ment or other form of contract is executed and the commitment fee paid
or on the date the consumer loan is made and shall not be subject to
refund on prepayment of the consumer loan;
Fees, charges, and expenses reasonably related to the consumer loan
transaction which are retained by the financial services loan company,
provided that such fees are bona fide and reasonable and not unfair or
deceptive. Such fees are limited to notary fees, appraisal fees, appraisal
review fees, [and any other fees as adopted by the commissioner
pursuant to rule;] and attorney’s fees for preparing deeds, promissory
notes, mortgages, and reconveyance, settlement, and similar docu-
ments, on a consumer loan which is secured by an interest in real
property. The commissioner may adopt, pursuant to rule, any fees in
addition to those enumerated in this subsection;

Fees, charges, and expenses reasonably related to the consumer loan

transaction which are actually paid to third parties, no portion of which

inures to the benefit of the financial services loan company. Such fees,
charges, and expenses may include, but are not limited to, charges for
credit reports, actual taxes, and fees charged by a governmental agency
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for recording, filing, or entering of record any security agreements or
instruments including the partial or complete release of such security
agreements or instruments, insurance premiums of the kind and to the
extent described in paragraph (2) of subsection (e) of Section 226.4 of
Regulation Z of the Board of Governors of the Federal Reserve System;
provided that the insurance premium shall not exceed $4, appraisal
fees, appraisal review fees, title report or title insurance fees, mortgage
reserve funds to be used for payment of taxes, insurance, lease rent and
condominium assessments, and attorney’s fees and expenses for docu-
mentation of the consumer loan or for the collection of any consumer
loan in default.”

SECTION 2. Statutory material to be repealed is bracketed. New statutory
material is underscored.

SECTION 3. This Act shall take effect upon its approval.
(Approved April 24, 1995.)

ACT 40 S.B. NO. 1381

A Bill for an Act Relating to Uniform Commercial Code Article 3.
Be It Enacted by the Legislature of the State of Hawaii:

SECTION 1. Chapter 490, Hawaii Revised Statutes, is amended by adding to
article 3 a new section to be designated and to read as follows:

¢¢§490:3-312 Lost, destroyed, or stolen cashier’s check, teller’s check, or
certified check. (a) In this section:

(1) “‘Check’ means a cashier’s check, teller’s check, or certified check.

(2) ‘‘Claimant’’ means a person who claims the right to receive the amount

of a cashier’s check, teller’s check, or certified check that was lost,
destroyed, or stolen.

(3) ‘‘Declaration of loss’’ means a written statement, made under penalty

of perjury, to the effect that (i) the declarer lost possession of a check,
(ii) the declarer is the drawer or payee of the check, in the case of a
certified check, or the remitter or payee of the check, in the case of a
cashier’s check or teller’s check, (iii) the loss of possession was not the
result of a transfer by the declarer or a lawful seizure, and (iv) the
declarer cannot reasonably obtain possession of the check because the
check was destroyed, its whereabouts cannot be determined, or it is in
the wrongful possession of an unknown person or a person that cannot
be found or is not amenable to service of process.

(4) ‘‘Obligated bank’’ means the issuer of a cashier’s check or teller’s

check or the acceptor of a certified check.

(b) A claimant may assert a claim to the amount of a check by a communica-
tion to the obligated bank describing the check with reasonable certainty and
requesting payment of the amount of the check, if (i) the claimant is the drawer or
payee of a certified check or the remitter or payee of a cashier’s check or teller’s
check, (ii) the communication contains or is accompanied by a declaration of loss of
the claimant with respect to the check, (iii) the communication is received at a time
and in a manner affording the bank a reasonable time to act on it before the check is
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paid, and (iv) the claimant provides reasonable identification if requested by the
obligated bank. Delivery of a declaration of loss is a warranty of the truth of the
statements made in the declaration. If a claim is asserted in compliance with this
subsection, the following rules apply:

(1) The claim becomes enforceable at the later of (i) the time the claim is
asserted, or (ii) the ninetieth day following the date of the check, in the
case of a cashier’s check or teller’s check, or the ninetieth day follow-
ing the date of the acceptance, in the case of a certified check.

(2) Until the claim becomes enforceable, it has no legal effect and the
obligated bank may pay the check or, in the case of a teller’s check,
may permit the drawee to pay the check. Payment to a person entitled to
enforce the check discharges all liability of the obligated bank with
respect to the check.

(3) If the claim becomes enforceable before the check is presented for
payment, the obligated bank is not obliged to pay the check.

(4) When the claim becomes enforceable, the obligated bank becomes
obliged to pay the amount of the check to the claimant if payment of the
check has not been made to a person entitled to enforce the check.
Subject to section 490:4-302(a)(1), payment to the claimant discharges
all liability of the obligated bank with respect to the check.

(c) If the obligated bank pays the amount of a check to a claimant under
subsection (b)(4) and the check is presented for payment by a person having rights of
a holder in due course, the claimant is obliged to (i) refund the payment to the
obligated bank if the check is paid, or (ii) pay the amount of the check to the person
having rights of a holder in due course if the check is dishonored.

(d) If a claimant has the right to assert a claim under subsection (b) and is
also a person entitled to enforce a cashier’s check, teller’s check, or certified check
which is lost, destroyed, or stolen, the claimant may assert rights with respect to the
check either under this section or section 490:3-309.””

SECTION 2. New statutory material is underscored.’
SECTION 3. This Act shall take effect upon its approval.
(Approved April 24, 1995.)

Note
1. Edited pursuant to HRS §23G-16.5.

ACT 41 S.B. NO. 1747

A Bill for an Act Relating to the Residential Landiord-Tenant Code.
Be It Enacted by the Legislature of the State of Hawaii:

SECTION 1. Section 521-71, Hawaii Revised Statutes, is amended by
amending subsection (c) to read as follows:

““(c) Before a landlord terminates a month-to-month tenancy where the
landlord contemplates voluntary demolition of the dwelling units, conversion to a
condominium property regime under chapter 514A, or changing the use of the
building to transient vacation rentals, the landlord shall provide notice to the tenant
at least one hundred twenty days in advance of the anticipated demolition or
anticipated termination, and shall comply with the provisions relating to conversions
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provided in section 514A-105, if applicable. If notice is revoked or amended and
reissued, the notice period shall begin from the date it was reissued or amended. Any
notice provided, revoked, or amended and reissued shall be in writing. When the
landlord provides notification of termination pursuant to this subsection, the tenant
may vacate at any time within the one-hundred-twenty-day period between the
notification and the termination date, but the tenant shall notify the landlord of the
date the tenant will vacate the dwelling unit and shall pay a prorated rent for that
period of occupation.”’

SECTION 2. New statutory material is underscored.

SECTION 3. This Act shall take effect upon its approval.
(Approved April 24, 1995.)

ACT 42 S.B. NO. 1748

A Bill for an Act Relating to the Residential Landlord-Tenant Code.
Be It Enacted by the Legislature of the State of Hawaii:

SECTION 1. Section 521-64, Hawaii Revised Statutes, is amended by
amending subsections (b), (c), and (d) to read as follows:

““(b) If the landlord fails to perform in the manner specified in subsection (a),
the tenant may:

(1) Immediately do or have done the necessary repairs in a [workmanlike]
competent manner, and upon submission to the landlord of receipts
amounting to at least the sum deducted, deduct from the tenant’s rent
not more than [$300] $500 for the tenant’s actual expenditures for work
done to correct the health or safety violation; or

(2) Submit to the landlord, at least five business days before having the
work done, written signed estimates from each of two qualified
[workmen] workers and proceed to have done the necessary work by
the [workman] worker who provides the lower estimate; provided that
the landlord may require in writing a reasonable substitute [workman]
worker or substitute materials, and upon submission to the landlord of
receipts amounting to at least the sum deducted, the tenant may deduct
[$300] $500 or one month’s rent, whichever is greater, for the tenant’s
actual expenditures for work done to correct the health or safety
violation.

(c) The landlord, upon written notification by the tenant of any defective
condition on the premises which is in material noncompliance with section
521-42(a) or with the rental agreement, shall commence repairs of the condition
within twelve business days of the notification with a good faith requirement that the
repairs be completed as soon as possible; provided that if the landlord is unable to
commence repairs within twelve business days for reasons beyond the landlord’s
control the landlord shall inform the tenant of the reason for the delay and set a
reasonable tentative date on which repairs will commence. In any case involving
repairs, except those required due to misuse by the tenant, to electrical, plumbing, or
other facilities, including major appliances provided by the landlord pursuant to the
rental agreement, necessary to provide sanitary and habitable living conditions, the
[landord] landlord shall commence repairs within three business days of receiving
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oral or written notification, with a good faith requirement that the repairs be
completed as soon as possible; provided that if the landlord is unable to commence
repairs within three business days for reasons beyond the landlord’s control the
landlord shall inform the tenant of the reasons for the delay and set a reasonable
tentative date on which repairs will commence.

(d) If the landlord fails to perform in the manner specified in subsection (c),
the tenant may immediately do or have done the necessary work in a [workmanlike]
competent manner and upon submission to the landlord of receipts amounting to at
least the sums deducted, deduct from the tenant’s rent not more than [$300] $500 for
the tenant’s actual expenditures for work done to correct the defective condition.”’

SECTION 2. Statutory material to be repealed is bracketed. New statutory
material is underscored.

SECTION 3. This Act shall take effect upon its approval.
(Approved April 24, 1995.)

ACT 43 S.B. NO. 1912

A Bill for an Act Relating to the Residential Landlord Tenant Code.
Be It Enacted by the Legislature of the State of Hawaii:

SECTION 1. Section 521-7, Hawaii Revised Statutes, is amended to read as
follows:

¢¢§521-7 Exclusions from application of chapter. Unless created solely to

avoid the application of this chapter, this chapter shall not apply to:

(1) Residence at an institution, whether public or private, where residence
is merely incidental to detention or the provision of medical, geriatric,
educational, religious, or similar services;

(2) Residence in a structure directly controlled and managed by the Uni-
versity of Hawaii for housing students or faculty of the University of
Hawaii or residence in a structure erected on land leased from the
University of Hawaii by a nonprofit corporation for the exclusive
purpose of housing students or faculty of the University of Hawaii;

(3) Occupancy under a bona fide contract of sale of the dwelling unit or the
property of which it is a part where the tenant is, or succeeds to the
interest of, the purchaser;

(4) Residence by a member of a fraternal organization in a structure
operated without profit for the benefit of the organization;

(5) Transient occupancy on a day-to-day basis in a hotel or motel;

(6) Occupancy by an employee of the owner or landlord whose right to
occupancy is conditional upon such employment or by a pensioner of
the owner or landlord[;] or occupancy for a period of up to four years
subsequent thereto, pursuant to a plan for the transfer of the dwelling
unit or the property of which it is a part to the occupant;

(7) A lease of improved residential land for a term of fifteen years or more,
measured from the date of the commencement of the lease;

(8 Occupancy by the prospective purchaser after an accepted offer to
purchase and prior to the actual transfer of the owner’s rights;
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(9) Occupancy in a homeless facility, or any other program for the home-
less authorized under chapter 358D;
(10) Residence or occupancy in a public housing complex or shelter directly
controlled, owned, or managed by the Hawaii housing authority; or
(11) Residence or occupancy in a transitional facility for abused family or
household members.”’

SECTION 2. Statutory material to be repealed is bracketed. New statutory
material is underscored.

SECTION 3. This Act shall take effect upon its approval.
(Approved April 24, 1995.)

ACT 44 H.B. NO. 552

A Bill for an Act Relating to Financial Services Loan Companies.

Be It Enacted by the Legislature of the State of Hawaii:

SECTION 1. Section 412:9-304, Hawaii Revised Statutes, is amended to
read as follows:

€¢§412:9-304 Consumer loan charges. Unless specifically authorized in
this article or by rule adopted by the commissioner, a financial services loan
company shall only have the right to charge, contract for, and receive in advance or
otherwise the following charges in addition to the interest permitted in section
412:9-302 for a consumer loan made under this article:

(1) Late charges under the consumer loan on any delinquent installment, or
portion of the delinquent installment where there has been no extension
or deferment. Delinquency occurs when the installment or payment is
not paid on the due date. Late charges shall not be collected more than
once for the same delinquent installment. Late charges on any con-
sumer loan shall not exceed five per cent of the delinquent installment,
and late charges shall not be assessed on any consumer loan after
acceleration of the maturity of the consumer loan;

(2) A prepayment penalty as provided in the note or other form of contract
signed by the borrower on any amount [which] that is voluntarily
prepaid; provided that:

(A) The prepayment penalty on any consumer loan with a term of
five years or more that is primarily secured by an interest in real
property and in which the interest rate is computed under section
412:9-301(2) and which is prepaid within five years of the date of
the loan shall be computed on the amount prepaid in excess of
twenty per cent of the original principal amount of the loan in any
twelve-month period measured from the date of the loan or from
any anniversary of the loan date. The prepayment penalty may be
charged only on amounts in excess of the twenty per cent amount
in each twelve-month period in such five-year period and shall
not exceed six months of interest at the maximum interest rate
permissible for the consumer loan by law on the amount prepaid;

(B) The prepayment penalty shall not be charged on a consumer loan
that is a variable rate or open-end loan, on a precomputed loan on
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which interest is computed under section 412:9-301(1), or on
loans [which] that are not secured by real estate; and

(C) The prepayment penalty shall not be charged on any amount
[which] that is paid because of the exercise of any acceleration
provision by the financial services loan company;

Extension or deferment charges on any payment on account of the
principal balance of a loan, or a portion thereof, [which] that is due on a
particular date [and which] but is extended or deferred to a later date by
mutual agreement. The charges shall be based upon the amount so
extended or deferred at interest not exceeding that permitted upon the
original loan under section 412:9-302, for the actual period of the
extension or deferment. The extension or deferment charges may be
collected either in advance at the commencement of the period of
extension or deferment or otherwise as agreed. The term and conditions
of the extension or deferment, including the amount of the consumer
loan so extended or deferred, and the period of, and the charge for the
extension or deferment shall be set forth in writing and signed by the
borrower with one copy given to the borrower;

Nonrefundable discount, points, loan fees, and loan origination

charges, provided that: ’

(A) Discount, points, loan fees, and loan origination charges shall not
be charged on precomputed loans on which interest is computed
under section 412:9-301(1); and

(B) The nonrefundable discount, points, loan fees, and loan origina-
tion charges shall be permitted on consumer loans on which
interest is computed under section 412:9-301(2) [only] if the
consumer loan is secured by an interest in real property[.] or if the
consumer loan is made to a lessee of land subject to the Hawaiian
Homes Commission Act and the loan, but for the provisions of
the Act, would be secured by a mortgage on the leasehold
interest. Provided further[,] that, except for open-end loans, the
nonrefundable discount, points, loan fees, and origination
charges shall be included as interest to determine compliance of
the loan with the interest rate limits under section 412:9-
302(b)(2) when the consumer loan is made.

The nonrefundable discount, points, loan fees, and loan origination
charges shall be fully earned on the date the loan commitment agree-
ment or other form of contract is executed and the commitment fee paid
or on the date the consumer loan is made and shall not be subject to
refund on prepayment of the consumer loan;
Fees, charges, and expenses reasonably related to the consumer loan
transaction [which] that are retained by the financial services loan
companyl[,]; provided that [such] the fees are bona fide and reasonable
and not unfair or deceptive. [Such] These fees are limited to notary
fees, appraisal fees, appraisal review fees, and any other fees as adopted
by the commissioner pursuant to rule;

Fees, charges, and expenses reasonably related to the consumer loan

transaction [which] that are actually paid to third parties, no portion of

which inures to the benefit of the financial services loan company.

[Such] The fees, charges, and expenses may include, but are not limited

to, charges for credit reports, actual taxes and fees charged by a

governmental agency for recording, filing or entering of record any

security agreements or instruments including the partial or complete
release of such security agreements or instruments, insurance pre-
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miums of the kind and to the extent described in paragraph (2) of
subsection (¢) of Section 226.4 of Regulation Z of the Board of
Governors of the Federal Reserve System; provided that the insurance
premium shall not exceed $4, appraisal fees, appraisal review fees, title
report or title insurance fees, mortgage reserve funds to be used for
payment of taxes, insurance, lease rent and condominium assessments,
and attorney’s fees and expenses for documentation of the consumer
loan or for the collection of any consumer loan in default.”’

SECTION 2. Statutory material to be repealed is bracketed. New statutory
material is underscored.

SECTION 3. This Act shall take effect upon its approval.
(Approved April 25, 1995.)

ACT 45 . H.B. NO. 556

A Bill for an Act Relating to Financial Services Loan Companies.

Be It Enacted by the Legislature of the State of Hawaii:

SECTION 1. Section 412:9-305, Hawaii Revised Statutes, is amended to
read as follows:

¢§412:9-305 Open-end consumer loans. (a) Open-end consumer loans
made under the authority of this article shall be subject to the following special
restrictions:

(1) A financial services loan company shall not compound interest on any
open-end consumer loan by adding any unpaid interest to the unpaid
principal balance of the open-end loan. However, the unpaid principal
balance may include charges other than interest and late charges;

(2) Regardless of the interest computation method used in each billing
cycle under an open-end loan agreement, the unpaid principal balance
of any day shall be determined by adding to any balance unpaid as of
the beginning of that day all advances and other permissible amounts
(other than interest) charged to the borrower, and deducting all pay-
ments and other credits made or received that day;

(3) If credit life insurance or credit disability insurance is provided, the
additional charge for the insurance shall be calculated in each billing
cycle by applying the current monthly premium rate (which may be
calculated daily), as approved by the insurance commissioner, to the
entire outstanding balances, or to as much of the outstanding balances
that the insurance covers, using the same method used for the calcula-
tion of loan interest. A financial services loan company shall not be
obligated to advance to the insurer any premiums for the insurance on a
borrower who is delinquent in making the required minimum payments
on the loan if one or more of the payments is past due for ninety days or
more. However, the financial services loan company shall advance to
the insurer the amounts required to keep the insurance in force during
the ninety-day period. The advanced amounts may be debited to the
borrower’s open-end account; and
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(4) A financial services loan company may retain any security interest in
real or personal property securing the open-end loan until the open-end
loan is terminated.

(b) A financial services loan company may impose charges on an open-end

consumer loan for:

(1) Participation in an open-end loan account, whether assessed on an
annual, periodic, or other basis; and

(2) Payment of items that overdraw an open-end loan account.”’

SECTION 2. New statutory material is underscored.

SECTION 3. This Act shall take effect upon its approval.
(Approved April 25, 1995.)

ACT 46 H.B. NO. 775

A Bill for an Act Relating to Endowment Funds.
Be It Enacted by the Legislature of the State of Hawaii:

SECTION 1. The Hawaii Revised Statutes is amended by adding a new
chapter to be appropriately designated and to read as follows:

“CHAPTER
UNIFORM MANAGEMENT OF INSTITUTIONAL FUNDS ACT

PART 1. GENERAL PROVISIONS

§ -1 Short title. This chapter may be cited as the ‘“Uniform Management
of Institutional Funds Act’’.

§ -2 Purpose. (a) The legislature finds that:

(1) Privately supported educational, religious, and charitable organizations
perform essential and needed services in the State of Hawaii;

(2) Uncertainty regarding legal restrictions on the management, invest-
ment, and expenditure of endowment funds of these organizations may
preclude obtaining the highest available return on endowment funds;
and

(3) These organizations, their officers, directors, governors and trustees,
and the citizens of the State of Hawaii will benefit from removal of this
uncertainty and by permitting endowment funds to be invested for the
long-term goals of achieving growth and maintaining purchasing power
without adversely affecting the availability of funds for current expen-
diture.

(b) The purpose of this chapter is to provide guidelines for the management,
investment, and expenditure of endowment funds of educational, religious, and
charitable organizations in order to eliminate the uncertainty regarding legal restric-
tions on the management, investment, and expenditure of these funds and thus
enable these organizations to maximize their resources for the benefit of the citizens
of the State of Hawaii and the State’s charitable needs.

§ -3 Definitions. As used in this chapter:
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“‘Community foundation’® means a community foundation or community
trust recognized as exempt from federal income tax and referred to in section 170(c)
of the Internal Revenue Code of 1986, as amended, and which meets the single
entity requirements of United States Treasury Regulations sections 1.170A-
9(e)(10-14) adopted thereunder.

‘“‘Endowment fund’’ means an institutional fund, or any part thereof, not
wholly expendable by the institution on a current basis under the terms of the
applicable gift instrument.

““Gift instrument’’ means a will, deed, grant, conveyance, agreement, memo-
randum, writing, or other governing document (including the terms of any institu-
tional solicitations from which an institutional fund resulted) under which property
is transferred to or held by an institution as an institutional fund.

““Governing board’’ means the body responsible for the management of an
institution or of an institutional fund.

‘‘Historic dollar value’” means the aggregate fair value in dollars of:

(1) An endowment fund at the time it became an endowment fund;

- (2) Each subsequent donation to the fund at the time it is made; and

(3) Each accumulation made pursuant to a direction in the applicable gift
instrument at the time the accumulation is added to the fund.

The determination of historic dollar value made in good faith by the institution shall
be conclusive.

“‘Institution’” means an incorporated or unincorporated organization orga-
nized and operated exclusively for educational, religious, charitable, or other
eleemosynary purposes, or a governmental organization to the extent that it holds
funds exclusively for any of these purposes.

““Institutional fund’’ means a fund held by an institution for its exclusive use,
benefit, or purposes, but does not include: '

(1) A fund held for an institution by a trustee that is not an institution,
unless the fund is held exclusively for the benefit of a community
foundation; or

(2) A fund in which a beneficiary that is not an institution has an interest
other than possible rights that could arise upon violation or failure of
the purposes of the fund.

§ -4 Appropriation of appreciation; accumulation of income. (a)
The governing board may appropriate for expenditure for the uses and purposes for
which an endowment fund is established so much of the net appreciation, realized
and unrealized, in the fair value of the assets of an endowment fund over the historic
dollar value of the fund as is prudent under the standard established by section ~ -8.

(b) The governing board may accumulate so much of the annual net income
of an endowment fund as is prudent under the standard established by section -8,
and may hold any or all of the accumulated income in an income reserve for
subsequent expenditure for the uses and purposes for which the endowment fund is
established or may add any or all of the accumulated income to the principal of the
endowment fund, as is prudent under this standard.

(c) This section does not limit the authority of the governing board to expend
funds or accumulate net income and add the same to principal as permitted under
other law, the terms of the applicable gift instrument, or the charter of the institution.

§ -5 Rule of construction. Section -4 does not apply if the applicable
gift instrument indicates the donor’s intention that net appreciation shall not be
expended or that income shall not be accumulated and added to principal of an
endowment fund. A restriction upon the expenditure of net appreciation may not be
implied from a designation of a gift as an endowment, or from a direction or
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authorization in the applicable gift instrument to use only ‘‘income”’, ‘‘interest’,
““‘dividends’’, or “‘rents, issues or profits’’, or ‘‘to preserve the principal intact’’ of a
direction which contains other words of similar import. A restriction upon the
accumulation of income or addition to principal of income may not be implied from
a designation of a gift as an endowment, or from a direction or authorization in the
applicable gift instrument to apply to the uses and purposes of the fund the
“‘income’’, ‘““interest”, ‘‘dividends’’, ‘‘currently expendable income’’, or ‘‘rent,
issues, or profits’’ or a direction which contains other words of similar import. This
rule of construction applies to gift instruments executed or in effect before or after
the effective date of this chapter.

§ -6 Investment authority. In addition to an investment otherwise autho-
rized by law or by the applicable gift instrument, and without restriction to invest-
ments a fiduciary may make, the governing board, subject to any specific limitations
set forth in the applicable gift instrument or in the applicable law other than law
relating to investments by a fiduciary, may:

(1) Invest and reinvest an institutional fund in any real or personal property
deemed advisable by the governing board, whether or not it produces a
current return, including mortgages, stocks, bonds, debentures, and
other securities of profit or nonprofit corporations, shares in or obli-
gations of associations, partnerships, or individuals, and obligations of
any government or subdivision or instrumentality thereof;

(2) Retain property contributed by a donor to an institutional fund for as
long as the governing board deems advisable;

(3) Include all or any part of an institutional fund in any pooled or common
fund maintained by the institution; and

(4) Invest all or any part of an institutional fund in any other pooled or
common fund available for investment, including shares or interests in
regulated investment companies, mutual funds, common trust funds,
investment partnerships, real estate investment trusts, or similar organi-
zations in which funds are commingled and investment determinations
are made by persons other than the governing board.

§ -7 Delegation of investment management. Except as otherwise pro-
vided by the applicable gift instrument or by applicable law relating to governmental
institutions or funds, the governing board may:

(1) Delegate to its committees, officers, or employees of the institution or
the fund, or agents, including investment counsel, the authority to act in
place of the board in investment and reinvestment of institutional
funds;

(2) Contract with independent investment advisors, investment counsel or
managers, banks, or trust companies, to act in place of the board in
investment and reinvestment of institutional funds; and

(3) Authorize the payment of compensation for investment advisory or
management services.

§ -8 Standard of conduct. In the administration of the powers to appro-
priate appreciation, to make and retain investments, and to delegate investment
management of institutional funds, members of a governing board shall exercise
ordinary business care and prudence under the facts and circumstances prevailing at
the time of the action or decision. In so doing they shall consider long and short term
needs of the institution in carrying out its educational, religious, charitable, or other
eleemosynary purposes, its present and anticipated financial requirements, expected
total return on its investments, price level trends, and general economic conditions.
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§ -9 Release of restrictions on use or investment. (a) With the written
consent of the donor, the governing board may release, in whole or in part, a
restriction imposed by the applicable gift instrument on the use or investment of an
institutional fund.

(b) If written consent of the donor cannot be obtained by reason of the
donor’s death, disability, unavailability, or impossibility of identification, the gov-
erning board may petition in the name of the institution to the circuit court for release
of a restriction imposed by the applicable gift instrument on the use or investment of
an institutional fund. Unless the gift instrument specifically requires notice to other
persons, only the attorney general shall be notified of the petition and shall be given
an opportunity to be heard. If the court finds that the restriction is obsolete,
inappropriate, or impracticable, it may by order release the restriction in whole or in
part. A release under this subsection may not change an endowment fund to a fund
that is not an endowment fund.

(¢) A release under this section may not allow a fund to be used for purposes
other than the educational, religious, charitable, or other eleemosynary purposes of
the institution affected.

(d) This section does not limit the application of the doctrine of cy pres.

§ -10 Severability. If any provision of this chapter or the application
thereof to any person or circumstances is held invalid, the invalidity shall not affect
other provisions or applications of this chapter which can be given effect without the
invalid provision or application, and to this end the provisions of this chapter are
declared severable.

§ -11 Uniformity of application and construction. This chapter shall be
so applied and construed as to effectuate its general purpose to make uniform the law
with respect to the subject of this chapter among those states which enact it.”’

SECTION 2. This Act shall take effect upon its approval.
(Approved April 25, 1995.)

ACT 47 H.B. NO. 896

A Bill for an Act Relating to Health Insurance.
Be It Enacted by the Legislature of the State of Hawaii:

SECTION 1. Act 268, Session Laws of Hawaii 1991, is amended by
amending section 5 to read as follows:

““SECTION 5. This Act shall take effect upon its approval[, and shall be
repealed on June 30, 1995].”

SECTION 2. Statutory material to be repealed is bracketed.

SECTION 3. This Act shall take effect upon its approval.
" (Approved April 25, 1995.)
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ACT 48 H.B. NO. 1376

A Bill for an Act Relating to the Code of Financial Institutions.
Be It Enacted by the Legislature of the State of Hawaii:

SECTION 1. Section 412:5-305, Hawaii Revised Statutes, is amended to
read as follows:

€¢§412:5-305 Permitted investments. (a) To the extent specified herein, a
bank may invest its own assets in securities and obligations of:

(1) The United States government and any agency of the United States
government whose debt obligations are fully and explicitly guaranteed
as to the timely payment of principal and interest by the full faith and
credit of the United States, including without limitation Federal Re-
serve Banks, the Government National Mortgage Association, the
Veterans Administration, the Federal Housing Administration, the
Farmers Home Administration, the Export-Import Bank, the Overseas
Private Investment Corporation, the Commodity Credit Corporation,
and the Small Business Administration;

(2) United States government-sponsored agencies which are originally es-
tablished or chartered by the United States government to serve public
purposes specified by the Congress but whose debt obligations are not
explicitly guaranteed by the full faith and credit of the United States,
including without limitation Banks for Cooperatives, Federal Agricul-
tural Mortgage Corporation, Federal Farm Credit Banks, Federal Home
Loan Banks, Federal Home Loan Mortgage Corporation, Federal Inter-
mediate Credit Banks, Federal Land Banks, Federal National Mortgage
Association, Financing Corporation, Resolution Funding Corporation,
Student Loan Marketing Association, Tennessee Valley Authority, and
the United States Postal Service; and

(3) Quasi-United States governmental institutions including without limi-
tation the International Bank for Reconstruction and Development
(World Bank), the Inter-American Development Bank, the Asian De-
velopment Bank, the African Development Bank, the European Invest-
ment Bank, and other multilateral lending institutions or regional
development institutions in which the United States Government is a
shareholder or contributing member, provided that the total amount
invested in obligations of any one issuer shall not exceed twenty per
cent of the bank’s capital and surplus.

(b) To the extent specified herein, a bank may invest its own assets in bonds,
securities, or similar obligations issued by this State or any county of this State,
through an appropriate agency or instrumentality.

(c) To the extent specified herein, a bank may invest its own assets in bonds
or similar obligations issued by any state of the United States other than this State,
the District of Columbia, or any territory or possession of the United States, by
municipal governments of such states, territories or possessions or by any foreign
country or political subdivision of such country; provided, that:

(1) The bond, note, or warrant has been issued in compliance with the

constitution and laws of any such government;

(2) There has been no default in payment of either principal or interest on
any of the general obligations of such government for a period of five
years immediately preceding the date of the investment; and
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(3) The total amount invested in such obligations of any one issuer by a
bank shall not exceed twenty per cent of the bank’s capital and surplus.

(d) To the extent specified herein, a bank may invest its own assets in notes,
bonds, and other obligations of any corporation which at the time of the investment
is incorporated under the laws of the United States or any state or territory thereof or
the District of Columbia; provided, that the aggregate amount invested by a bank
under this subsection and subsection (e) in any one corporation shall not exceed
twenty per cent of the bank’s capital and surplus.

(e) To the extent specified herein, a bank may invest its own assets in
securities of an investment grade. The term ‘‘investment grade’’ means notes,
bonds, certificates of interest or participation, beneficial interests, mortgage or
receivable-related securities, and other obligations that are commonly understood to
be of investment grade quality, including without limitation those securities that are
rated within the four highest grades by any nationally-recognized rating service or
unrated securities of similar quality as reasonably determined by the bank in its
prudent banking judgment (which may be based in part upon estimates which it
believes to be reliable). Investment grade does not include investments which are
predominantly speculative in nature. The aggregate amount invested by a bank
under this subsection and subsection (d) in any one company or other issuer shall not
exceed twenty per cent of the bank’s capital and surplus.

(f) To the extent specified herein, a bank may purchase, hold, convey, sell or
lease real or personal property as follows:

(1) The real property in or on which the business of the bank is catried on,

including its banking offices, other space in the same property to rent as
a source of income; permanent or vacation residences or recreational
facilities for its officers and employees; other real property necessary to
the accommodation of the bank’s business, including but not limited to
parking facilities, data processing centers, and real property held for
future banking use where the bank in good faith expects to utilize the
property as bank premises; provided, if the bank ceases to use any real
property and improvements thereon for one of the foregoing purposes,
it shall, within five years thereafter, sell the real property or cease to
carry it or them as an asset; provided further, such property shall not
without the approval of the commissioner exceed seventy-five per cent
of the bank’s capital and surplus;

(2) Personal property used in or necessary to the accommodation of the
bank’s business, including but not limited to furniture, fixtures, equip-
ment, vaults and safety deposit boxes. The bank’s investment in furni-
ture and fixtures shall not without the approval of the commissioner
exceed twenty-five per cent of the bank’s capital and surplus;

(3) Personal property and fixtures which the bank acquires for purposes of
leasing to third parties and such real property interests as shall be
incidental thereto;

(4) Such real property or tangible personal property as may come into its
possession as security for loans or in the collection of debts; or as may
be purchased by or conveyed to the bank in satisfaction of or on
account of debts previously contracted in the course of its business,
when such property was held as security by the bank; and

(5) The seller’s interest under an agreement of sale, as that term is defined
in sections 501-101.5 and 502-85, including without limitation the
reversionary interest in the real estate and the right to income under the
agreement of sale, with or without recourse to the seller.

Except as otherwise authorized in this section any tangible personal property

acquired by a bank pursuant to subsection (f)(4) shall be disposed of as soon as
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practicable and shall not without the written consent of the commissioner be
considered a part of the assets of the bank after the expiration of two years from the
date of acquisition.

Except as otherwise authorized in this section any real property acquired by a
bank pursuant to subsection (f)(4) shall be sold or exchanged for other real property
by the bank within five years after title thereto has vested in it by purchase or
otherwise, or within such further time as may be granted by the commissioner.

Any bank acquiring any real property in any manner other than provided by
this section shall immediately, upon receiving notice from the commissioner, charge
the same to profit and loss, or otherwise remove the same from assets, and when any
loss impairs the capital and surplus of the bank the impairment shall be made good in
the manner provided in this chapter.

(g) A bank may own or control the capital stock:

(1) Of operating subsidiaries as set forth in this article;

(2) Of a corporation organized and existing for the ownership of real or
personal property used or which the bank in good faith expects to be
used in the bank’s business;

(3) Of the Federal National Mortgage Association, the Student Loan
Marketing Association, Federal Home Loan Mortgage Corporation or
of any other corporation organized for substantially the same purposes;
provided that this subsection shall be deemed to authorize subscription
for as well as purchase of the stock; :

(4) Of small business investment companies operating under the Federal
Small Business Investment Act of 1958;

(5) Of bank service corporations, subject to the provisions of the Bank
Service Corporation Act, 12 U.S.C. §§1861-1862;

(6) Of a corporation whose stock is acquired or purchased to save a loss on
a preexisting debt secured by such stock; provided, that the stock shall
be sold within twelve months of the date acquired or purchased, or
within such further time as may be granted by the commissioner;

(7)  Of an international banking corporation established pursuant to article
5A of this chapter or an Edge corporation or an Agreement corporation
established or authorized pursuant to section 25a of the Federal Reserve
Act, 12 U.S.C. §631; and

(8) Of a captive insurance company incorporated under the laws of the
United States, or any state or territory thereof, or the District of
Columbia.

(h) To the extent specified herein, a bank may invest its own assets in limited
partnerships formed to invest in residential properties which will qualify for the low
income housing tax credit under section 42 of the Internal Revenue Code of 1986, as
amended, and under chapters 235 and 241; provided that the total amount invested
by a bank under this subsection in any one limited partnership shall not, without the
prior approval of the Commissioner, exceed two per cent of the bank’s capital and
surplus and the aggregate amount invested under this subsection shall not, without
the prior approval of the Commissioner, exceed five per cent of the bank’s capital
and surplus. In no case shall the aggregate amount invested by a bank under this
subsection exceed ten per cent of the bank’s capital and surplus.’’

SECTION 2. Section 412:6-306, Hawaii Revised Statutes, is amended to
read as follows:

€¢§412:6-306 Permitted investments. (a) To the extent specified herein, a
savings bank may invest its own assets in securities and obligations of:
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(1) The United States government and any agency of the United States
government whose debt obligations are fully and explicitly guaranteed
as to the timely payment of principal and interest by the full faith and
credit of the United States, including without limitation Federal Re-
serve Banks, the Government National Mortgage Association, the
Veterans Administration, the Federal Housing Administration, the
Farmers Home Administration, the Export-Import Bank, the Overseas
Private Investment Corporation, the Commodity Credit Corporation,
and the Small Business Administration;

(2) United States government-sponsored agencies which are originally es-
tablished or chartered by the United States government to serve public
purposes specified by the Congress but whose debt obligations are not
explicitly guaranteed by the full faith and credit of the United States,
including without limitation, Banks for Cooperatives, Federal Agricul-
tural Mortgage Corporation, Federal Farm Credit Banks, Federal Home
Loan Banks, Federal Home Loan Mortgage Corporation, Federal Inter-
mediate Credit Banks, Federal Land Banks, Federal National Mortgage
Association, Financing Corporation, Resolution Funding Corporation,
Student Loan Marketing Association, Tennessee Valley Authority, and

, the United States Postal Service; and

(3) Quasi-United States governmental institutions including without limi-
tation, the International Bank for Reconstruction and Development
(World Bank), the Inter-American Development Bank, the Asian De-
velopment Bank, the African Development Bank, the European Invest-
ment Bank, and other multilateral lending institutions or regional
development institutions in which the United States Government is a
shareholder or contributing member, provided that the total amount
invested in obligations of any one issuer shall not exceed twenty per
cent of the savings bank’s capital and surplus.

(b) To the extent specified herein, a savings bank may invest its own assets in
bonds, securities, or similar obligations issued by this State or any county of this
State, through an appropriate agency or instrumentality.

(c) To the extent specified herein, a savings bank may invest its own assets in
bonds or similar obligations issued by any state of the United States other than this
State, the District of Columbia, or any territory or possession of the United States, by
municipal governments of such states, territories or possessions or by any foreign
country or political subdivision of such country; provided, that:

(1) The bond, note, or warrant has been issued in compliance with the

constitution and laws of any such government;

(2) There has been no default in payment of either principal or interest on
any of the general obligations of such government for a period of five
years immediately preceding the date of the investment; and

(3) The total amount invested in such obligations of any one issuer by a
savings bank shall not exceed twenty per cent of the savings bank’s
capital and surplus.

(d) To the extent specified herein, a savings bank may invest its own assets in
notes, bonds, and other obligations of any corporation which at the time of the
investment is incorporated under the laws of the United States or any state or
territory thereof or the District of Columbia; provided, that the aggregate amount
invested by a savings bank under this subsection and subsection (e) in any one
corporation shall not exceed twenty per cent of the savings bank’s capital and
surplus.

(e) To the extent specified herein, a savings bank may invest its own assets in
securities of an investment grade. The term ‘‘investment grade’’ means notes,
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bonds, certificates of interest or participation, beneficial interest, mortgage or
receivable-related securities, and other obligations that are commonly understood to
be of investment grade quality, including without limitation those securities that are
rated within the four highest grades by any nationally-recognized rating service or
unrated securities of similar quality as reasonably determined by the savings bank in
its prudent judgment, which may be based in part upon estimates which it believes to
be reliable. Investment grade does not include investments which are predominantly
speculative in nature. The aggregate amount invested by a savings bank under this
subsection and subsection (d) in any one company or other issuer shall not exceed
twenty per cent of the savings bank’s capital and surplus.

(f) To the extent specified herein, a savings bank may purchase, hold,
convey, sell or lease real or personal property as follows:

(1) The real property in or on which the business of the savings bank is
carried on, including its offices, other space in the same property to rent
as a source of income; permanent or vacation residences or recreational
facilities for its officers and employees; other real property necessary to
the accommodation of the savings bank’s business, including but not
limited to parking facilities, data processing centers, and real property
held for future use where the savings bank in good faith expects to
utilize the property as its premises; provided, if the savings bank ceases
to use any real property and improvements thereon for one of the
foregoing purposes, it shall, within five years thereafter, sell the real
property or cease to carry it or them as an asset; provided further, such
property shall not, without the approval of the commissioner, exceed
seventy-five per cent of the savings bank’s capital and surplus;

(2) Personal property used in or necessary to the accommodation of the
savings bank’s business, including but not limited to furniture, fixtures,
equipment, vaults and safety deposit boxes. The savings bank’s invest-
ment in furniture and fixtures shall not, without the approval of the
commissioner, exceed twenty-five per cent of the savings bank’s
capital and surplus;

(3) Personal and real property which the savings bank acquires for the
purpose of leasing to its subsidiaries and affiliates;

(4) Such real property or tangible personal property as may come into its
possession as security for loans or in the collection of debts, or as may
be purchased by or conveyed to the savings bank in satisfaction of or on
account of debts previously contracted in the course of its business
when such property was held as security by the savings bank; and

(5) The seller’s interest under an agreement of sale, as that term is defined
in sections 501-101.5 and 502-85, including without limitation the
reversionary interest in the real estate and the right to income under the
agreement of sale, with or without recourse to the seller.

Except as otherwise authorized in this section any tangible personal property
acquired by a savings bank pursuant to subsection (f)(4) shall be disposed of as soon
as practicable and shall not without the written consent of the commissioner, be
considered a part of the assets of the savings bank after the expiration of two years
from the date of acquisition.

Except as otherwise authorized in this section any real property acquired by a
savings bank pursuant to subsection (f)(4) shall be sold or exchanged for other real
property by the savings bank within five years after title thereto has vested in it by
purchase or otherwise, or within such further time as may be granted by the
commissioner.

Any savings bank acquiring any real property in any manner other than
provided by this section shall immediately, upon receiving notice from the commis-
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sioner, charge the same to profit and loss, or otherwise remove the same from the
assets, and when any loss impairs the capital and surplus of the savings bank the
impairment shall be made good in the manner provided in this chapter.

(g) A savings bank may own or control the capital stock:

(1) Of operating subsidiaries as set forth in this article;

(2) Of a corporation organized and existing for the ownership of real or
personal property used or which the savings bank in good faith expects
to be used in the savings bank’s business;

(3) Of the Federal National Mortgage Association, the Student Loan
Marketing Association, Federal Home Loan Mortgage Corporation or
of any other corporation organized for substantially the same purposes;
provided that this subsection shall be deemed to authorize subscription
for as well as purchase of the stock;

(4) Of small business investment companies operating under the Federal
Small Business Investment Act of 1958;

(5) Of service corporations as set forth in this article;

(6) Of a corporation whose stock is acquired or purchased to save a loss on
a preexisting debt secured by such stock; provided, that the stock shall
be sold within twelve months of the date acquired or purchased, or
within such further time as may be granted by the commissioner; and

(7) Of a captive insurance or association captive insurance company incor-
porated under the laws of the United States, or any state or territory
thereof or the District of Columbia.

(h) To the extent specified herein, a savings bank may invest its own assets in
limited partnerships formed to invest in residential properties which will qualify for
the low income housing tax credit under section 42 of the Internal Revenue Code of
1986, as amended, and under chapters 235 and 241; provided that the total amount
invested by a savings bank under this subsection in any one limited partnership shall
not, without the prior approval of the Commissioner, exceed two per cent of the
savings bank’s capital and surplus and the aggregate amount invested under this
subsection shall not, without the prior approval of the Commissioner, exceed five
per cent of the savings bank’s capital and surplus. In no case shall the aggregate
amount invested by a savings bank under this subsection exceed ten per cent of the
savings bank’s capital and surplus.”’

SECTION 3. Section 412:7-306, Hawaii Revised Statutes, is amended to
read as follows:

€¢8§412:7-306 Permitted investments. (a) To the extent specified herein,
a savings and loan association may invest its own assets in securities and obliga-
tions of: '

(1) The United States government and any agency of the United States
government whose debt obligations are fully and explicitly guaranteed
as to the timely payment of principal and interest by the full faith and
credit of the United States, including without limitation Federal Re-
serve Banks, the Government National Mortgage Association, the
Veterans Administration, the Federal Housing Administration, the
Farmers Home Administration, the Export-Import Bank, the Overseas
Private Investment Corporation, the Commodity Credit Corporation,
and the Small Business Administration;

(2) United States government-sponsored agencies which are originally es-
tablished or chartered by the United States government to serve public
purposes specified by the Congress but whose debt obligations are not
explicitly guaranteed by the full faith and credit of the United States,

74



ACT 48

including without limitation, Banks for Cooperatives, Federal Agricul-
tural Mortgage Corporation, Federal Farm Credit Banks, Federal Home
Loan Banks, Federal Home Loan Mortgage Corporation, Federal Inter-
mediate Credit Banks, Federal Land Banks, Federal National Mortgage
Association, Financing Corporation, Resolution Funding Corporation,
Student Loan Marketing Association, Tennessee Valley Authority, and
the United States Postal Service; and

(3) Quasi-United States governmental institutions including without limi-
tation, the International Bank for Reconstruction and Development
(World Bank), the Inter-American Development Bank, the Asian De-
velopment Bank, the African Development Bank, the European Invest-
ment Bank, and other multilateral lending institutions or regional
development institutions in which the United States Government is a
shareholder or contributing member, provided that the total amount
invested in obligations of any one issuer shall not exceed twenty per
cent of the savings and loan association’s capital and surplus.

(b) To the extent specified herein, a savings and loan association may invest
its own assets in bonds, securities, or similar obligations issued by this State or any
county of this State, through an appropriate agency or instrumentality.

(c) To the extent specified herein, a savings and loan association may invest
its own assets in bonds or similar obligations issued by any state of the United States
other than this State, the District of Columbia, or any territory or possession of the
United States, by municipal governments of such states, tetritories or possessions or
by any foreign country or political subdivision of such country; provided, that:

(1) The bond, note, or warrant has been issued in compliance with the
constitution and laws of any such government;

(2) There has been no default in payment of either principal or interest on
any of the general obligations of such government for a period of five
years immediately preceding the date of the investment; and

(3) The total amount invested in such obligations of any one issuer by a
savings and loan association shall not exceed twenty per cent of the
savings and loan association’s capital and surplus.

(d) To the extent specified herein, a savings and loan association may invest
its own assets in notes, bonds, and other obligations of any corporation which at the
time of the investment is incorporated under the laws of the United States or any
state or territory thereof or the District of Columbia; provided, that the aggregate
amount invested by a savings and loan association under this subsection and
subsection (e) in any one corporation shall not exceed twenty per cent of the savings
and loan association’s capital and surplus.

(e) To the extent specified herein, a savings and loan association may invest
its own assets in securities of an investment grade. The term ‘‘investment grade™’
means notes, bonds, certificates of interest or participation, beneficial interests,
mortgage or receivable-related securities, and other obligations that are commonly
understood to be of investment grade quality, including without limitation those
securities that are rated within the four highest grades by any nationally-recognized
rating service or unrated securities of similar quality as reasonably determined by the
savings and loan association in its prudent judgment, which may be based in part
upon estimates which it believes to be reliable. Investment grade does not include
investments which are predominantly speculative in nature. The aggregate amount
invested by a savings and loan association under this subsection and subsection (d)
in any one company or other issuer shall not exceed twenty per cent of the savings
and loan association’s capital and surplus.

(f) To the extent specified herein, a savings and loan association may
purchase, hold, convey, sell or lease real or personal property as follows:
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(1) The real property in or on which the business of the savings and loan
association is carried on, including its offices, other space in the same
property to rent as a source of income; permanent or vacation resi-
dences or recreational facilities for its officers and employees; other
real property necessary to the accommodation of the savings and loan
association’s business, including but not limited to parking facilities,
data processing centers, and real property held for future use where the
savings and loan association in good faith expects to utilize the
property as its premises; provided, if the savings and loan association
ceases to use any real property and improvements thereon for one of the
foregoing purposes, it shall, within five years thereafter, sell the real
property or cease to carry it or them as an asset; provided further, such
property shall not, without the approval of the commissioner, exceed
seventy-five per cent of the savings and loan association’s capital and
surplus;

(2) Personal property used in or necessary to the accommodation of the
savings and loan association’s business, including but not limited to
furniture, fixtures, equipment, vaults and safety deposit boxes. The
savings and loan association’s investment in furniture and fixtures shall
not, without the approval of the commissioner, exceed twenty-five per
cent of the savings and loan association’s capital and surplus;

(3) Personal and real property which the savings and loan association
acquires for the purpose of leasing to its subsidiaries and affiliates;

(4) Such real property or tangible personal property as may come into its
possession as security for loans or in the collection of debts, or as may
be purchased by or conveyed to the savings and loan association in
satisfaction of or on account of debts previously contracted in the
course of its business when such property was held as security by the
savings and loan association; and

(5) The seller’s interest under an agreement of sale, as that term is defined
in sections 501-101.5 and 502-85, including without limitation the
reversionary interest in the real estate and the right to income under the
agreement of sale, with or without recourse to the seller.

Except as otherwise authorized in this section any tangible personal property
acquired by a savings and loan association pursuant to subsection (f)(4) shall be
disposed of as soon as practicable and shall not, without the written consent of the
commissioner, be considered a part of the assets of the savings and loan association
after the expiration of two years from the date of acquisition.

Except as otherwise authorized in this section any real property acquired by a
savings and loan association pursuant to subsection (f)(4) shall be sold or exchanged
for other real property by the savings and loan association within five years after title
thereto has vested in it by purchase or otherwise, or within such further time as may
_ be granted by the commissioner.

Any savings and loan association acquiring any real property in any manner
other- than provided by this section shall immediately, upon receiving notice from
the commissioner, charge the same to profit and loss, or otherwise remove the same
from assets, and when any loss impairs the capital and surplus of the savings and
loan association the impairment shall be made good in the manner provided in this
chapter.

(g) A savings and loan association may own or control the capital stock:

(1) Of operating subsidiaries as set forth in this article;

(2) Of a corporation organized and existing for the ownership of real or
personal property used or which the savings and loan association in
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good faith expects to be used in the savings and loan association’s
business;

(3) Of the Federal National Mortgage Association, the Student Loan
Marketing Association, Federal Home Loan Mortgage Corporation or
of any other corporation organized for substantially the same purposes;
provided that this subsection shall be deemed to authorize subscription
for as well as purchase of the stock;

(4) Of small business investment companies operating under the Federal
Small Business Investment Act of 1958;

(5) Of service corporations as set forth in this article;

(6) Of a corporation whose stock is acquired or purchased to save a loss on
a preexisting debt secured by such stock; provided, that the stock shall
be sold within twelve months of the date acquired or purchased, or
within such further time as may be granted by the commissioner; and

(7) Of a captive insurance or association captive insurance company incor-
porated under the laws of the United States, or any state or territory
thereof or [[]the[]] District of Columbia.

(h) To the extent specified herein, a savings and loan association may invest
its own assets in limited partnerships formed to invest in residential properties which
will qualify for the low income housing tax credit under section 42 of the Internal
Revenue Code of 1986, as amended, and under chapters 235 and 241; provided that
the total amount invested by a savings and loan association under this subsection in
any one limited partnership shall not, without the prior approval of the Commis-
sioner, exceed two per cent of the savings and loan association’s capital and surplus
and the aggregate amount invested under this subsection shall not, without the prior
approval of the Commissioner, exceed five per cent of the savings and loan
association’s capital and surplus. In no case shall the aggregate amount invested by a
savings and loan association under this subsection exceed ten per cent of the savings
association’s capital and surplus.’’

SECTION 4. Section 412:9-409, Hawaii Revised Statutes, is amended to
read as follows:

€“§412:9-409 Permitted investments. (a) To the extent specified herein, a
depository financial services loan company may invest its own assets in securities
and obligations of:

(1) The United States government and any agency of the United States
government whose debt obligations are fully and explicitly guaranteed
as to the timely payment of principal and interest by the full faith and
credit of the United States, including without limitation Federal Re-
serve Banks, the Government National Mortgage Association, the
Veterans Administration, the Federal Housing Administration, the
Farmers Home Administration, the Export-Import Bank, the Overseas
Private Investment Corporation, the Commodity Credit Corporation,
and the Small Business Administration;

(2) United States government-sponsored agencies which are originally es-
tablished or chartered by the United States government to serve public
purposes specified by the Congress but whose debt obligations are not
explicitly guaranteed by the full faith and credit of the United States,
including without limitation Banks for Cooperatives, Federal Agricul-
tural Mortgage Corporation, Federal Farm Credit Banks, Federal Home
Loan Banks, Federal Home Loan Mortgage Corporation, Federal Inter-
mediate Credit Banks, Federal Land Banks, Federal National Mortgage
Association, Financing Corporation, Resolution Funding Corporation,
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Student Loan Marketing Association, Tennessee Valley Authority and
the United States Postal Service; and

(3) Quasi-United States governmental institutions, including without limi-
tation the International Bank for Reconstruction and Development
(World Bank), the Inter-American Development Bank, the Asian De-
velopment Bank, the African Development Bank, the European Invest-
ment Bank, and other multilateral lending institutions in which the
United States Government is a shareholder or contributing member,
provided that the total amount invested in any one issuer shall not
exceed twenty per cent of the depository financial services loan com-
pany’s capital and surplus.

(b) To the extent specified herein, a depository financial services loan
company may invest its own assets in bonds, securities, or similar obligations issued
by this State or any county of this State, through an appropriate agency or instru-
mentality.

(c) To the extent specified herein, a depository financial services loan
company may invest its own assets in bonds or similar obligations issued by any
state of the United States other than this State, the District of Columbia, or any
territory or possession of the United States, by municipal governments of such
states, territories or possessions, or by any foreign country or political subdivision of
such country; provided, that:

(1) The bond, note, or warrant has been issued in compliance with the

constitution and laws of any such government;

(2) There has been no default in payment of either principal or interest on
any of the general obligations of such government for a period of five
years immediately preceding the date of the investment; and

(3) The total amount invested in such obligations of any one issuer by a
depository financial services loan company shall not exceed twenty per
cent of the depository financial services loan company’s capital and
surplus.

(d) To the extent specified herein, a depository financial services loan
company may invest its own assets in notes, bonds, and other obligations of any
corporation which at the time of the investment is incorporated under the laws of the
United States or any state or territory thereof or the District of Columbia; provided,
that the aggregate amount invested by a depository financial services loan company
under this subsection and subsections (e) and (g)(3) in any one corporation shall not
exceed twenty per cent of the depository financial services loan company’s capital
and surplus.

(e) To the extent specified herein, a depository financial services loan
company may invest its own assets in securities of an investment grade. The term
““investment grade’’ means notes, bonds, certificates of interest or participation,
beneficial interests, mortgage or receivable-related securities, and other obligations
that are commonly understood to be of investment grade quality, including without
limitation those securities that are rated within the four highest grades by any
nationally-recognized rating service or unrated securities of similar quality as rea-
sonably determined by the depository financial services loan company in its prudent
judgment (which may be based in part upon estimates which it believes to be
reliable). Investment grade does not include investments which are predominantly
speculative in nature. The aggregate amount invested by a depository financial
services loan company under this subsection and subsections (d) and (g)(3) in any
one company or other issuer shall not exceed twenty per cent of the depository
financial services loan company’s capital and surplus. Subject to the approval of the
commissioner, the twenty per cent limitation shall not apply to investment grade
securities secured entirely by mortgage loans originated by the depository financial
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services loan company. In approving any transaction under this section, the commis-
sioner may impose any conditions to ensure the safety and soundness of the
institution.

(f) To the extent specified herein, a depository financial services loan
company may purchase, hold, convey, sell or lease real or personal property as
follows:

(1) The real property in or on which the business of the depository
financial services loan company is carried on, other space in the same
property to rent as a source of income; permanent or vacation resi-
dences or recreational facilities for its officers and employees; other
real property necessary to the accommodation of the depository finan-
cial services loan company’s business, including but not limited to
parking facilities, data processing centers, and real property held for
future use where the depository financial services loan company in
good faith expects to utilize the property as depository financial ser-
vices loan company premises; provided, if the depository financial
services loan company ceases to use any real property and improve-
ments thereon for one of the foregoing purposes, it shall, within five
years thereafter, sell the real property or cease to carry it or them as an
asset; provided further, such property shall not without the approval of
the commissioner exceed seventy-five per cent of the depository finan-
cial services loan company’s capital and surplus;

(2) Personal property used in or necessary to the accommodation of the
depository financial services loan company’s business, including but
not limited to furniture, fixtures, equipment, vaults and safety deposit
boxes. The depository financial services loan company’s investment in
furniture and fixtures shall not without the approval of the commis-
sioner exceed twenty-five per cent of the depository financial services
loan company’s capital and surplus;

(3) Personal property and fixtures which the depository financial services
loan company acquires for purposes of leasing to third parties and such
real property interests as shall be incidental thereto;

(4) Such real property or tangible personal property as may come into its
possession as security for loans or in the collection of debts; or as may
be purchased by or conveyed to the depository financial services loan
company in satisfaction of or on account of debts previously contracted
in the course of its business, when such property was held as security
by the depository financial services loan company; and

(5) The seller’s interest under an agreement of sale, as that term is defined
in sections 501-101.5 and 502-85, including without limitation the
reversionary interest in the real property and the right to income under
the agreement of sale, with or without recourse to the seller.

Except as otherwise authorized in this section any tangible personal property
coming into the possession of any depository financial services loan company
pursuant to [{]subsection (f)(4)[]] shall be disposed of as soon as practicable and
shall not, without the written consent of the commissioner, be considered a part of
the assets of the depository financial services loan company after the expiration of
two years from the date of acquisition.

Except as otherwise authorized in this section any real property acquired by a
depository financial services loan company pursuant to [[Jsubsection (f)(4)[]] shall
be sold or exchanged for other real property by the depository financial services loan
company within five years after title thereto has vested in it by purchase or
otherwise, or within such further time as may be extended by the commissioner.
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Any depository financial services loan company acquiring any real property
in any manner other than provided by this section shall immediately, upon receiving
notice from the commissioner, charge the same to profit and loss, or otherwise
remove the same from the assets, and when any loss impairs the capital and surplus
of the depository financial services loan company the impairment shall be made
good in the manner provided in this chapter.

(g) To the extent specified herein, a depository financial services loan
company may invest its own assets in capital stock of:

(1) Service corporations as set forth in this article;

(2) A corporation whose stock is acquired or purchased to save a loss on a
preexisting debt secured by such stock; provided, that the stock shali be
sold within twelve months of the date acquired or purchased, or within
such further time as may be granted by the commissioner;

(3) Companies listed on the New York or American stock exchanges or on
National Association of Securities Dealers Automated Quotations;
provided that the aggregate amount invested by a depository financial
services loan company under this paragraph and subsections (d) and (e)
in any one corporation shall not exceed twenty per cent of the deposi-
tory financial services loan company’s capital and surplus.

(h) To the extent specified herein, a depository financial services loan
company may invest its own assets in limited partnerships formed to invest in
residential properties which will qualify for the low income housing tax credit under
section 42 of the Internal Revenue Code of 1986, as amended, and under chapters
235 and 241; provided that the total amount invested by a depository financial
services loan company under this subsection in any one limited partnership shall not,
without the prior approval of the Commissioner, exceed two per cent of the deposi-
tory financial services loan company’s capital and surplus and the aggregate amount
invested under this subsection shall not, without the prior approval of the Commis-
sioner, exceed five per cent of the depository financial services loan company’s
capital and surplus. In no case shall the aggregate amount invested by a depository
financial services loan company under this subsection exceed ten per cent of the
depository financial services loan company’s capital and surplus.”’

SECTION 5. Statutory material to be repealed is bracketed. New statutory
material is underscored.

SECTION 6. This Act shall take effect upon its approval.
(Approved April 25, 1995.)

ACT 49 H.B. NO. 1502

A Bill for an Act Relating to Candidates’ Financial Disclosure Statements.
Be It Enacted by the Legislature of the State of Hawaii:

SECTION 1. Section 84-17, Hawaii Revised Statutes, is amended by amend-
ing subsection (j) to read as follows:

‘() The chief election officer, upon receipt of the nomination paper of any
person seeking a state elective office, including the office of delegate to the
constitutional convention, shall notify the ethics commission of the name of the
candidate for state office and the date on which the person filed the nomination

80



ACT 50

paper. The ethics commission, upon the expiration of the time allowed for filing,
shall release to the public a list of all candidates who have failed to file financial
disclosure statements[.] and shall immediately assess a late filing penalty fee against
those candidates of $25 which shall be collected by the state ethics commission and
deposited into the general fund. The ethics commission may investigate, initiate, or
receive charges as to whether a candidate’s financial disclosure statement discloses
the financial interests required to be disclosed. After proceeding in conformance
with section 84-31, the ethics commission may issue a decision as to whether a
candidate has complied with section 84-17(f) and this decision shall be a matter of

public record.””

SECTION 2. Statutory material to be repealed is bracketed. New statutory
material is underscored.

SECTION 3. This Act shall take effect upon its approval.
(Approved April 25, 1995.)

ACT 50 H.B. NO. 1928

A Bill for an Act Relating to Charitable Organizations.
Be It Enacted by the Legislature of the State of Hawaii:

SECTION 1. Section 467B-9, Hawaii Revised Statutes, is amended to read
as follows:

¢“§467B-9 Prohibited acts. (a) No person, for the purpose of soliciting
contributions from persons in the State, shall use the name of any other person
except that of an officer, director, or trustee of the charitable organization by or for
which contributions are solicited, without the written consent of the other persons.

A person shall be deemed to have used the name of another person for the
purpose of soliciting contributions if the latter person’s name is listed on any
stationery, advertisement, brochure, or correspondence in or by which a contribution
is solicited by or on behalf of a charitable organization or the latter person’s name is
listed or referred to in connection with a request for a contribution as one who has
contributed to, sponsored, or endorsed the charitable organization or its activities.

(b) No charitable organization, professional solicitor, or professional fund-
raising counsel soliciting contributions shall use a name, symbol, or statement so
closely related or similar to that used by another charitable organization or govern-
mental agency that the use thereof would tend to confuse or mislead the public.

(c) No person, in connection with any solicitation or sale, shall misrepresent
or mislead anyone by any manner, means, practice, or device whatsoever, to believe
that the solicitation or sale is being conducted on-behalf of a charitable organization
or that the proceeds of the solicitation or sale will be used for charitable purposes, if
that is not the fact.

(d) No professional solicitor, and no agent, employee, independent contrac-
tor, or other person acting on behalf of the professional solicitor, shall solicit in the
name of or on behalf of any charitable organization uniess:

(1) The professional solicitor has obtained the written authorization of two
officers of the organization, which authorization shall bear the signa-
ture of the professional solicitor and the officers of the charitable
organization and shall expressly state on its face the period for which it
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is valid, which shall not exceed one year from the date of issuance, and
has filed a copy of the written authorization with the director prior to
the solicitation; and

(2) The professional solicitor and any person who, for compensation, acts

as an agent, employee, independent contractor, or otherwise on behalf
of the professional solicitor carries a copy of the authorization while
conducting solicitations, and exhibits it on request to persons solicited
or police officers or agents of the department.

(e) No charitable organization, professional fund-raising counsel, or profes-
sional solicitor subject to this chapter shall use or exploit the fact of filing any
statement, report, professional fund-raising counsel contracts, or professional solici-
tor contracts or other documents or information required to be filed under this
chapter or with the department so as to lead the public to believe that the filing in any
manner constitutes an endorsement or approval by the State of the purposes or goals
for the solicitation by the charitable organization, professional fund-raising counsel,
or professional solicitor; provided that the use of the following statement shall not be
deemed a prohibited exploitation: ‘‘Information regarding this organization has been
filed' with State of Hawaii department of commerce and consumer affairs. Filing
does not imply endorsement or approval of the organization or the public solicitation
for contributions.”’

(f) No person, while soliciting, shall impede or obstruct, with the intent to
physically inconvenience the general public or any member thereof in any public
place or in any place open to the public.

(g) No person shall submit for filing on behalf of any charitable organization,
professional fund-raising counsel, or professional solicitor, any statement, financial
statement, report, attachment, or other information to be filed with the department
that contains information, statements or omissions that are false or misleading.

(h) No person shall solicit contributions from persons in the State or other-
wise operate in the State as a charitable organization, an exempt charitable organiza-
tion, professional fund-raising counsel, professional solicitor, or commercial co-
venturer unless the person has filed the information requ1red by this chapter with the
department in a timely manner.

(1) No person shall aid, abet, or otherwise permit any persons to solicit
contributions from persons in the State unless the person soliciting contributions has
complied with the requirements of this chapter.

(j) No person shall fail to file the information and statements required by this
chapter or fail to provide any information demanded by the director pursuant to this
chapter in a timely manner.

(k) No person shall employ in any solicitation or collection of contributions
for a charitable organization, any device, scheme, or artifice to defraud or obtain
money or property by means of any false, deceptive, or misleading pretense,
representation, or promise.

(1) No person, in the course of any solicitation, shall represent that funds
collected will be used for a particular charitable purpose, or particular charitable
purposes, if the funds solicited are not used for the represented purposes.

(m) No person shall receive compensation from a charitable organization for
obtaining moneys or bequests for that charitable organization if that person has also
received compensation for advising the donor to make the donation; provided that
compensation may be received if the person obtains the written consent of the donor
to receive compensation from the charitable organization.

[(n) No person, after January 1, 1995, shall sell, license, offer to trade, or
offer to lease, any list of donors that was obtained from the solicitation of persons to
contribute to any charitable organization unless all listed donors have been informed
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of their right to be deleted from the list and the person has procedures in place to
delete the names of donors who ask to be deleted.]”’

SECTION 2. Statutory material to be repealed is bracketed. New statutory
material is underscored.?

SECTION 3. This Act shall take effect upon its approval.
(Approved April 25, 1995.)

Notes

1. Prior to amendment ‘‘the’’ appeared here.
2. No underscored material.

ACT 51 H.B. NO. 1929

A Bill for an Act Relating to the Definition of Capital of a Financial Institution.
Be It Enacted by the Legislature of the State of Hawaii:

SECTION 1. Section 412:1-109, Hawaii Revised Statutes, is amended by
amending the definition of ‘‘capital”’ to read:

“““‘Capital”’ means: (1) the aggregate par value or other amount received and
allocated to the issued and outstanding capital stock of a financial institution; or (2)
the total amount of a mutual savings and loan association or a credit union’s
outstanding and unimpaired membership shares or share accounts.”

SECTION 2. New statutory material is underscored.

SECTION 3. This Act shall take effect upon its approval.
(Approved April 25, 1995.)

ACT 52 H.B. NO. 1930

A Bill for an Act Relating to Consent Order of Removal or Prohibition for Any
Financial Institution-Affiliated Party.

Be It Enacted by the Legislature of the State of Hawaii:

SECTION 1. Section 412:2-309, Hawaii Revised Statutes, is amended to
read as follows:

€¢§412:2-309 Consent order of removal or prohibition. Any institution-
affiliated party may waive its rights to a hearing on any notice of charges by
stipulating and consenting to the issuance of a permanent removal or prohibition
order or by stipulating and consenting to the conversion of a temporary suspension
order into a permanent removal or prohibition order. Any permanent removal or
prohibition order issued by consent shall be effective as of the date specified therein
and shall remain effective until modified or terminated by the commissioner.’’

SECTION 2. New statutory material is underscored.
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SECTION 3. This Act shall take effect upon its approval.
(Approved April 25, 1995.)

ACT 53 H.B. NO. 1932

A Bill for an Act Relating to Submissions to the Commissioner of Financial
Institutions.

Be It Enacted by the Legislature of the State of Hawaii:

SECTION 1. Section 412:3-112, Hawaii Revised Statutes, is amended by
amending subsection (c) to read as follows:

““(c) If the commissioner determines that any report is inadequate, the report
shall be returned to the financial institution, with directions to rectify the
inadequacies within the time specified by the commissioner, which shall not be
longer than thirty days[.]; provided that the commissioner may, for good cause
shown, grant a reasonable extension of not more than forty-five days for making and
filing such report.”’

SECTION 2. Statutory material to be repealed is bracketed. New statutory
material is underscored.

SECTION 3. This Act shall take effect upon its approval.
(Approved April 25, 1995.)

ACT 54 H.B. NO. 1933

A Bill for an Act Relating to Clarifying the Requirements of the Code of Financial
Institutions as it Relates to the Hawaii Business Corporation Act in Conver-
ston, Merger, or Consolidation Situations.

Be It Enacted by the Legislature of the State of Hawaii:

SECTION 1. Section 412:3-606, Hawaii Revised Statutes, is amended by
amending subsection (e) to read as follows:

“‘(e) Upon the effective date of the conversion as determined under federal
law, the institution’s state charter or license shall terminate without further notice,
and the institution shall cease to be regulated by the commissioner. Within ten days
after receipt of the federal charter, license, certificate, or other approval, the resulting
financial institution shall deliver a copy thereof to the commissioner. The resulting
financial institution shall also file with the director of commerce and consumer
affairs a confirmation in writing by the commissioner of the date and time of the
conversion, together with the appropriate filing fee pursuant to chapter 415.”’

SECTION 2. Section 412:3-607, Hawaii Revised Statutes, is amended by
amending subsections (c), (d), and (e) to read as follows:
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**(¢) The commissioner may require notice to be given to the public as may
[seem] be deemed appropriate. The commissioner may conduct an examination of
the institution as provided under article 2, part I1. The cost of any examination shall
be assessed against and paid by the institution pursuant to section 412:2-105.

(d) The charter shall be granted only if the commissioner is satisfied that the
granting of the charter will not impair the safety or soundness of the financial
institution or any other financial institution, and that the applicant meets all the
requirements set forth in this chapter for the type of financial institution for which
the application has been filed. The requirements shall include, but not be limited to,
the appropriate location of offices, capital structure, business experience, [and] the
character of its executive officers and directors[.], and compliance with all applica-
ble provisions of chapter 415. The director of commerce and consumer affairs shall
not file the articles of incorporation until the application for a charter to engage in
business as a Hawaii financial institution shall have been approved by the commis-
sioner in writing. The commissioner may impose any restrictions and conditions on
the operation of the resulting financial institution as the commissioner deems
appropriate and consistent with federal law.

(e) The conversion shall be effective [upon the effective date of the new
charter granted by the commissioner] upon the filing of articles of incorporation by
the director of commerce and consumer affairs after all provisions of this section and
applicable federal law have been complied with in fufl.”’

SECTION 3. Section 412:3-608, Hawaii Revised Statutes, is amended by
amending subsections (d) and (e)' to read as follows:

*‘(d) The commissioner may require notice to be given to the public as may
[seem] be deemed appropriate. The commissioner may conduct an examination of
the institution as provided under article 2, part II. The cost of any examination shall
be assessed against and paid by the institution pursuant to section 412:2-105.

(e) The charter or license shall be granted only if the commissioner is
satisfied that the granting of the charter or license will not impair the safety or
soundness of the financial institution or any other financial institution, and that the
applicant meets all the requirements set forth in this chapter for the type of financial
institution for which the application has been filed. The requirements shall include,
but not be limited to, the appropriate location of offices, capital structure, business
experience, [and] the character of its executive officers and directors[.] and compli-
ance with all applicable provisions of chapter 415. If the resulting Hawaii financial
institution is a new corporation to be formed under chapter 415, the director of
commerce and consumer affairs shall not file the articles of incorporation until the
application for a charter to engage in the business of the type of financial institution
to which it will convert shall have been approved by the commissioner in writing.
The commissioner may impose any restrictions and conditions on the operation of
the resulting financial institution as the commissioner deems appropriate and consis-
tent with federal law.

(f) [The] If the resulting Hawaii financial institution is an existing corpora-
tion formed under chapter 415, the conversion shall be effective upon the effective
date of the new charter or license granted by the commissioner after all provisions of
this section and of federal law shall have been complied with in full. If the resulting
Hawaii financial institution is a new corporation to be formed under chapter 415, the
effective date of the new charter or license shall be the date of filing of the articles of
incorporation by the director of commerce and consumer affairs.”’

SECTION 4. Section 412:3-609, Hawaii Revised Statutes, is amended by
amending subsections (b), (¢), (d), and (e) to read as follows:
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““(b) Any merger or consolidation of Hawaii stock financial institutions shall
be effected pursuant to the procedures, conditions, and requirements for, and with
the effect of, the merger or consolidation of two or more corporations pursuant to
chapter 415; except that the vote by the shareholders of each of the participating
institutions to approve the plan of merger or consolidation shall satisfy the require-
ments of section 412:3-604 and that the director of commerce and consumer affairs
shall not file the articles of merger or consolidation until the plan of merger ot
consolidation shall have been approved by the commissioner|[.] in writing.

(c) One or more federal financial institutions whose operations are conducted
principally in this State and one or more Hawaii financial institutions may be merged
or consolidated, with the federal financial institution, the Hawaii financial institution
or a new consolidated financial institution being the resulting institution, if the
merger or consolidation is permitted by federal law. The federal financial institution
shall comply with all requirements, conditions and limitations imposed by federal
law or regulation with respect to the merger or consolidation. The Hawaii financial
institution shall comply with all of the provisions of this chapter and chapter 415,
except that the vote by shareholders or members of the Hawaii financial institution
to approve the plan of merger or consolidation shall satisfy the requirements of
section 412:3-604[, and that if the resulting institution is a Hawaii financial institu-
tion, the director of commerce and consumer affairs shall not file articles of merger
or consolidation until the plan of merger or consolidation shall have been approved
by the commissioner]. The resulting financial institution shall file with the director
of commerce and consumer affairs a confirmation in writing by the commissioner of
the date and time of the merger or consolidation, together with the appropriate filing
fee pursuant to chapter 415.

(d) One or more financial institutions chartered or licensed under the laws of
or whose operations are conducted principally in any state other than Hawaii, in any
possession or territory of the United States or in any foreign country and one or more
Hawaii financial institutions may be merged or consolidated, but only where the
financial institution resulting from any merger or consolidation pursuant to this
subsection is chartered or licensed under the laws of and conducts its operations
principally in this State or is-a federal financial institution which conducts its
operations principally in this State. The financial institution chartered or licensed
under the laws of any state other than Hawaii, any possession or tetritory of the
United States or any foreign country shall comply with all requirements, conditions
and limitations imposed by the law of the jurisdiction under which the financial
institution is chartered with respect to the merger or consolidation. The Hawaii
financial institution. shall comply with all of the provisions of this chapter and
chapter 415, except that the vote by shareholders or members of the Hawaii financial
institution to approve the plan of merger or consolidation shall satisfy the require-
ments of section 412:3-604[, and that]. If the resulting institution is a Hawaii
financial institution, the director of commerce and consumer affairs shall not file
articles of merger or consolidation until the plan of merger or consolidation shall
have been approved by the commissioner].] in writing. If the resulting institution is a
federal financial institution, the director of commerce and consumer affairs shall not
file the articles of merger or consolidation until the plan of merger or consolidation
shall have been approved by the commissioner in writing and the resuiting federal
financial institution shall file with the director of commerce and consumer affairs a
confirmation in writing by the commissioner of the date and time of the merger or
consolidation, together with the appropriate filing fee pursuant to chapter 415.

(e) A Hawaii mutual savings and loan association may merge into a Hawaii
stock financial institution or a federal financial institution whose operations are
principally conducted in this State, or may consolidate with a Hawaii stock financial
institution or a federal financial institution whose operations are conducted princi-
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pally in this State into a new resulting institution; provided that the resulting
institution shall be a Hawaii stock financial institution or a federal financial institu-
tion, and shall not be a Hawaii mutual savings and loan association. The merger or
consolidation shall be effected pursuant to the procedures, conditions, and require-
ments for, and with the effect of, the merger or consolidation of two or more stock
financial institutions pursuant to this section and to chapter 415, as though the
Hawaii mutual savings and loan association was a stock financial institution; except
that the members of the participating Hawaii mutual savings and loan association
shall approve the plan of merger or consolidation at a meeting duly called and
noticed and upon a vote which satisfies the requirements of sections 412:3-604 and
412:3-605. If the resulting institution is a Hawaii financial institution, the director of
commerce and consumer affairs shall not file articles of merger or consolidation
until the plan of merger or consolidation shall have been approved by the commis-
sioner in writing. If the resulting institution is a federal financial institution, the
resulting federal financial institution shall file with the director of commerce and
consumer affairs a confirmation in writing by the commissioner of the date and time
of the merger or consolidation, together with the appropriate filing fee pursuant to

chapter 415.”’

SECTION 5. Statutory material to be repealed is bracketed. New statutory
material is underscored.

SECTION 6. This Act shall take effect upon its approval.
(Approved April 25, 1995.)

Note

1. So in original.

ACT 55 H.B. NO. 1934

A Bill for an Act Relating to Forms of Deposit in Hawaii Financial Institutions.

Be It Enacted by the Legislature of the State of Hawalii:

SECTION 1. Section 412:4-101, Hawaii Revised Statutes, is amended by
amending subsection (a) to read as follows:

‘‘(a) Except as specifically prohibited by federal law or any provision of this
chapter, and subject to section [412:8-205] 412:8-200 with respect to trust compa-
nies, section 412:9-400 with respect to depository financial services loan companies,
and section 412:9-500 with respect to nondepository financial services loan compa-
nies, Hawaii financial institutions may open accounts and accept deposits therein of
any type generally accepted by financial institutions in the United States.”’

SECTION 2. Statutory material to be repealed is bracketed. New statutory
material is underscored.

SECTION 3. This Act shall take effect upon its approval.
(Approved April 25, 1995.)
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ACT 56 H.B. NO. 1935

A Bill for an Act Relating to Powers of Trust Companies.

Be It Enacted by the Legislature of the State of Hawaii:

SECTION 1. Section 412:8-200, Hawaii Revised Statutes, is amended by
amending subsection (b) to read as follows:

““(b) Except as otherwise expressly authorized by this chapter, a trust
company shall not:

(1)
o))
3
“@

6))

(©)

Issue [drafts,] bills of exchangel,] or letters of credit;

Discount commercial paper;

Solicit, accept, or hold deposits;

Engage in a general banking, savings bank, or savings and loan associa-

tion business;

Engage in any business for which a real estate broker’s license is

required, in any business for which an insurance agent or agency

license is required, or in any business of a securities broker or dealer;
and

Make any loans or extensions of credit to any person; except, a trust

company may:

(A) Make loans to its affiliates not exceeding in the aggregate amount
twenty per cent of the trust company’s capital and surplus;

(B) Make loans to its clients for the sole purpose of preventing
overdrafts in the client’s account or accounts or securing repay-
ment of overdrafts in the client’s account or accounts. A trust
company may charge interest on such advances, subject to chap-
ter 478. A trust company shall have a lien on the assets in the
client’s account [[Jor accounts[]] for the amount of the advance
or credit and interest; and

(C) Pay or advance premiums due and owing by any person to an
insurance company, before the payment by the person; provided
that the total amount of the payments and advances at any one
time for the benefit of any one person shall not exceed two per
cent of the capital and surplus of the trust company, and for the
benefit of all such persons shall not exceed fifteen per cent of the
capital and surplus of the trust company.”’

SECTION 2. Statutory material to be repealed is bracketed.'

SECTION 3. This Act shall take effect upon its approval.
(Approved April 25, 1995.)

Note

1. So in original.
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ACT 57 H.B. NO. 1936

A Bill for an Act Relating to Changes to the Field of Membership of Hawaii Credit
Unions.

Be It Enacted by the Legislature of the State of Hawaii:

SECTION 1. Section 412:10-109, Hawaii Revised Statutes, is amended to
read as follows:

¢¢§412:10-109 Membership. (a) The membership of a credit union shall
consist of those persons who share a common bond set forth in the articles of
association, have been duly admitted members, have paid any required one-time or
periodic membership fee, or both, have subscribed to one or more shares and have
complied with such other requirements as the articles of association and bylaws
specify.

(b) Organizations comprised primarily of individuals who are eligible for
membership in the credit union, and corporations whose total number of stockhold-
ers or whose majority stockholders are comprised primarily of such individuals, may
be admitted to membership in the same manner and under the same conditions as
individuals. Likewise, organizations one of whose principal functions is to provide
services to persons who are eligible for membership in the credit union may be
admitted to membership. Other organizations having a commonality of interest with
the credit union may be admitted to membership with the approval of the commis-
sioner.

(c) Any credit union organized under this article may accept as'a member any
other credit union organized under this chapter or federal law.

(d) The board of directors shall act on all membership applications, unless
the board has appointed one or more membership officers, who shall be empowered
to approve or disapprove membership applications according to criteria established
in the bylaws and under the direction of the board. A record of the actions taken by a
membership officer shall be made available in writing to the board of directors for
inspection. Any person whose application has been disapproved may appeal such
decision to the board in writing.

(e) Members who cease to be eligible for membership may be permitted to
retain their membership in the credit union, under reasonable standards established
by the board of directors.

(f) The members of a credit union shall not be personally or individually
liable for the payment of the credit union’s debts solely by virtue of holding
membership.

(g) The board of directors may expel a member from membership in the
credit union, if such member fails to comply with the articles, bylaws, rules, or
regulations of the credit union, any law applicable to the credit union, or for any
other just cause; provided[,] that no member may be expelled unless:

(1) The member has been informed in writing of the reasons for the

expulsion;

(2) The member has, upon request, a reasonable opportunity to present
evidence and argue against the expulsion, before a hearing panel
consisting of the board of directors and the supervisory committee; and

(3) If the hearing is requested, a majority of the hearing panel votes to
expel the member.

The amounts paid by an expelled member for shares of the credit union shall be paid
to such member after deducting any amounts due by such member to the credit

89



ACT 58

union; provided that such expulsion shall not relieve the expelled member from any
remaining liability to the credit union.

(h) Any proposed change to a credit union’s field of membership, whether it
is an addition, deletion, or simple update, shall require the prior written approval of
the commissioner. Upon receipt of the commissioner’s approval, the change shall be
reflected formally in the credit union’s articles of association.’’

SECTION 2. Statutory material to be repealed is bracketed. New statutory
material is underscored.

SECTION 3. This Act shall take effect upon its approval.
(Approved April 25, 1995.)

ACT 58 H.B. NO. 2049

A Bill for an Act Relating to Airport Law Enforcement.
Be It Enacted by the Legislature of the State of Hawaii:

SECTION 1. Section 26-14.6, Hawaii Revised Statutes, is amended by
amending subsection (g) to read as follows:

““(g) Effective July 1, 1991, the functions and authority heretofore exercised
by the director of transportation and the department of transportation related to law
enforcement, including those pertaining to parking at its facilities and security, shall
be transferred to the department of public safety].], except that law enforcement for
airports and for parking facilities at airports shall continue to be under the jurisdic-
tion of the department of transportation.’’

SECTION 2. Statutory material to be repealed is bracketed. New statutory
material is underscored.

SECTION 3. This Act shall take effect on July 1, 1995.
(Approved April 25, 1995.)

ACT 59 S.B. NO. 1262

A Bill for an Act Relating to the Secondary Market Services Corp.—Hawaii.
Be It Enacted by the Legislature of the State of Hawaii:

SECTION 1. Section 309-1.5, Hawaii Revised Statutes, is amended to read
as follows:

€¢§309-1.5 Authorization of corporation to acquire educational loan
notes. The governor is authorized to request.the organization of a private not-for-
profit corporation to be affiliated with United Student Aid Funds, Inc., which
corporation shall be established and operated exclusively for the purpose of acquir-
ing student loan notes held by local financial institutions under the federal Higher
Education Act of 1965, as amended. The governor is authorized to request that
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United Student Aid Funds organize a single private not-for-profit corporation known
as the Secondary Market Services Corp.—Hawaii for the exclusive purpose of this
section. The corporation:

(1) Shall be a not-for-profit corporation organized under the laws of the
State and authorized to do business within the State and shall be the
only not-for-profit corporation organized within the State requested to
conduct a program of acquiring student loan notes;

(2) Shall be required by its articles of incorporation and bylaws to devote
any income (after payment of expenses, debt service, and the creation
of reserves for the same) to the purchase of additional student loan
notes or to pay over any income to the United States; and

(3) Is authorized to issue obligations pursuant to section 103 of the Internal
Revenue Code of 1986, as amended. Those obligations shall be payable
solely from the revenues and assets of the corporation pledged thereto
and shall not constitute a general, limited, or moral obligation of the
State, or any department, agency, or political subdivision thereof under
any constitutional, statutory, or other provision. Neither the full faith
and credit of the State nor that of any department, agency, or political
subdivision thereof shall be pledged to the payment of the principal of,
or interest on, those obligations and those obligations shall so state on
their face. Bonds, notes, and other obligations of the corporation are
declared to be issued for a public purpose and to be public instru-
mentalities and, together with the income therefrom, shall be exempt
from all state, county, and municipal taxation, except inheritance, trans-
fer, and estate taxes.”’

SECTION 2. New statutory material is underscored.

SECTION 3. This Act shall take effect upon its approval.
(Approved April 25, 1995.)

ACT 60 S.B. NO. 872

A Bill for an Act Relating to a Section of the Hawaii Revised Statutes Amended by
Act 221, Session Laws of Hawaii 1994.

Be It Enacted by the Legislature of the State of Hawaii:

SECTION 1. The purpose of this Act is to resolve uncertainties in the law
relating to a certain statutory provision subject to automatic repeal by operation
of law.

Section 40-68, Hawaii Revised Statutes (HRS), as amended by section 1 of
Act 221, Session Laws of Hawaii 1994, is repealed by section 4 of that Act on July 1,
1996 and reenacted in the form in which it read ‘“prior to this Act’’. ‘‘Prior to this
Act’” could mean either:

(1) The day before the effective date of section 1 of the Act (amending

section 40-68)—June 29, 1994; or _

(2) The day before the effective date of the Act—June 30, 1994.

The legislature finds that the intent of Act 221 was to make the amendments
to section 40-68 temporary. However, if the reenactment date in section 4 of Act 221
is construed to mean June 30, 1994, the result is that the amendments to section
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40-68 will be permanent, since the amendments to 40-68 made by Act 221 take
effect on June 30, 1994.

If, on the other hand, the reenactment date is construed to mean the day
before the effective date of section 1 of the Act, or June 29, 1994, the amendments to
section 40-68 will be repealed on July 1, 1996 and reenacted in the form in which it
read on the day before the amendments to section 40-68 took effect.

To resolve this uncertainty, this Act amends section 4 of Act 221 to specify
that section 40-68, HRS, will be reenacted in the form in which it read on the day
before the effective date of section 1 of the Act, or June 29, 1994. '

SECTION 2. Act 221, Session Laws of Hawaii 1994, is amended by
amending section 4 to read as follows:

““SECTION 4. This Act shall take effect on July 1, 1994; provided that
section 1 shall take effect on June 30, 1994; and provided further that on July 1,
1996, section 1 of this Act shall be repealed and section 40-68, Hawaii Revised
Statutes, shall be reenacted in the form in which it read [prior to this Act.] on June
29, 1994.”’ :

SECTION 3. This Act shall be amended to conform to all other acts passed
by the legislature during this regular session of 1995, whether enacted before or after
the effective date of this Act, unless the other acts specifically provide otherwise.

SECTION 4. Statutory material to be repealed is bracketed. New statutory
material is underscored.

SECTION 5. This Act shall take effect upon its approval.
(Approved April 25, 1995.)

ACT 61 S.B. NO. 1712

A Bill for an Act Relating to the Insurance Code.
Be It Enacted by the Legislature of the State of Hawaii:

SECTION 1. Chapter 431, Hawaii Revised Statutes, is amended by adding a
new section to article 2 to be appropriately designated and to read as follows:

€“§431:2- Reimbursement and compensation of examiners; source of
funds; disposition of receipts. (a) All moneys necessary for the compensation and
reimbursement of independent contractor examiners and insurance division staff
examiners for actual travel expenses, reasonable living expenses, and per diem
expenses, at customary rates approved by the commissioner shall be allocated by the
legislature through appropriations out of the state general fund. The department shall
include in its budgetary request for each upcoming fiscal period, the amounts
necessary to effectuate the purposes of this section.

(b) Each authorized insurer shall deposit at a time determined by the
commissioner the sum of $200 with the commissioner for deposit into the state
general fund.

(c) All moneys, fees, and other payments received by the commissioner
under this part shall be deposited to the credit of the state general fund.
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(d) This section shall take effect upon the termination of the insurance
examiners revolving fund on June 30, 1999.”

SECTION 2. Act 190, Session Laws of Hawaii 1994, is amended by
amending section 10 to read as follows:

““‘SECTION 10. This Act shall take effect on [July 1,] June 21, 1994 [and
shall' be repealed]; provided that on June 30, [1996; provided that any statutory or
session law material in this Act in existence on June 30, 1994, shall be reenacted on
July 1, 1996 in the same form in which it existed on June 30, 1994.] 1999, sections 1
through 5 of this Act and section 431:2-307, Hawaii Revised Statutes, shall be
repealed, and sections 431:3-302, 431:5-307, 431:19-107, and 431:19-115, Hawaii
Revised Statutes, are reenacted in the form in which they read on June 20, 1994.”’

SECTION 3. Statutory material to be repealed is bracketed. New statutory
material is underscored.”

SECTION 4. This Act shall take effect upon its approval; provided that on
June 30, 1999, the director of finance shall transfer to the credit of the state general
fund all unexpended or unencumbered balances remaining in the insurance exam-
iners revolving fund.

(Approved April 25, 1995.)

Notes

1. So in original.
2. Edited pursuant to HRS §23G-16.5.

ACT 62 S.B. NO. 1433

A Bill for an Act Relating to the University of Hawaii.
Be It Enacted by the Legislature of the State of Hawaii:

SECTION 1. Chapter 304, Hawaii Revised Statutes, is amended by adding a
new section to be appropriately designated and to read as follows:

¢¢8304- Tuberculosis clearance certification; exemption. Notwith-
standing any law or rule to the contrary, a person wishing to enroll at a campus
within the University of Hawaii system solely to participate in a non-credit, short-
term course lasting less than fifteen days, shall not be required to present, as a
condition to enrollment or otherwise, a tuberculosis clearance certification.”’

SECTION 2. New statutory material is underscored.’

SECTION 3. This Act shall take effect upon its approval.
(Approved April 27, 1995.)

Note
1. Edited pursuant to HRS §23G-16.5.
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ACT 63 S.B. NO. 1509

A Bill for an Act Relating to the Office of Veterans’ Services.
Be It Enacted by the Legislature of the State of Hawaii:

SECTION 1. In 1976, the legislature declared, in language now codified in
section 6E-1, Hawaii Revised Statutes, that:

(1) The historic heritage of the State is among its important assets and that
the rapid social and economic developments of contemporary society
threatened to destroy the remaining vestiges of this heritage;

(2) It is in the public interest to engage in a comprehensive program of
historic preservation at all levels of government to promote the use and
conservation of this property for the education, inspiration, pleasure,
and enrichment of its citizens; and

(3) It is the public policy of this State to provide leadership in preserving,
restoring, and maintaining historic property, to ensure the administra-
tion of this historic property in a spirit of stewardship and trusteeship
for future generations, and to conduct activities, plans, and programs in
a manner consistent with the preservation and enhancement of historic
property.

The State’s war memorials are intended to remind future generations about
the freedoms for which so many sacrificed so much for us all. Our veterans’
cemeteries are the final resting place of our country’s fallen heroes and their
comrades-in-arms. Both have the same ultimate goal—to honor, but the maintenance
of these memorials reflects something entirely different—shabby neglect that bor-
ders on disrespect and dishoner. Some of our war memorials and veterans’ cemeter-
ies no longer have the appearance of being hallowed ground. The State’s war
memorials are deteriorating due to years neglect and indifference—literally falling
into the sea in the case of the Waikiki Natatorium, which is listed on both the State
and National Registers of Historic Places. The Natatorium, unfortunately, is not
unique in this regard. The recently dedicated Korean-Vietnam Memorial, now less
than a year old, is already being stained by water spots, etched by the elements, and
is deteriorating because of lack of proper maintenance. This neglect must end.

Hawaii’s war memorials and veterans’ cemeteries are our promise to veter-
ans that their deeds and names will not be forgotten. How this State cares for its war
memorials and veterans’ cemeteries is a reflection of the esteem in which it holds the
men and women who fought and died for their country. We therefore have an
obligation to ensure that these war memorials and veterans’ cemeteries continue to
serve the purposes for which they are intended, and garner the respect that they truly
deserve for their country. The enactment of a single law cannot alone undo the years
of neglect that have caused some war memorials to deteriorate badly, but this Act
will begin to correct the years of neglect by requiring the appropriate state agencies
to maintain a level of vigilance with regard to the memorials that has not been shown
to date. o '

The purpose of this Act is to require the office of veterans’ services to
annually inspect all state war memorials and veterans’ cemeteries for repair and
maintenance deficiencies, and report all repair and maintenance problems at these
memorials and cemeteries to the adjutant general, the comptroller, and the legisla-
ture in order to ensure that potential problems are detected and corrected as expedi-
tiously as possible.

SECTION 2. Section 363-3, Hawaii Revised Statutes, is amended to read as
follows:
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¢§363-3 Activities of the office. Except as otherwise provided by law, the

office shall:

ey

@

3

4

)

Maintain or cause to be maintained, subject to the control and supervi-
sion of the office, a center to which veterans, including their families
and dependents, may come for information, counsel, aid, and assis-
tance, and by which they may be directed or referred to any agency in
the community whose function it is, by law or otherwise, to provide the

-services, assistance, or benefits which in each instance appear neces-

sary or appropriate. Agencies to which any referrals may be made shall
include, but are not limited to, departments and divisions of the federal
and state governments, veterans’ organizations, and so-called ‘‘pri-
vate’’ social agencies|[.];
Assume the initiative, in cooperation with agencies in the community,
for coordinating all services now available, and which hereafter may
become available, for the use and benefit of veterans, including their
families and dependents, to the end that maximum effectiveness of the
services may be realized, and overlapping and duplication of effort as
between agencies may be minimized[.];

Assemble, analyze, compile, and disseminate factual, up-to-date infor-

mation with respect to:

(A) [benefits,] Benefits, rights, and services of whatever nature to
which veterans, including their families and dependents, are
entitled, or which may be available to them[,]; and

(B) [the] The structure, functions, area of service, and other pertinent
information regarding each agency and organization participating
in the veterans’ assistance program in the State[.];

Cooperate with federal departments and other agencies which, by law,

have responsibility for the administration of rights and benefits granted

by the federal government to veterans, including their families and
dependents|[.];

As soon as [may be] possible after the close of each fiscal year, compile

and submit to the governor, for such use or distribution as the governor

may deem appropriate, a comprehensive report of the activities and
operations of the office, and of all disbursements and expenditures
authorized by [it hereunder.] the office under this section; and

Inspect annually all state war memorials and veterans’ cemeteries for

repair and maintenance deficiencies, and report all repair and mainte-

nance problems at these memorials and cemeteries to the adjutant
general, the comptroller, and the legislature prior to the start of each

regular session.”’

SECTION 3. Statutory material to be repealed is bracketed. New statutory
material is underscored.

SECTION 4. This Act shall take effect upon its approval.

(Became law on April 27, 1995, without the Governor’s signature, pursuant to Art. III, §16,
State Constitution.)
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ACT 64 S.B. NO. 334

A Bill for an Act Relating to Nonresident Violator Compact.
Be It Enacted by the Legislature of the State of Hawaii:

SECTION 1. Article II of section 291A-1, Hawaii Revised Statutes, is
amended by amending subsection (c) to read as follows:

““(¢) ““Compact administrator’” means the [administrator of the traffic viola-
tions bureau of the judiciary.] administrative director of the courts or designee."”

SECTION 2. Article II of section 291A-1, Hawaii Revised Statutes, is
amended by amending subsection (g) to read as follows:

“‘(g) ‘“‘Licensing authority’’ means the [administrator of the traffic violations
bureau of the judiciary.] administrative director of the courts or designee.”’

SECTION 3. Article VI of section 291A-1, Hawaii Revised Statutes, is
amended by amending subsection (a) to read as follows:

‘‘(a) The motor vehicle administrator of each party state shall be the adminis-
trator of this compact for their state. For the State of Hawaii, the [administrator of the
traffic violations bureau of the judiciary] administrative director of the courts or
designee shall be the administrator of this compact. The administrators, acting
jointly, shall have the power to formulate all necessary and proper procedures for the
exchange of information under this compact.”’

SECTION 4. Statutory material to be repealed is bracketed. New statutory
material is underscored.

SECTION 5. This Act shall take effect upon its approval.

(Approved May 25, 1995.)

Note

1. Should be underscored.

ACT 65 : S.B. NO. 1434

A Bill for an Act Relating to Adult Residential Care Homes.
Be It Enacted by the Legislature of the State of Hawaii:

' SECTION 1. Act 165, Session Laws of Hawaii 1994, is amended by
amending section 7 to read as follows:

“SECTION 7. This Act shall take effect on July 1, 1994' and shall be
repealed on {June 30, 1996.] June 30, 1998; provided that this Act shall be repealed
upon the termination of federal matching assistance or the provision of long-term
care services under the State’s Medicaid waiver for the health QUEST demonstra-
tion project granted through Section 1115 of the Social Security Act, whichever is
sooner.”’ .
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SECTION 2. Statutory material to be repealed is bracketed. New statutory
material is underscored.

SECTION 3. This Act shall take effect upon its approval.
(Approved May 25, 1995.)

Note

TR

1. Prior to amendment ‘‘,”’ appeared here.

ACT 66 S.B. NO. 1573

A Bill for an Act Relating to Chapter References in Chapter 231, Hawaii Revised
Statutes.

Be It Enacted by the Legislature of the State of Hawaii:

SECTION 1. Section 231-1, Hawaii Revised Statutes, is amended to read as
follows:

¢¢§231-1 Definitions. Whenever used in [chapters 231 to 249, 236D, 237D,
244D, and 251:] chapters of the law under title 14 administered by the department:

‘‘Assessor’’ or ‘‘assistant assessor’’ means the assessor or an assistant
assessor appointed for the taxation district concerned. Whenever there is more than
one assessor for the first district, with respect to that district ‘‘assessor’” or
‘‘assistant assessor’’ means the assessor or assistant assessor for a particular tax.

““Comptroller’’ means the comptroller of the State.

‘‘Department”” means the department of taxation, unless the context clearly
indicates otherwise.

‘‘Property’” or ‘‘real property’’ has the meaning defined herein, and, to the
extent [required by provisions making] applicable to other chapters], this chapter, or
chapters 232, 233, 235 to 239, 241 to 245, 236D, 237D, 244D, and 251, also means
and] of the law under title 14 administered by the department includes other subjects
or measures of tax. ‘‘Real property’’ includes all land and appurtenances thereof and
the buildings, structures, fences, and improvements erected on or affixed to the land,
and any fixture which is erected on or affixed to [such] the land, buildings,
structures, fences, and improvements, including all machinery and other mechanical
or other allied equipment and the foundations thereof, whose use [thereof] is
necessary to the utility of [such] the land, buildings, structures, fences, and improve-
ments, or whose removal therefrom cannot be accomplished without substantial
damage to [such] the land, buildings, structures, fences, and improvements, exclud-
ing, however, any growing crops.”’

SECTION 2. Section 231-3, Hawaii Revised Statutes, is amended to read as
follows:

€¢§231-3 Department, general duties and powers. The department of taxa-
tion shall have the following duties and powers, in addition to any others prescribed
or granted by this chapter:
(1) Assessment: To make any assessment by law required to be made by
the department;
(2) Collections: To be responsible for the collection of all taxes imposed
[by chapters 231 to 249, 236D, 237D, 244D, and 251,] under title 14,
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except those which by law are to be collected by county treasurers, and
for such other duties as are provided by law;
Construction of revenue laws: To construe the tax and revenue laws,
the administration of which is within the scope of the department’s
duties, whenever requested by any officer acting under those laws, or
by an interested person;
Enforcement of penalties: To see that penalties are enforced when
prescribed by any tax or revenue law of the State (the administration of
which is within the scope of the department’s duties) for disobedience
or evading of its provisions, and to see that complaint is made against
persons violating any such law; in the execution of these powers and
duties the department may call upon the attorney general or any of the
attorney general’s deputies, including the county attorneys or public
prosecutors, whose duties it shall be to assist in the institution and
conduct of all proceedings or prosecutions for penalties and forfeitures,
liabilities, and punishments for violation of the laws administered by
the department;

Forms: To prescribe forms to be used in or in connection with any

assessment, including forms to be used in the making of returns by

taxpayers or in any other proceedings connected with the assessment,
and to change the same from time to time as deemed necessary;

Inspection, examination of records: To inspect and examine the records

of all public officers without charge, and to examine the books and

papers of account of any person for the purpose of enabling the
department to obtain all information that could in any manner aid the
department in discharging its duties under any tax law;

Recommendations for legislation: To recommend to the governor any

amendments, changes, or modifications of the laws as may seem proper

or necessary to remedy injustice or irregularity in taxation or to facili-
tate the assessment of taxes;

Report to governor: To report to the governor annually, and at such

other times and in such manner as the governor may require, concern-

ing the acts and doings and the administration of the department, and
any other matters of information concerning taxation as may be deemed
of general interest;

Rules: To adopt such rules as the department may deem proper effec-

tually to carry out the purposes for which the department is constituted

and to regulate matters of procedure by or before the department;

Compromises: With the approval of the governor, to compromise any

claim arising under any tax law the administration of which is within

the scope of the department’s duties; and in each case there shall be
placed on file in the department’s office a statement of:

(A) [the] The name of the taxpayer and the amount and type of tax
assessed, or proposed to be assessed[,];

(B) [the] The amount of penalties and interest imposed or which
could have been imposed by law with respect to the amount of
tax assessed, as computed by the department[,];

(C) [the] The total amount-of liability as determined by the terms of
the compromise, and the actual payments made thereon with the
dates thereof[,]; and

(D) [the] The reasons for the compromise[; and notwithstanding].

Notwithstanding the provisions of any law making unlawful the disclosure of
tax returns or return information, statements on file in respect of compro-
mises shall be open to public inspection;
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Retroactivity of rulings: To prescribe the extent, if any, to which any
ruling, rule, or construction of the tax laws, of general application, shall
be applied without retroactive effect;
Remission of delinquency penalties and interest: Except in cases of
fraud or wilful violation of the laws or wilful refusal to make a return
setting forth the information required by law (but inclusion in a return
of a claim of nonliability for the tax shall not be deemed a refusal to
make a return), the department may remit any amount of penalties or
interest added, under any law administered by the department, to any
tax that is delinquent for not more than ninety days, in a case of
excusable failure to file a return or pay a tax within the time required by
law, or in a case of uncollectibility of the whole amount due; and in that
case there shall be placed on file in the department’s office a statement
showing the name of the person receiving the remission, the principal
amount of the tax, and the year or period involved;
Closing agreements: To enter into an agreement in writing with any
taxpayer or other person relating to the liability of [such] the taxpayer
or other person, under any law the administration of which is within the
scope of the department’s duties, in respect of any taxable period, or in
respect of one or more separate items affecting the liability for any
taxable period; the agreement, signed by or on behalf of the taxpayer or
other person concerned, and by or on behalf of the department, shall be
final and conclusive, and except upon a showing of fraud or
malfeasance, or misrepresentation of a material fact[,]:

(A) [the] The matters agreed upon shall not be reopened, and the
agreement shall not be modified, by any officer or employee of
the State[,]; and

(B) [in] In any suit, action, or proceeding, the agreement, or any
determination, assessment, collection, payment, refund, or credit
made in accordance therewith, shall not be annulled, modified,
set aside, or disregarded;

Other powers and duties: In addition to the powers and duties contained

in this chapter, the powers and duties contained in [chapters 235, 237 to

239, 243 to0 245, 236D, 237D, 244D, and 251,] other chapters of the law

under title 14 administered by the department for levying, assessing,

collecting, receiving, and enforcing payments of the tax imposed there-

- under, and otherwise relating thereto, shall be severally and respec-

tively conferred, granted, practiced, and exercised for levying, assess-
ing, collecting, receiving, and enforcing payment of the taxes imposed
under the authority of those chapters as far as the provisions are
consistent with the express provisions of those chapters, as fully and
effectually to all intents and purposes as if the same powers and
authorities were repeated in those chapters, with reference to those
taxes, and all of the provisions shall be applied, construed, deemed, and
taken to refer to the taxes imposed under the authority of those
chapters, in like manner.”’

SECTION 3. Section 231-3.5, Hawaii Revised Statutes, is amended to read

as follows:

¢¢§231-3.5 Suspension of running of the period of limitation during

bankruptcy proceedings. The running of the [period] periods of limitation pro-
vided [in chapters 235 to 239, 241 to 245, 236D, 237D, 244D, and 251,] under
chapters of the law under title 14 administered by the department to the contrary
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notwithstanding, shall be suspended for the period during which the director of
taxation is prohibited from making an assessment of taxes by reason of title 11 (with
respect to bankruptcy) of the United States Code and for sixty days after the
prohibition is lifted.”

SECTION 4. Section 231-6, Hawaii Revised Statutes, is amended to read as
follows:

¢§231-6 Oath, power to administer. The department of taxation may
administer all oaths or affirmations required to be taken or be administered under
[chapters 231 to 249, 236D, 237D, 244D, and 251,] chapters of the law under title 14
administered by the department, with respect to any matters coming within the scope
of the duties of the department.”’

SECTION 5. Section 231-12, Hawaii Revised Statutes, is amended to read as
follows:

¢¢§231-12 District judges; jurisdiction over misdemeanors and actions
for tax collections. Except as otherwise specifically provided [by chapters 231 to
249, 236D, 237D, 244D, and 251,] under chapters of the law under title 14
administered by the department, the several district judges shall have jurisdiction to
try misdemeanors arising under [such chapters] chapters of the law under title 14
administered by the department and all complaints for {the violation] violations of
[such chapters] chapters of the law under title 14 administered by the department and
to impose any of the penalties therein prescribed, and shall also have jurisdiction to
hear and determine all civil actions and proceedings for the collection and enforce-
ment of collection and payment of all taxes assessed thereunder, and all actions or
judgments obtained in tax actions and proceedings, notwithstanding the amount
claimed.”’

SECTION 6. Section 231-15.6, Hawaii Revised Statutes, is amended to read
as follows:

¢¢§231-15.6 Returns of corporations or partnerships. The returns, state-
ments, or answers required [by chapter 235, 236D, 237, 237D, 238 to 243, 244D,
245, 247, or 251,] under chapters of the law under title 14 administered by the
department, in the case of a corporation, shall be made by any officer of the
corporation, or in the case of a partnership, by any one of the partners.”’

SECTION 7. Section 231-15.7, Hawaii Revised Statutes, is amended to read
as follows:

¢¢§231-15.7 Returns by fiduciaries. The returns, statements, or answers
required [by chapter 235, 236D, 237, 237D, 238 to 243, 244D, 245, 247, or 251,]
under chapters of the law under title 14 administered by the department shall be
made by the personal representative, trustee, guardian, or other fiduciary in such
capacity in any taxation district in which returns are required.”

SECTION 8. Section 231-23, Hawaii Revised Statutes, is amended by
amending subsection (c) to read as follows:

“‘(c) This subsection shall apply to all taxes.

(1) All refunds shall be paid only upon a form to be known as a ‘‘refund
voucher’’ prepared by the collector. The refund vouchers shall set forth
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all the details of each transaction, shall be approved by the director, and
shall be forwarded to the comptroller from time to time. The comptrol-
ler shall issue a warrant, in the form prescribed by section 40-52, for the
payment of any such refund out of the tax reserve fund hereinafter
created; provided that if the person entitled to the refund is delinquent
in the payment of any.tax, the comptroller, upon demand of the
collector and after notice to the delinquent taxpayer, shall withhold the
amount of the delinquent taxes, together with penalties and interest
thereon, from the amount of the refund and pay the same to the
collector.

(2) There is hereby appropriated, from the general revenues of the State not
otherwise appropriated, the sum of $25,000 which shall be set aside as
a special fund to be known as the tax reserve fund. All refunds of taxes
collected by the department under [chapters 235 to 239, 241, 243 to
245, 236D, 237D, 244D, and 251, heretofore made out of the reserve
funds in chapters 235 and 237 or from the general fund,] chapters of the
law under title 14 administered by the department shall be made out of
the tax reserve fund. The director of taxation, from time to time, may
deposit taxes collected under [the chapters enumerated in the immedi-
ately preceding sentence] chapters of the law under title 14 adminis-
tered by the department in the state treasury to the credit of the tax
reserve fund so that there may be maintained at all times a fund not
exceeding $25,000. The amounts deposited shall be made from the
taxes with respect to which a particular refund is made.”’

SECTION 9. Section 231-29, Hawaii Revised Statutes, is amended to read as
follows:

€“§231-29 Joinder of party defendant when State claims tax liens. The
director of taxation (or in the case of a lien under chapter 383, the director of labor
and industrial relations) may be named a party defendant in any civil action in any
state court of competent jurisdiction or in the district court of the United States for
the district of Hawaii, to quiet title to or for the foreclosure of a mortgage or other
lien upon real or personal property on which the State has or claims a tax lien under
[chapters 233, 235, 236D, 237 to 239, 237D, 241, 243, 244D, 245, 251, and 383;]
chapters of the law under title 14 administered by the department or chapter 383;
provided that the jurisdiction [herein] conferred by this section shall be limited and
shall not operate as a consent by the State to be sued as to its claim of title to or liens
and encumbrances on real and personal property other than the liens aforemen-
tioned.

Service upon the director shall be made as provided by the rules of court. In
any action [herein] contemplated[,] under this section, the director may ask, by way
of affirmative relief, for the foreclosure of the aforementioned state tax liens, but in
the absence of such request for affirmative relief, upon any foreclosure sale the
property shall be sold subject to the tax liens. Nothing in this section shall preclude
the director from asking for such other and further relief as might have been claimed
by intervention in the action.’’

SECTION 10. Statutory material to be repealed is bracketed. New statutory
material is underscored.

SECTION 11. This Act shall take effect upon its approval.
(Approved May 25, 1995.)
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ACT 67 S.B. NO. 1575

A Bill for an Act Relating to Underestimation of Net Income Tax.

Be It Enacted by the Legislature of the State of Hawaii:

SECTION 1. Section 235-97, Hawaii Revised Statutes, is amended by
amending subsection (f) to read as follows:

“‘(f) In the case of any underpayment of estimated tax, except as provided by
this subsection, there shall be added to the tax for the taxable year an amount
determined at the rate of [eight per cent a year] two-thirds of one per cent a month or
fraction of a month upon the amount of the underpayment for the period of the
underpayment.

(1) The amount of the underpayment shall be the excess of:

(A) The required installment, over
(B) The amount, if any, of the installment paid on or before the due
date for the installment.

(2) The period of the underpayment shall run from the due date for the
installment to whichever of the following dates is the earlier:

(A) The twentieth day of the fourth month following the close of the
taxable year, or

(B) With respect to any portion of the underpayment, the date on
which the portion is paid. For purposes of this paragraph, a
payment of estimated tax on any installment date shall be
credited against unpaid required installments in the order in
which the installments are required to be paid.

(3) For the purposes of this section, the term ‘‘tax’’ means the tax imposed
under this chapter reduced by any credits available to the taxpayer other
than the credit for amounts withheld from the taxpayer’s wages or taxes
withheld at the source, if any, for the taxable year.

(4) Sections 6654(d), (e)(2), (e)(3), (), (), (j), (k), and (1),' (with respect to
failure by an individual to pay estimated income tax), and 6655(d), (),
(2)(2), (g)(3), (g)(4), and (i) (with respect to failure by a corporation to
pay estimated income tax) of the Internal Revenue Code, as of the date
set forth in section 235-2.3(a), shall be operative for the purposes of
this section; provided that the due dates contained in any of the
preceding Internal Revenue Code sections shall be deemed to be the
twentieth day of the applicable month.”’

-SECTION 2. Statutory material to be repealed is bracketed. New statutory
material is underscored. ,

SECTION 3. This Act, upon its approval, shall apply to taxable years
beginning after December 31, 1994.

(Approved May 25, 1995.)

Note

1. Should be underscored.
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ACT 68 S.B. NO. 1627

A Bill for an Act Relating to the Establishment of the University of Hawaii Graduate
Application Revolving Fund.

Be It Enacted by the Legislature of the State of Hawaii:

SECTION 1. Chapter 304, Hawaii Revised Statutes, is amended by adding a
new section to be appropriately designated and to read as follows:

“§304- University of Hawaii graduate application revolving fund.
There is established a University of Hawaii graduate application revolving fund for
graduate program application processing. The board of regents may establish appro-
priate charges for application processing. The revenues from such charges shall be
deposited into this revolving fund and be used to pay the costs of processing
applications to all graduate programs.”’’

SECTION 2. New statutory material is underscored.’

SECTION 3. This Act shall take effect upon its approval.
(Approved May 25, 1995.)

Note
1. Edited pursuant to HRS §23G-16.5.

ACT 69 S.B. NO. 1645

A Bill for an Act Relating to Chapter 183C.
Be It Enacted by the Legislature of the State of Hawaii:

SECTION 1. Section 26-16, Hawaii Revised Statutes, is amended by amend-
ing subsection (d) to read as follows:

“(d) The functions and authority heretofore exercised by the board of
commissioners of agriculture and forestry (except the management of state parks and
the conservation, development, and utilization of forest resources, including regula-
tory powers over the forest reserve provided in [section 183-41,] Act 234, section 2,
Session Laws of Hawaii 1957, and of fish and game resources transferred to the
department of land and natural resources), by the farm loan board as heretofore
constituted, and by the University of Hawaii with respect to the crop and livestock
reporting service and market news service, are transferred to the department of
agriculture established by this chapter.”

SECTION 2. Section 171-58.5, Hawaii Revised Statutes, is amended to read
as follows:

¢¢§171-58.5 Prohibitions. The mining or taking of sand, dead coral or coral
rubble, rocks, soil, or other marine deposits seaward from the shoreline is prohibited
with the following exceptions:
(1) The taking from seaward of the shoreline of such materials, not in
excess of one gallon per person per day for reasonable, personal,
noncommercial use;
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(2) For the replenishment or protection of public shoreline areas and adja-
cent public lands seaward of the shoreline, or construction or mainte-
nance of state approved lagoons, harbors, launching ramps, or naviga-
tional channels with a permit authorized under [section 183-41;]
chapter 183C;

(3) The clearing of such materials from existing drainage pipes and canals
and from the mouths of streams including clearing for the purposes
under section 46-11.5; provided that the sand removed shall be placed
on adjacent areas unless this placement would result in significant
turbidity; or

(4) The cleaning of areas seaward of the shoreline for state or county
maintenance purposes including the purposes under section 46-12;
provided that the sand removed shall be placed on adjacent areas unless
such placement would result in significant turbidity.” '

SECTION 3. Section 183-42, Hawaii Revised Statutes, is amended to read as
follows:

¢¢§183-42 Strip mining; prior approval of license or permit. No original
permit or license for strip mining on land within the forest reserve boundaries shall
be issued by any officer or agency of the State without the prior approval and
concurrence of the department. In determining whether to grant or withhold such
approval, the department shall be guided by the standards set forth in [section

183-41.] chapter 183C.”

SECTION 4. Section 183-44, Hawaii Revised Statutes, is amended by
amending subsection (a) to read as follows:

‘‘(a) The board [of land and natural resources] shall adopt rules concerning
the application and issuance of permits for the repair, strengthening, reinforcement,
and maintenance of fishponds pursuant to [section 183-41.] chapter 183C. The rules
shall specify the extent:

(1) Ofrepairs, strengthening, reinforcement, and maintenance for which no
permit is necessary, but for which the owner shall be required to notify
the board in writing of the owner’s intent to perform them which
notification shall be submitted not less than ten days before performing
the repairs, strengthening, reinforcement, or maintenance, and for

‘which receipt and lack of action by the board within the ten-day notice
period shall constitute approval;

(2) Of repairs, strengthening, reinforcement, and maintenance for which a
permit shall be required which shall be requested in writing by the
owner.”’

SECTION 5. Section 188-68, Hawaii Revised Statutes, is amended by
amending subsection (a) to read as follows:

‘‘(a) The intentional taking, breaking, or damaging with crowbar, chisel, or
any other implement of any rock or coral to which marine life is visibly attached or
affixed, or live stony coral of the taxonomic order, Madreporaria, including the
Fungidae or Pocilloporidae families, is prohibited except with a permit authorized
under section 187A-6 or [section 183-41} chapter 183C or by the department under
rules adopted pursuant to chapter 91 necessary for collecting marine life visibly
attached to rocks placed in the water for a commercial purpose.”’
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SECTION 6. Section 190D-11, Hawaii Revised Statutes, is amended by
amending subsection (b) to read as follows:

‘(b) The department shall process the conservation district use application
pursuant to [section 183-41] chapter 183C and rules adopted under this chapter.
Within sixty days after the submission of a conservation district use application with
a request for a lease for marine activities in state marine waters or submerged lands
and the receipt of the related environmental assessment or environmental impact
statement, the department shall issue a public notice that the application has been
received. The public notice shall describe the marine waters or submerged lands, or
both, for which application has been made, the nature of the exclusive use sought,
and the purpose for which the application has been made. The notice shall be
published on three separate days in a newspaper of general distribution in the State
and in the county nearest the marine waters or submerged lands for which applica-
tion has been made. The public notice shall invite public comment.”’

SECTION 7. Section 195F-2, Hawaii Revised Statutes, is amended by
amending the definition of ‘‘potential natural area reserve’’ to read:

‘““‘Potential natural area reserve’’ means land or water areas within the
protective subzone of the conservation district established pursuant to [section
183-41,] chapter 183C, intact native natural communities identified by the heritage
program under chapter 195, and other lands or waters meeting criteria established by
the natural area reserves system commission.’’

SECTION 8. Section 205-2, Hawaii Revised Statutes, is amended by amend-
ing subsection (a) to read as follows:

‘“(a) There shall be four major land use districts in which all lands in the
State shall be placed: urban, rural, agricultural, and conservation. The land use
commission shall group contiguous land areas suitable for inclusion in one of these
four major districts. The commission shall set standards for determining the bound-
aries of each district, provided that:

(1) Inthe establishment of boundaries of urban districts those lands that are
now in urban use and a sufficient reserve area for foreseeable urban
growth shall be included;

(2) 1In the establishment of boundaries for rural districts, areas of land
composed primarily of small farms mixed with very low density
residential lots, which may be shown by a minimum density of not
more than one house per one-half acre and a minimum lot size of not
less than one-half acre shall be included, except as herein provided;

(3) In the establishment of the boundaries of agricultural districts the
greatest possible protection shall be given to those lands with a high
capacity for intensive cultivation; and

(4) In the establishment of the boundaries of conservation districts, the
“‘forest and water reserve zones’’ provided in [section 183-41] Act 234
section 2, Session Laws of Hawaii 1957, are renamed ‘‘conservation
districts’’ and, effective as of July 11, 1961, the boundaries of the forest
and water reserve zones theretofore established pursuant to [section
183-41,] Act 234, section 2, Session Laws of Hawaii 1957, shall
constitute the boundaries of the conservation districts; provided that
thereafter the power to determine the boundaries of the conservation
districts shall be in the commission.
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In establishing the boundaries of the districts in each county, the commission shall
give consideration to the master plan or general plan of the county.”

SECTION 9. Section 205-5.1, Hawaii Revised Statutes, is amended by
amending subsections (b) and (c) to read as follows:

“‘(b) The board of land and natural resources shall have the responsibility for
designating areas as geothermal resource subzones as provided under section
205-5.2; except that the total area within an agricultural district which is the subject
of a geothermal mining lease approved by the board of land and natural resources,
any part or all of which area is the subject of a special use permit issued by the
county for geothermal development activities, on or before May 25, 1984, is
designated as a geothermal resource subzone for the duration of the lease. The
designation of geothermal resource subzones shall be governed exclusively by this
section and section 205-5.2, except as provided therein. The board shall adopt,
amend, or repeal rules related to its authority to designate and regulate the use of
geothermal resource subzones in the manner provided under chapter 91.

The authority of the board to designate geothermal resource subzones shall
be an exception to those provisions of this chapter and of section 46-4 authorizing
the land use commission and the counties to establish and modify land use districts
and to regulate uses therein. The provisions of this section shall not abrogate nor
supersede the provisions of chapters 182, 183, and [183.] 183C.

(c) The use of an area for geothermal development activities within a geo-
thermal resource subzone shall be governed by the board within the conservation
district and, except as herein provided, by state and county statutes, ordinances, and
rules not inconsistent herewith within agricultural, rural, and urban districts, except
that no land use commission approval or special use permit procedures under section
205-6 shall be required for the use of such subzones. In the absence of provisions in
the county general plan and zoning ordinances specifically relating to the use and
location of geothermal development activities in an agricultural, rural, or urban
district, the appropriate county authority may issue a geothermal resource permit to
allow geothermal development activities. ‘‘Appropriate county authority’’ means
the county planning commission unless some other agency or body is designated by
ordinance of the county council. Such uses as are permitted by county general plan
and zoning ordinances, by the appropriate county authority, shall be deemed to be
reasonable and to promote the effectiveness and objectives of this chapter. Chapters
177, 178, 182, 183, 183C, 205A, 226, 342, and 343 shall apply as appropriate. If
provisions in the county general plan and zoning ordinances specifically relate to the
use and location of geothermal development activities in an agricultural, rural, or
urban district, the provisions shall require the appropriate county authority to
conduct a public hearing on any application for a geothermal resource permit to
determine whether the use is in conformity with the criteria specified in subsection
(e) for granting geothermal resource permits; provided that within the urban, rural,
and agricultural land use districts, direct use applications of geothermal resources
are permitted without any application for a geothermal resource permit both within
and outside of areas designated as geothermal resource subzones pursuant to section
205-5.2 if such direct use applications are in conformance with all other applicable
state and county land use regulations and are in conformance with this chapter.”

SECTION 10. Section 205-5.2, Hawaii Revised Statﬁtes, is amended by
amending subsection (b) to read as follows:

*‘(b) The board’s assessment of each potential geothermal resource subzone
area shall examine factors to include, but not be limited to:

106



ACT 69

(1) The area’s potential for the production of geothermal energy;

(2) The prospects for the utilization of geothermal energy in the area;

(3) The geologic hazards that potential geothermal projects would encoun-
ter;

(4) Social and environmental impacts;

(5) The compatibility of geothermal development and potential related
industries with present uses of surrounding land and those uses per-
mitted under the general plan or land use policies of the county in
which the area is located;

(6) The potential economic benefits to be derived from geothermal devel-
opment and potential related industries; and

(7) The compatibility of geothermal development and potential related
industries with the uses permitted under [sections 183-41] chapter
183C and section 205-2, where the area falls within a conservation
district.

In addition, the board shall consider, if applicable, objectives, policies and

guidelines set forth in part I of chapter 205A, and the provisions of chapter 226.”

SECTION 11. Section 205-15, Hawaii Revised Statutes, is amended to read
as follows:

€¢§205-15 Conflict. Except as specifically provided by this chapter and the
regulations adopted thereto, neither the authority for the administration of the
provisions of [section 183-41] chapter 183C nor the authority vested in the counties
under the provisions of section 46-4 shall be affected.”

SECTION 12. Section 205A-41, Hawaii Revised Statutes, is amended by
amending the definition of ‘‘board approval’’ to read:

‘““‘Board approval’’ means approval by the board of land and natural
resources pursuant to [section 183-41.] chapter 183C.”

SECTION 13. Section 205A-43.6, Hawaii Revised Statutes, is amended by
amending subsection (c) to read as follows:

*‘(c) The authority of the board of land and natural resources to determine the
shoreline and enforce rules established under [section 183-41] chapter 183C shall
not be diminished by a manmade structure in violation of this part.”’

SECTION 14. Section 220-1, Hawaii Revised Statutes, is amended by
amending subsection (a) to read as follows:

‘‘(a) The board of land and natural resources shall adopt rules for review of
applications, and issuance of permits for aquaculture farms, pursuant to [section
183-41.] chapter 183C. The rules shall specify permitted uses; provided that all uses
endorsed by the board of agriculture pursuant to chapter 219 shall be permitted uses;
uses for which an environmental impact statement shall be necessary, pursuant to
chapter 343, as well as those actions of repair and maintenance which shall not be
subject to the permit and environmental impact statement provisions, including but
not limited to emergency repairs.”’

SECTION 15. Section 607-25, Hawaii Revised Statutes, is amended by
amending subsection (c) to read as follows:
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“‘(c) For purposes of this section, the permits or approvals required by law
shall include compliance with the requirements for permits or approvals established
by chapters 6E, 46, 54, 171, 174C, 180C, 183, 183C, 184, 195, 195D, 205, 205A,
266, 3428, 342D, 342F, 342H, 342J, 342L, 342N, and 343 and ordinances or rules
adopted pursuant thereto under chapter 91.”

SECTION 16. This Act does not affect the rights and duties that matured,
penalties that were incurred, and proceedings that were begun, before its effective
date.

SECTION 17. Statutory material to be repealed is bracketed. New statutory
material is underscored.

SECTION 18. This Act shall take effect upon its approval.
(Approved May 25, 1995.)

ACT 70 S.B. NO. 1688

A Bill for an Act Relating to Public Assistance.
Be It Enacted by the Legislature of the State of Hawaii:

SECTION 1. Section 346-53, Hawaii Revised Statutes is amended by
amending subsection (c) to read as follows:

““(c) The director, pursuant to chapter 91, shall determine the rate of payment
for the different levels of domiciliary care provided to recipients eligible either for
Federal Supplemental Security Income, or public assistance in accordance with state
standards, or both. The director shall provide for level of care [increases effectlve
July 1, 1989,] payments as follows:

(1) For those adult residential care homes classified as facility type I[:] g&i
type II the state supplemental payments shall be: not less than [$70]
$79.90 for level of care (LOC) I; not less than [$105] $129.90 for LOC
II; and not less than [$145] $191.90 for LOC III; [and

(2) For those adult residential care homes classified as facility type II: not
less than $124 for LOC I; not less than $105 for LOC II; and not less
than $145 for LOC IIL]

(2) For those adult residential care homes classified as facility type I, the
state_supplemental payment shall not exceed $284.90 for LOC I;
$369.90 for LOC H; and $471.90 for LOC III; and

(3) For those adult residential care homes classified as facility type II, the
state supplemental payment shall not exceed $338.90 for LOC I;
$477.90 for LOC 1II; and $579.90 for LOC I

The rate of payment at which level a recipient enters an adult residential care
home licensed pursuant to section 321-15.6 shall remain the same for as long as the
recipient resides in that adult residential care home. The rate of payment may be
raised if the recipient’s condition so requires, or by rule of the department in
accordance with this subsection; provided that:

(1) Notwithstanding the rate of payment at the time of entry, the depart-

ment shall ensure that the recipient shall receive the quality of care
consistent with the level of care as determined by the department; and
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(2) If the operator does not provide the quality of care consistent with the
needs of the individual as determined by and to the satisfaction of the
department, the department may reduce the rate of payment, or adjust
the level of care, or remove the recipient to another facility.

The department shall handle abusive practices under this section in accordance with
chapter 91.

Nothing in this subsection shall allow the director to remove a recipient from
an adult residential care home or other similar institution if the recipient does not
desire to be removed and the operator thereof is agreeable to the recipient remaining
therein, except where the recipient requires a higher level of care than provided
thereby, or where the recipient no longer requires any domiciliary care.”

SECTION 2. Statutory material to be repealed is bracketed. New statutory
material is underscored.

SECTION 3. This Act shall take effect upon its approval.
(Approved May 25, 1995.)

ACT 71 S.B. NO. 1695

A Bill for an Act Relating to Precinct Officials and Other Election Day Officials.
Be It Enacted by the Legislature of the State of Hawaii:

SECTION 1. Section 11-5, Hawaii Revised Statutes, is amended to read as
follows:

¢¢§11-5 Employees. (a) The chief election officer may employ a permanent
staff, subject to [the provisions of] chapters 76 and 77, to supervise state elections;
maximize registration of eligible voters throughout the State; maintain data concern-
ing registered voters, elections, apportionment, and districting; and to perform other
duties as prescribed by law. The chief election officer or county clerk may employ
precinct officials and other election employees as the chief election officer or county
clerk may find necessary, none of whom shall be subject to [the provisions of]
chapters 76 and 77.

(b) Notwithstanding chapters 103 and 103D, the chief election officer may
contract with community organizations, school booster clubs, and nonprofit organi-
zations for the provision and compensation of precinct officials and other election
related personnel, services, and activities; provided that to be eligible to enter into a
contract, the organization or club shall have received a tax clearance certificate from
the department of taxation.”

SECTION 2. Section 11-72, Hawaii Revised Statutes, is amended to read as
follows:

¢‘§11-72 Precinct officials; submission of names and assignment;
vacancies. (a) All qualified political parties shall submit names for precinct officials
to the chief election officer not later than 4:30 p.m. on the [ninetieth] sixtieth day
prior to the close of filing for any primary, special primary, or special election. All
precinct officials shall be able to read and write the English language. If any party
fails to submit the required names by the above deadline, [the chief election officer
may fill the positions with available qualified persons.] or names sufficient to fill the
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positions to which it would be entitled, assignment of positions to which the party

would otherwise be entitled pursuant to subsection (b), may be made without regard

to party affiliation.

(b) In assigning the precinct officials the following criteria shall be followed:

(D

2

©)

“

The precinct officials shall be registered voters of the precinct in which
they serve; but if qualified persons in the precinct or representative
district are not readily available to serve, they may be chosen from
without the precinct or representative district, or if qualified persons
either in or without the precinct or representative district are not
available to serve, the chief election officer may designate precinct
officials who are not registered voters if the persons so designated are
otherwise qualified and shall have attained the age of sixteen years on
or before June 30, of the year of the election in which they are
appointed to work.

The chief election officer may designate more precinct officials than

are needed in order to create a pool of qualified precinct officials who

may be assigned to fill vacancies or to perform such duties as needed in
any precinct. '

No parent, spouse, child, or sibling of a candidate shall be eligible to

serve as a precinct official in any precinct in which votes may be cast

for the candidate; nor shall any candidate for any elective office be
eligible to serve as a precinct official in the same election in which the
person is a candidate. No candidate who failed to be nominated in the

primary or special primary election shall be eligible to serve as a

precinct official in the general election next following.

The chairperson of the precinct officials shall be of the same party as

the governor and shall be the first named precinct official on the list

prepared by the chief election officer. The remainder of the precinct
officials shall be apportioned as follows:

(A) The total votes cast, except those cast for nonpartisan candidates,
for all of the following offices which were on the ballot in the
next preceding general election shall be divided into the total
votes cast for all the candidates of each party for such offices:
president and vice-president, United States senator, United States
representative, governor and lieutenant governor, state senator,
and state representative.

(B) In the event that a party’s proportion of votes cast exceeds fifty
per cent, its share shall be one-half of the precinct officials. The
remaining one-half shall be divided among the remaining parties
in proportion to their respective total of votes cast for the offices
set forth in subparagraph (A).

(C) In the case of the above division resulting in parties having
fractional positions a whole position shall go to the party with the
larger number of votes cast.

(D) Newly qualified parties may be assigned up to ten per cent of the
total positions available at the discretion of the chief election
officer.

(c) In the recruitment and placement of precinct officials, any or all of the

requirements of subsection (b) may be waived by the chief election officer if it is

determined that minority language assistance or other special needs warrant such

waiver, except as provided in subsection (b)(3).

(d) In case of inability, failure, or refusal of any person so assigned to serve
as a precinct official, the chief election officer shall[, so far as reasonably practica-
ble,] appoint a person to fill the vacancy [from the same party as that of the person to
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be replaced. In case of doubt as to the party affiliation of a precinct official, the chief
election officer shall use first, the party membership list; and second, the person’s
word for the person’s party affiliation].”

SECTION 3. Section 11-76, Hawaii Revised Statutes, is amended by amend-
ing subsection (a) to read as follows:

‘‘(a) Electronic ballot and voting machine elections. Precinct officials[, other
than the chairman and voter assistance official, shall be paid $75 for each election.
The voter assistance official shall be paid $80 for each election. The chairperson of
the precinct officials for each precinct shall be paid $85 for each election for a
single-unit precinct and $15 more per unit for larger precincts. Alternate precinct
officials who are trained and certified and who remain available but do not work in
either the primary or general election shall be compensated $5.] and related election
day nonprofit groups or employees shall be compensated pursuant to a schedule
established by the chief election officer. The schedule shall be contained in rules
adopted pursuant to chapter 91.”’

SECTION 4. Section 237-24.7, Hawaii Revised Statutes, is amended to read
as follows:

€¢§237-24.7 Additional amounts not taxable. In addition to the amounts

not taxable under section 237-24, this chapter shall not apply to:

(1) Amounts received by the operator of a hotel from the owner of the hotel
in amounts equal to and which are disbursed by the operator for
employee wages, salaries, payroll taxes, insurance premiums, and
benefits, including retirement, vacation, sick pay, and health benefits.
As used in this paragraph:

‘‘Employee’’ means employees directly engaged in the day to
day operation of the hotel and employed by the operator.

‘““Hotel’” means an operation licensed under section 445-92.

“‘Operator’” means any person who, pursuant to a written
contract with the owner of a hotel, operates or manages the hotel for the
owner.

““Owner’’ means the fee owner or lessee under a recorded lease
of a hotel; '

(2) Amounts received by the operator of a county transportation system
operated under an operating contract with a political subdivision, where
the political subdivision is the owner of the county transportation
system. As used in this paragraph:

““‘County transportation system’’ means a mass transit system
of motorized buses providing regularly scheduled transportation within
a county.

““‘Operating contract’’ or ‘‘contract’” means a contract to oper-
ate and manage a political subdivision’s county transportation system,
which provides that:

(A) The political subdivision shall exercise substantial control over
all aspects of the operator’s operation;

(B) The political subdivision controls the development of transit
policy, service planning, routes, and fares; and

(C) The operator develops in advance a draft budget in the same
format as prescribed for agencies of the political subdivision. The
budget must be subject to the same constraints and controls
regarding the lawful expenditure of public funds as any public
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sector agency, and deviations from the budget must be subject to
approval by the appropriate political subdivision officials in-
volved in the budgetary process.

““Operator’’ means any person who, pursuant to an operating
contract with a political subdivision, operates or manages a county
transportation system.

“Owner’”’ means a political subdivision that owns or is the
lessee of all the properties and facilities of the county transportation
system (including buses, real estate, parking garages, fuel pumps,
maintenance equipment, office supplies, etc.), and that owns all reve-
nues derived therefrom,;

Surcharge taxes on rental motor vehicles imposed by chapter 251 and
passed on and collected by persons holding certificates of registration
under that chapter; :

Amounts received by the operator of orchard properties from the owner
of the orchard property in amounts equal to and which are disbursed by
the operator for employee wages, salaries, payroll taxes, insurance
premiums, and benefits, including retirement, vacation, sick pay, and
health benefits. As used in this paragraph:

“Employee’’ means an employee directly engaged in the day to
day operations of the orchard properties and employed by the operator.

“‘Operator’> means a producer who, pursuant to a written con-
tract with the owner of the orchard property, operates or manages the
orchard property for the owner where the property contains an area
sufficient to make the undertaking economically feasible.

““‘Orchard property’’ means any real property that is used to
raise trees with a production life cycle of fifteen years or more produc-
ing fruits or nuts having a normal period of development from the
initial planting to the first commercially saleable harvest of not less
than three years.

““Owner’’ means a fee owner or lessee under a recorded lease of
orchard property; [and]

Taxes on nursing facility income imposed by chapter 346E and passed
on and collected by operators of nursing facilities].];

Amounts received under property and casualty insurance policies for
damage or loss of inventory used in the conduct of a trade or business
located within the State or a portion thereof that is declared a natural
disaster area by the governor pursuant to section 209-2[.]; and
Amounts received as compensation by community organizations,
school booster clubs, and nonprofit organizations under a contract with
the chief election officer for the provision and compensation of precinct
officials and other election related personnel, services, and activities,
pursuant to section 11-5.” ’

SECTION 5. Statutory material to be repealed is bracketed. New statutory
material is underscored.

SECTION 6. This Act shall take effect upon its approval.
(Approved May 25, 1995.)
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ACT 72 S.B. NO. 1766

A Bill for an Act Relating to Community Correctional Centers.
Be It Enacted by the Legislature of the State of Hawaii:

SECTION 1. Section 353-6, Hawaii Revised Statutes, is amended to read as
follows:

¢§353-6 Establishment of community correctional centers. (a) There
shall be a community correctional center for each county under the direction and
administration of the director. Any community correctional center may be integrated
and operated concurrently with any other correctional facility or facilities. Each
center shall:

(1) Provide residential detention for persons [awaiting judicial disposition
who have not been conditionally] who have been arraigned or have
made an initial appearance and who have not been admitted to bail,
released to appear, or otherwise released;

(2) Provide residential custody and correctional care for committed
misdemeanants and for felons committed to indeterminate sentences;

(3) Provide for committed persons, correctional services, including but not
limited to, social and psychiatric-psychological evaluation, employ-
ment, counseling, social inventory, correctional programming, medical
and dental services, and sex abuse education and treatment programs
for persons convicted of sexual offenses or who are otherwise in need
of these programs;

(4) Provide recreational, educational, and occupational training, and social
adjustment programs for committed persons;

(5) Provide referrals to community educational, vocational training, em-
ployment, and work study programs; and aftercare, supervisory, and
counseling services for persons released from centers.

(b) Each county shall provide residential detention for persons who are

prearraignment detainees.’’

SECTION 2. Statutory material to be repealed is bracketed. New statutory
material is underscored.

SECTION 3. This Act shall take effect upon its approval.
(Approved May 25, 1995.)

ACT 73 S.B. NO. 1774

A Bill for an Act Relating to the Hiring of Attorneys.
Be It Enacted by the Legislature of the State of Hawaii:

SECTION 1. Section 28-8, Hawaii Revised Statutes, is amended to read as
follows:

¢¢§28-8 First deputy attorney general; other deputies. (a) The attorney

general shall appoint, and at the attorney general’s pleasure remove, a first deputy
attorney general and such other deputies and law clerks as the exigencies of the
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public service may require, and shall be responsible for all of the acts of the first
deputy attorney general, other deputies, and law clerks. They shall act under the
direction of the attorney general and shall perform such duties as the attorney
general may require. The first deputy attorney general and other deputies, subject to
such directions, may perform or exercise any and all duties or powers by law
required of or conferred upon the attorney general.

(b) The attorney general may appoint and [at the attorney general’s pleasure
remove], by contract, retain the services of special deputies to perform such duties
and exercise such powers as the attorney general may specify in their several
appointments. The special deputies shall serve at the pleasure of the attorney
general. At the option of the attorney general, special deputies may be compensated
on a fixed-price basis, an hourly rate basis, with or without a fixed cap, or, if a
special deputy has been appointed to represent the State in an action by the State
pursuant to section 661-10, through a contingent fee arrangement to be specified in
the contract and payable out of all sums the special deputy recovers for the State by
judgment, order, or settlement.

(c) The first deputy attorney general and all of the other deputies shall take
the oath required of other public officers.”

SECTION 2. Section 485-3, Hawaii Revised Statutes, is amended to read as
follows:

€“§485-3 Assistants; compensation; quarters; reports. (a) The commis-
sioner of securities shall employ from time to time such other officers, attorneys,
clerks, and employees, as are necessary for the administration of this chapter. They
shall perform such duties as the commissioner assigns to them and their compensa-
tion, and the compensation of the deputies herein provided for, shall be fixed by the
commissioner with the approval of the governor, subject to chapters 76 and 77. The
commissioner and deputies and each of the employees shall take and subscribe and
file the oath of office prescribed by law.

The commissioner, deputies, or any person appomted or employed by the
commissioner under this subsection shall be paid, in addition to their salary or
compensation when required to travel on official duties, the transportation cost,
board, lodging, and other traveling expenses necessary and actually incurred by each
of them in the performance of the duties required by this chapter or performed by the
direction of the commissioner.

(b) Notwithstanding any other law to the contrary, the commissioner of
securities, by contract, may retain the services of attorneys for the enforcement of
this chapter. The attorneys shall serve at the pleasure of the commissioner. At the
option of the commissioner, attorneys retained by contract under this subsection may
be compensated on a fixed-price basis, an hourly rate basis, with or without a fixed
cap, or through a contingent fee arrangement to be specified in the contract and
payable out of all sums the attorney recovers for the State by judgment, order, or
settlement.

(c) The governor shall cause the commissioner to be furnished with such
quarters, stationery, furniture, office equipment, and other supplies as may be
necessary for the efficient execution of the functions vested in the commissioner by
this chapter.

(d) The commissioner shall report to the governor annually upon such date as
the governor shall establish. The report shall contain an [amount] account of the
work of the commissioner during the period covered and such data and information
as may be deemed necessary or appropriate.”’
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SECTION 3. Section 487-3, Hawaii Revised Statutes, is amended to read as
follows:

“‘[[18487-3[1] Personnel. (a) The director may appoint as staff members
persons who have been admitted to practice law before the supreme court of this
State without regard to chapters 76 and 77. All other employees shall be appointed
by the director in accordance with chapters 76 and 77.

(b) The director may, by contract, retain the services of special consumer
protection attorneys for the prosecution of consumer-related matters. The special
consumer protection attorneys shall serve at the pleasure of the director. At the
option of the director, special consumer protection attorneys may be compensated on
a fixed-price basis, an hourly rate basis, with or without a fixed cap, or through a
contingent fee arrangement to be specified in the contract and payable out of all
sums the special consumer protection attorney recovers for the State by judgment,
order, assurance of voluntary compliance, or settlement.”’

SECTION 4. Statutory material to be repealed is bracketed. New statutory
material is underscored.

SECTION 5. This Act shall take effect upon its approval.
(Approved May 25, 1995.)

ACT 74 H.B. NO. 295

A Bill for an Act Relating to the Student Loan Assistance Program.
Be It Enacted by the Legislature of the State of Hawaii:

SECTION 1. Section 304-93, Hawaii Revised Statutes, is amended to read as
follows:

¢¢§304-93 Repayment of loans. All loans made under this part shall bear
interest at [three] five per cent simple interest. Repayment of principal and interest
charges shall commence nine months after graduation or after a borrower ceases to
be enrolled at least half-time in a degree program and shall be paid in periodic
installments within a ten-year period. The university may charge late fees and all
other reasonable costs for the collection of delinquent loans. The board of regents
may, upon application by the student and upon a showing of good cause, defer
repayment of the loan and commencement of interest. Liability for repayment of a
loan shall be canceled upon the death or permanent total disability of the borrower.

The university may spend out of the state higher education loan fund up to
[one] two per cent of the total amount of loans outstanding for [the collection of
repayments] collection and administrative expenses. In addition, all payments
collected shall revert to and be credited to the loan fund.”’

SECTION 2. Statutory material to be repealed is bracketed. New statutory
material is underscored. ‘

SECTION 3. This Act shall take effect upon its approval.
(Approved May 25, 1995.)
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ACT 75 H.B. NO. 1840

A Bill for an Act Relating to Animal Quarantine.
Be It Enacted by the Legislature of the State of Hawaii:

SECTION 1. Section 142-98, Hawaii Revised Statutes, is amended to read as
follows:

““[[18142-98[]] Fees. (a) The department of agriculture may establish and
assess fees pursuant to chapter 91 for facilities usage, vaccination programs, emer-
gency transportation of quarantined animals, insecticides, medication, and other
goods and services deemed necessary and provided by the department of agriculture
in enforcing the provisions of this chapter; provided that the assessment of these fees
does not violate any other provision of this chapter.

(b) All fees and expenses, other than for the initial inspection, relating to
quarantine, confinement, investigation, overtime, meals, transportation, recapture,
vaccination, examination, treatment, dipping, and any other function deemed neces-
sary by the department shall be the responsibility of the owner, consignee, or
handler.

(c) Notwithstanding any other law to the contrary, any payments due and
owing to the State for any fees for goods and services received from the State at the
animal quarantine station may be made by means of credit cards as may be deemed
acceptable by the comptroller. The use of credit cards shall be exempt from section
40-35. A service fee may be required by the department for this use.”’

SECTION 2. Statutory material to be repealed is bracketed. New statutory
material is underscored.

SECTION 3. This Act shall take effect upon its approval.
(Approved May 25, 1995.)

ACT 76 H.B. NO. 1841

A Bill for an Act Relating to Aquaculture Loans.
Be It Enacted by the Legislature of the State of Hawaii:

SECTION 1. Chapter 219, Hawaii Revised Statutes, is amended by adding a
new section to be appropriately designated and to read as follows:

€“§219-  Direct loans. (a) The department of agriculture may make loans
directly to qualified aquaculturists who are unable to obtain sufficient funds at
reasonable rates from private lenders either independently or under section 219-7 or
219-8. Loans made under this section shall be authorized only if loans cannot be
obtained from the relevant farm credit lender and two other private lenders.

(b) Loans made under this section shall be limited by section 219-6.

(c) Loans made under this section shall bear simple interest on the unpaid
principal balance, charged on the actual amount disbursed. The interest rate for class
““A’’, class ‘“‘B’’, and class ‘‘C’’ loans shall be set by rule, pursuant to chapter 91.”
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SECTION 2. Section 219-5, Hawaii Revised Statutes, is amended to read as

follows:

¢¢§219-5 Rules [and regulations]. The department of agricﬁlture shall have
the necessary powers to carry out the purposes of this chapter, including the

following;:
(1)
)
3)

4

©)

Q)

M
®)
®

(10)
(11
[(AD]
[(12)]

Prescribe the qualifications for eligibility of applicants for loans.
Establish preferences and priorities in determining eligibility for loans
and loan repayment requirements.

Establish the conditions, consistent with the purpose of this chapter, for

the granting or for the continuance of a grant of a loan.

Provide for inspection at reasonable hours of the plant facilities, books,

and records of an enterprise [which] that has applied for or has been

granted a loan and require the submission of progress and final reports.

To make loans for aquacultural products development, such as financ-

ing of plant construction, conversion, expansion, the acquisition of land

for expansion, the acquisition of equipment, machinery, supplies, or
materials or for the supplying of working capital, consistent with

section 219-6.

To authorize the department to secure loans by duly recorded first

mortgages upon the following property within the State:

A) Fee simple farm land;

(B) Leaseholds of farm land where the lease has an unexpired term at
least two years longer than the term of the loan;

(C) Aquaculture products;

(D) Other chattels;

(E) A second mortgage when any prior mortgage does not contain
provisions {which] that might jeopardize the security position of
the department or the borrower’s ability to repay; and

(F) Written agreements, such as [an assignment] assignments of in-
come.

To administer the Hawaii aquaculture loan revolving fund and to

deposit into the fund all moneys received on account of principal.

To include in its budget for subsequent fiscal periods amounts neces-

sary to effectuate the purposes of this chapter.

Insure loans made to qualified aquaculturalists by private lenders under

sections 219-7 and 219-8; provided that at no time shall the aggregate

amount of the State’s liability, contingent or otherwise, on [such] these
loans exceed $1,000,000.

Participate in loans made to qualified aquaculturalists by private

lenders under section 219-8.

Make direct loans to qualified aquaculturists as provided under section

219- .

(12) Establish interest rates chargeable by the State for direct loans and

by private lenders for insured and participation loans.

(13) Maintain a proper reserve in the aquaculture loan revolving fund to

guarantee payment of loans insured under sections 219-7 and 219-8.”’

SECTION 3. Statutory material to be repealed is bracketed. New statutory
material is underscored.’

SECTION 4. This Act shall take effect upon its approval.
(Approved May 25, 1995.)
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Note
1. Edited pursuant to HRS §23G-16.5.

ACT 77 H.B. NO. 1842

A Bill for an Act Relating to Agricultural Loans.

Be It Enacted by the Legislature of the State of Hawaii:
SECTION 1. Section 155-15, Hawaii Revised Statutes, is repealed.
SECTION 2. Statutory material to be repealed is bracketed.!

SECTION 3. This Act shall take effect upon its approval.
(Approved May 25, 1995.)

Note
1. Edited pursuant to HRS §23G-16.5.

ACT 78 H.B. NO. 1844

A Bill for an Act Relating to Agricultural Loans.

Be It Enacted by the Legislature of the State of Hawaii:

SECTION 1. Section 155-13, Hawaii Revised Statutes, is amended by
amending subsection (d) to read as follows:

*‘(d) For loans in class ‘‘C’’ which are made to plant and cultivate land used
for crops requiring eighteen months or more before first maturing, the department of
agriculture may defer the first payment of principal and interest until the crop first
matures[, not to exceed a period of five years.]; provided that:

(1) The chairperson shall determine the commencement date for payment
of the first installment. The chairperson may defer the initial payment
on the principal of a loan, not to exceed five years from the date of
issuance of the loan; and

(2) The chairperson may defer the interest on the principal of a loan, not to
exceed two years from the date of issuance of the loan.

For purposes of this subsection, ‘‘chairperson’’ means the chairperson of the

board of agriculture.’’

SECTION 2. Statutory material to be repealed is bracketed. New statutory
material is underscored.

SECTION 3. This Act shall take effect upon its approval.
(Approved May 25, 1995.)
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ACT 79 H.B. NO. 1846

A Bill for an Act Relating to Agriculture.
Be It Enacted by the Legislature of the State of Hawaii:

SECTION 1. Section 155-5, Hawaii Revised Statutes, is amended by amend-
ing subsection (e) to read as follows:

*‘(e) In return for the department’s guaranty, the lender shall remit [out of
interest collected an] a one-time insurance fee of [one-half of one] two per cent [a
year on the unpaid principal balance] on the principal amount of the insured portion
of the loan, [provided that this fee shall not be added to any amount which the
borrower is obligated to pay.] at the time the loan is booked, except for the
following:

(1) Onloans of $75,000 or less with a maturity exceeding twelve months, a

reduced fee of one per cent; and

{2) On all guaranteed loans with a maturity of twelve months or less, a

reduced fee of one per cent;

shall be paid.
This fee may be paid by the borrower as a cost for the loan.”’

SECTION 2. Section 219-7, Hawaii Revised Statutes, is amended to read as
follows:

€¢§219-7 Loans insured by the department.

(1) The department of agriculture may insure up to ninety per cent of the
principal balance of a loan, plus interest due thereon, made to a
qualified aquaculturalist by a private lender who is unable otherwise to
lend the applicant sufficient funds at reasonable rates[.];

(2) Loans insured under this section shall be limited by the provisions of
section 219-6[.];

(3) Interest charged on an insured loan made under the provisions of this
section shall be determined by the board[.];

(4) When the application for an insured loan has been approved by the
department, the department shall issue to the lender a guaranty for that
percentage of the loan on which it insures payment of principal and
interest. The lender shall collect all payments from the borrower and
otherwise service the loan[.];

(5) In return for the department’s guaranty, the lender shall remit [out of
interest collected an] a one-time insurance fee of [one-half of one] two
per cent [a year on the unpaid principal balance] on the principal
amount of the insured portion of the loan, [provided that this fee shall
not be added to any amount which the borrower is obligated to pay.] at
the time the loan is booked, except that:

(A) On loans of $75,000 or less with a maturity exceeding twelve
months, a reduced fee of one per cent; and

(B) On all guaranteed loans with a maturity of twelve months or less,
a reduced fee of one per cent;

shall be paid.,

This fee may be paid by the borrower as a cost for the loan;

(6) When any installment of principal and interest has been due for sixty
days and has not been paid by the borrower, the department shall issue,
on request of the lender, a check for the percentage of the overdue
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payment guaranteed, thereby acquiring a division of interest in the
collateral pledged by the borrower in proportion to the amount of the
payment. The department shall be reimbursed for any amounts so paid
plus the applicable interest rate, where payment is collected from the
borrower].];

Under conditions specified in [regulations] rules of the department, the
lender may request that a portion or all of the guaranteed percentage of
the principal balance of the loan be converted to a participating share
held by the department subject to section 219-7[.];

Should the lender deem that foreclosure proceedings are necessary to
collect moneys due from the borrower, it shall so notify the department.
Within thirty days of the notification, the department may [elect to]
request an assignment of the loan on payment in full to the lender of the
principal balance and interest due. Foreclosure proceedings shall be
held in abeyance in the interim[.]; and

The lender may reduce the percentage of the principal balance insured
under this section at any time.”’

SECTION 3. Statutory material to be repealed is bracketed. New statutory
material is underscored.

SECTION 4. This Act shall take effect upon its approval.
(Approved May 25, 1995.)

ACT 80 H.B. NO. 1847

A Bill for an Act Relating to Agriculture.

Be It Enacted by the Legislature of the State of Hawaii:

120

SECTION 1. Section 141-1, Hawaii Revised Statutes, is amended to read as
follows:

¢¢§141-1 Duties in general. The department of agriculture shall:

@

2

Information and statistics. Gather, compile, and tabulate, from time to

time, information and statistics concerning:

(A) Entomology and plant pathology. Insects, scales, blights, and
diseases injurious, or liable to become injurious, to trees, plants,
or other vegetation, and the ways and means of exterminating
pests and diseases already in the State and preventing the intro-
duction of those not yet here;

(B) General agriculture. Fruits, fibres, and useful or ornamental
plants and their introduction, development, care, and manufac-
ture or exportation, with a view to introducing, establishing, and
fostering new and valuable plants and industries.

Cooperation with other organizations. Encourage and cooperate with
the agricultural extension service and agricultural experiment station of
the University of Hawaii and all private persons and organizations
doing work of an experimental or educational character coming within
the scope of the subject matter of chapters 141, 142, and 144 to 149A,
and avoid, as far as practicable, duplicating the work of those persons
and organizations;
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Agreements with other organizations. [Upon approval of the governor,
enter] Enter into contracts, cooperative agreements, or other transac-
tions with any person, agency, or [instrumentality of the United States,
a foreign nation, a state, a territory, or a possession, or with any
political subdivision thereof,] organization, public or private, as may be
necessary in the conduct of the department’s business and on such
terms as the department may deem appropriate; provided that the de-
partment shall not obligate any funds of the State, except the funds that
have been appropriated to the department;

Library. Secure copies of the laws of other states, territories, and
countries, and other publications germane to the subject matters of
chapters 141, 142, and 144 to 149A, and make laws and publications
available for public information and consultation;

Buildings and apparatus. Provide buildings, grounds, apparatus, and
appurtenances necessary for the examination, quarantine, inspection,
and fumigation provided for by chapters 141, 142, and 144 to 149A; for
the obtaining, propagation, study, and distribution of beneficial insects,
growths, and antidotes for the eradication of insects, blights, scales, or
diseases injurious to vegetation of value and for the destruction of
injurious vegetation; and for carrying out any other purposes of chap-
ters 141, 142, and 144 to 149A;

Further legislation. Formulate and recommend to the governor and
legislature additional legislation necessary or desirable for carrying out
the purposes of chapters 141, 142, and 144 to 149A;

Annual reports. Publish at the end of each year a report of the expendi-
tures and proceedings of the department and of the results achieved by
the department, together with other matters germane to chapters 141,
142, and 144 to 149A, and which the department may deem proper;
Planning and development. Administer a program of agricultural plan-
ning and development, including the formulation and implementation
of general and special plans, including but not limited to the functional
plan for agriculture; administer the planning, development, and man-
agement of agricultural park projects; review, interpret, and make
recommendations with respect to public policies and actions relating to
agricultural land use; assist in research, evaluation, development, en-
hancement, and expansion of local agricultural industries; and serve as
liaison with other public agencies and private organizations for the
above purposes. In the foregoing, the department of agriculture shall
act to conserve and protect agricultural lands, promote diversified
agriculture, increase agricultural self-sufficiency, and ensure the avail-
ability of agriculturally suitable lands.”

SECTION 2. Statutory material to be repealed is bracketed. New statutory
material is underscored.

SECTION 3. This Act shall take effect upon its approval.
(Approved May 25, 1995.)
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ACT 81 H.B. NO. 1875

A Bill for an Act Relating to Foreign-Trade Zones.
Be It Enacted by the Legislature of the State of Hawaii:

SECTION 1. Section 212-8, Hawaii Revised Statutes, is amended to read as
follows:

¢§212-8 Exemption from taxes. Notwithstanding any law to the contrary,
sales of all products which are categorized as privileged foreign merchandise,
[privileged domestic merchandise,] nonprivileged foreign merchandise,
[nonprivileged] domestic merchandise, or zone-restricted merchandise, and which
are admitted into a [foreign trade] foreign-trade zone, as more specifically set forth
in the Act of Congress, and any rules and regulations promulgated thereunder, made
directly to any common carrier in interstate or foreign commerce, or both, whether
ocean-going or air, for consumption out-of-state by the crew or passengers on the
shipper’s vessels or airplanes, or for use out-of-state by the vessels or airplanes, shall
be exempt from those taxes imposed under chapters 237, 238, 243, 244D, and 245.”’

SECTION 2. Section 212-9, Hawaii Revised Statutes, is amended to read as
follows:

¢§212-9 Special fund. There is established in the state treasury a fund to be
known as the [foreign trade] foreign-trade zones special fund. All fees or other moneys
collected under this chapter shall be deposited in this fund. All moneys in the fund are
hereby appropriated for the purposes of and shall be-expended by the public corpora-
tion for the operation, capital improvement, and maintenance of the zone.”

SECTION 3. Statutory material to be repealed is bracketed. New statutory
material is underscored.

SECTION 4. This Act shall take effect upon its approval.
(Approved May 25, 1995.)

ACT 82 H.B. NO. 1877

A Bill for an Act Relating to Guarantee of Commercial Loans.
Be It Enacted by the Legislature of the State of Hawaii:

SECTION 1. The legislature finds that chapter 211, Hawaii Revised Statutes,
authorizing the director of business, economic development, and tourism to guaran-
tee loans made by private lending institutions to eligible businesses has not been
used since its creation in 1965 and no funds have been made available by legislative

appropriation for the payment of loans in default. The ready availability of loan
guarantees from the federal government has made this state program unnecessary.

SECTION 2. Chapter 211, Hawaii Revised Statutes, is repealed.
SECTION 3. This Act shall take effect upon its approval.

(Approved May 25, 1995.)
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ACT 83 " H.B.NO. 1921

A Bill for an Act Relating to Insurance.

Be It Enacted by the Legislature of the State of Hawaii:

SECTION 1. Under the Omnibus Budget Reconciliation Act (‘°‘OBRA’*) of
1993, states are mandated to adopt legislation to fully implement certain group
health insurance and medicaid program requirements which impact on states’
insurance laws. It is imperative to act on this legislation as failure to do so will result
in the significant penalty of the withholding of federal medicaid match funding of
the State’s medicaid plan.

The Health Care Financing Administration (HCFA) agrees that the federal
statute is vague, but its position is that states must adopt the language as it is written
and that any deviation or alteration from the federal code is seen as an ‘‘interpreta-
tion’” of federal law. HCFA has advised that the courts are the appropriate forum for
interpretation of the law. States must adopt laws dealing with adopted children,
prohibiting insurers from taking medicaid eligibility into account when providing
coverage, and several provisions relating to coverage of dependents involved in
child support situations. Although there are areas of the federal law which might
conflict with existing state law, HCFA has advised that state laws in conflict are pre-
empted.

The purpose of this Act is to add a new chapter to the Hawaii Revised
Statutes to fully implement the OBRA of 1993 requirements as mandated by federal
law.

SECTION 2. The Hawaii Revised Statutes is amended by adding a new
chapter to be appropriately designated and to read as follows:

“CHAPTER
MEDICAID-RELATED MANDATES

§ -1 Insurers prohibited from taking medicaid status into account.
Any health insurer (including a group health plan, as defined in section 607(1) of the
Employee Retirement Income Security Act of 1974, a health service benefit plan, a
mutual benefit society, a fraternal benefit society and a health maintenance organiza-
tion) is prohibited, in enrolling an individual or in making any payments for benefits
to the individual or on the individual’s behalf, from taking into account that the
individual is eligible for or is provided medical assistance under 42 U.S.C. section
1396a (Section 1902 of the Social Security Act) herein referred to as medicaid, for
this State, or any other state.

§ -2 State’s right to third party payments. To the extent that payment
has been made under the state plan for medical assistance in any case where a third
party has a legal liability to make payment for such assistance, the State has in effect
laws under which, to the extent that payment has been made under the state plan for
medical assistance for health care items or services furnished to an individual, the
State is considered to have acquired the rights of such individual to payment by any
other party for such health care items or services.

§ -3 Coverage of children. (2) No insurer shall deny enrollment of a child

under the health plan of the child’s parent for the following grounds:
(1) The child was born out of wedlock;
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(2) The child is not claimed as a dependent on the parent’s federal tax
return; or

(3) The child does not reside with the parent or in the insurer’s service area.

(b) Where a child has health coverage through an insurer of a noncustodial
parent the insurer shall:

(1) Provide such information to the custodial parent as may be necessary

for the child to obtain benefits through that coverage;

(2) Permit the custodial parent (or the provider, with the custodial parent’s
approval) to submit claims for covered services without the approval of
the noncustodial parent; and

(3) Make payments on claims submitted in accordance with paragraph (2)
directly to the custodial parent, the provider, or the state medicaid
agency. :

(c) Where a parent is required by a court or administrative order to provide
health coverage for a child, and the parent is eligible for family health coverage, the
insurer shall be required: ,

(1) To permit the parent to enroll, under the family coverage, a child who is
otherwise eligible for the coverage without regard to any enrollment
season restrictions;

(2) If the parent is enrolled but fails to make application to obtain coverage
for the child, to enroll the child under family coverage upon application
of the child’s other parent, the state agency administering the medicaid
program, or the state agency administering the child support enforce-
ment program; and

(3) Notto disenroll (or eliminate coverage of) the child unless the insurer is
provided satisfactory written evidence that:

(A) The court or administrative order is no longer in effect; or

(B) The child is or will be enrolled in comparable health coverage
through another insurer which will take effect not later than the
effective date of disenrollment.

(d) An insurer may not impose requirements on a state agency, which has
been assigned the rights of an individual eligible for medical assistance under
medicaid and covered for health benefits from the insurer, that are different from
requirements applicable to an agent or assignee of any other individual so covered.

§ -4 Employer obligations. Where a parent is required by a court or
administrative order to provide health coverage, which is available through an
employer doing business in this State, the employer is required:

(1) To permit the parent to enroll under family coverage any child who is
otherwise eligible for coverage without regard to any enrollment season
restrictions;

(2) If the parent is enrolled but fails to make application to obtain coverage
of the child, to enroll the child under family coverage upon application
by the child’s other parent, by the state agency administering the
medicaid program, or by the state agency administering the child
support enforcement program;

(3) Not to disenroll (or eliminate coverage of) any such child unless the
employer is provided satisfactory written evidence that:

(A) The court or administrative order is no longer in effect;

(B) The child is or will be enrolled in comparable coverage which
will take effect no later than the effective date of disenrollment;
or

(C) The employer has eliminated family health coverage for all of its
employees.

124



ACT 84

(4) To withhold from the employee’s compensation the employee’s share
(if any) of premiums for health coverage and to pay this amount to the
insurer.

§ -5 Recoupment of amounts spent on child medical care. The depart-
ment of the attorney general may garnish the wages, salary, or other employment
income of, and withhold amounts from state tax refunds to, any person who:

(1) Is required by court or administrative order to provide coverage of the
cost of health services to a child eligible for medical assistance under
medicaid; and

(2) Has received payment from a third party for the costs of such services
but has not used the payments to reimburse either the other parent or
guardian of the child or the provider of the services,

to the extent necessary to reimburse the department of human services for its costs,
but claims for current and past due child support shall take priority over these claims.

§ -6 Requirements for coverage of an adopted child. (a) In any case in
which a group health plan provides coverage for dependent children of participants
or beneficiaries, the plan shall provide benefits to dependent children placed with
participants or beneficiaries for adoption under the same terms and conditions as
apply to the natural, dependent children of the participants and beneficiaries,
irrespective of whether the adoption has become final.

(b) A group health plan may not restrict coverage under the plan of any
dependent child adopted by a participant or beneficiary, or placed with a participant
or beneficiary for adoption, solely on the basis of a preexisting condition of the child
at the time that the child would otherwise become eligible for coverage under the
plan, if the adoption or placement for adoption occurs while the participant or
beneficiary is eligible for coverage under the plan.

(c) As used in this section:

“Child’’ means, in connection with any adoption, or placement for adoption,
of the child, an individual who has not attained the age of eighteen as of the date of
such adoption or placement for adoption.

‘‘Placement for adoption’’ means the assumption and retention by a person
of a legal obligation for total or partial support of a child in anticipation of the
adoption of the child. The child’s placement with a person terminates upon the
termination of such legal obligation.”’

SECTION 3. This Act shall take effect upon its approval.
(Approved May 25, 1995.)

ACT 84 H.B. NO. 1991

A Bill for an Act Relating to the Statewide Council on Independent Living.
Be It Enacted by the Legislature of the State of Hawaii:

SECTION 1. Section 348-9, Hawaii Revised Statutes, is amended by amend-
ing subsection (a) to read as follows:

“‘(a) There is established [within the department of human services] a
statewide council on independent living[.], which shall be a temporary agency
created for the special purpose of meeting the requirements of the 1992 Amend-
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ments and the 1993 Technical Amendments to the Federal Rehabilitation Act of
1973 and which shall not be placed within a principal department. The council shall
consist of nineteen members appointed by the governor as provided in section 26-34
and without regard to section 78-4. The members shall include:
(1) At least one director of a center for independent living chosen by the
directors of centers [[]for[]] independent living;
(2) [An employee of the department] A representative of the designated
state unit as an ex officio nonvoting member; and
(3) [Members] Representatives of other state agencies that provide services
for individuals with disabilities as ex officio nonvoting members.
The council may also include:
(1) Additional representatives from centers for independent living;
(2) Parents and guardians of individuals with disabilities;
(3) Advocates of and for individuals with disabilities;
(4)- Representatives from private business;
(5) Representatives from organizations that provide services; and
(6) Other appropriate individuals;
provided that the council shall include at least one member from each county; and
provided further that a majority of the council shall be individuals with disabilities
who are not employed by any state agency or center for independent living. The
council shall elect a chairperson from [the] its membership. [Each] Notwithstanding
section 26-34, each member shall serve a term of three years and may not serve more
than two consecutive full terms.””

SECTION 2. Statutory material to be repealed is bracketed. New statutory
material is underscored.

SECTION 3. This Act shall take effect on July 1, 1995; provided that on June
30, 1998, this Act shall be repealed and section 348-9(a), Hawaii Revised Statutes, is
reenacted in the form in which it read on the day before the approval of this Act.

(Approved May 25, 1995.)

ACT 85 H.B. NO. 2034

A Bill for an Act Relating to the Taxation of Financial Institutions.

Be It Enacted by the Legislature of the State of Hawaii:

SECTION 1. Section 241-4, Hawaii Revised Statutes, is amended by amend-
ing subsection (b) to read as follows:

“‘(b) The ‘‘entire net income from all sources’’ shall be determined in the
same manner as the ‘‘taxable income’’ of a corporation, as provided by chapter 235,
with the following changes and adjustments:

(1) There is included in gross income interest received upon the obligations
of the United States or its possessions, or upon securities issued under
the authority of an act of Congress, or upon state, territorial, municipal,
county, or other bonds or securities whether or not the income from
such obligations, bonds, or securities, is tax free. Section 235-7(a)(1),
(5), and (6) does not apply.
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In lieu of section 235-4, it is provided that there shall be excluded the
gross income from property owned, trade or business carried on, and
other sources outside the State.

Sections 235-5 and 235-21 to 235-39 do not apply. The income ex-
cluded pursuant to paragraph (2) shall be determined by an allocation
and separate accounting. Losses from property owned outside the State
and from other sources outside the State shall not be deducted. Re-
serves shall be allocated to the State by an application of a fraction, the
numerator of which consists of the gross income included in determin-
ing the ‘‘entire net income from all sources’” pursuant to this chapter
and the denominator of which consists in the gross income similarly
ascertained but without regard to whether from sources within or
without the State.

(2) Deductions connected with income which by this chapter [is] are
required to be included in the computation of net income shall be
allowed, but deductions connected with income which by this chapter
[is] are not to be included in the computation of net income shall not be
allowed. Section 235-7(e)(1) does not apply.

(3) Debts ascertained to be worthless and charged off on the books of
the taxpayer within the income year may be deducted, or in the
discretion of the department of taxation may be treated as a reasonable
addition to a reserve for bad debts; provided that when satisfied that a
debt is recoverable only in part, the department may allow the debt to
be charged off in part.

(4) In the case of any life insurance company (as defined by the Internal
Revenue Code), which is determined to be a financial corporation as
defined by this chapter, sections 801, 811, and 812 of the Internal
Revenue Code do not apply. The total of the deductions allowed by
sections 807 and 810 of the Internal Revenue Code shall not exceed the
amount of the required interest, as defined by section 807 of the
Internal Revenue Code.

(5) Section 582 (with respect to bonds, etc., losses and gains of
financial institutions) of the Internal Revenue Code shall be operative
for the purposes of this chapter.”’

SECTION 2. The amendments made by this Act shall apply to the entire net

income received for the calendar year preceding January 1, 1997, and for the
calendar years thereafter. In the case of a taxpayer operating on a fiscal year basis,
the amendments made by this Act shall apply to the entire net income received for
the fiscal year in which January 1, 1997, occurs and for fiscal years thereafter.

SECTION 3. Statutory material to be repealed is bracketed. New statutory

material is underscored.

SECTION 4. This Act shall take effect on January 1, 1997.
(Approved May 25, 1995.)
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ACT 86 H.B. NO. 252

A Bill for an Act Relating to Small Boat Harbors.
Be It Enacted by the Legislature of the State of Hawaii:

SECTION 1. Chapter 200, Hawaii Revised Statutes, is amended by adding a
new section to part I to be appropriately designated and to read as follows:

““§200-  Designated slip for coast guard auxiliary. (a) The department
may designate one boat slip, that is not contiguous to the United States Coast Guard,
in each harbor to be dedicated to a Coast Guard auxiliary vessel and designated as an
auxiliary operational facility. The slip shall be occupied by a Coast Guard auxiliary
vessel that shall be equipped and operated to answer emergency search and rescue
calls. The Coast Guard shall pay the regular slip rate.

(b) The department may adopt rules pursuant to chapter 91 in consultation
with the United States Coast Guard to implement this section.”’

SECTION 2. Section 200-9, Hawaii Revised Statutes, is amended to read as
follows:

““f[18200-9[1] Purpose and use of state small boat harbors. (a) State
small boat harbors are constructed, maintained, and operated for the purposes of:

(1) Recreational boating activities;

(2) Landing of fish; and

(3) Commercial vessel activities.

For the purpose of this section, ‘‘recreational boating activities’” means the utiliza-
tion of watercraft for sports, hobbies, or pleasure, and ‘‘commercial vessel activi-
ties’” means the utilization of vessels for activities or services provided on a fee
basis. To implement these purposes, only vessels in good material and operating
condition that are regularly navigated beyond the confines of the small boat harbor,
and which are used for recreational activities, the landing of fish, or commercial
vessel activities shall be permitted to moor, anchor, or berth at such harbor or use
any of its facilities.

(b) Vessels used for purposes of recreational boating activities which are also
the principal habitation of the owners shall occupy no more than one hundred
twenty-nine berths at Ala Wai boat harbor and thirty-five berths at Keehi boat
harbor, which is equal to fifteen per cent of the respective total moorage space that
was available as of July 1, 1976, at the Ala Wai and Keehi boat harbors. Notwith-
standing the purposes of small boat harbors, moorage for commercial vessels and
commercial vessel activities is not permitted in the Ala Wai and Keehi boat harbors;
provided that commercial catamarans, for which valid permits or registration certifi-
cates have been issued by the department which allow the catamarans to operate
upon Waikiki shore waters for hire, may be permitted to moor in Ala Wai boat
harbor at facilities leased for commercial purposes.

(c) Vessels engaging in inter-island ferry service between the islands of Maui
and Molokai shall be afforded preferential consideration for ferry landings at
Lahaina small boat harbor; provided that:

(1) The vessel operator has been issued a certificate of public conveyance

and necessity for this purpose;

(2) The design and performance characteristics of the vessel will permit

safe navigation within the Lahaina harbor entrance channel and safe
docking along the north face of the Lahaina pier; and

128



ACT 87

(3) The vessel operations will not result in unreasonable interference with
the use of Lahaina small boat harbor by other vessels.
(d) The chairperson may adopt rules pursuant to chapter 91 to further
implement this section.”’

SECTION 3. Statutory material to be repealed is bracketed. New statutory
material is underscored.’

SECTION 4. This Act shall take effect upon its approval.
(Approved June 7, 1995.)

Note
1. Edited pursuant to HRS §23G-16.5.

ACT 87 H.B. NO. 895

A Bill for an Act Relating to Long-Term Care.
Be It Enacted by the Legislature of the State of Hawaii:

SECTION 1. The legislature finds that due to Hawaii’s healthful environ-
ment, people live longer here than in any other state. The elderly population is
increasing at a rate of two and a half times the national average.

Many elderly persons experience the frailties associated with age and require
specialized facilities and services. However, there has been a critical shortage of
nursing home beds in Hawaii for more than a decade, and there is no indication that
this situation will improve in the near future because of factors that include the fiscal
constraints under which Medicaid is operating and the high cost of construction in
Hawaii. '

In many cases assisted living facilities can accommodate many individuals
who would otherwise be placed in nursing homes. This is a relatively new concept
based upon a social model for caring for people who have lost some of their ability to
function. Assisted living combines housing, health care services, and personalized
supportive services that respond to individual needs.

In assisted living facilities, care plans are developed and implemented based
upon the individual’s need and choice. The resident, the resident’s family, friends,
and the support system are all involved in the care planning process. In this way,
choice, responsibility, independence, privacy, dignity, and individuality are pro-
moted.

Assisted living stands in contrast to nursing home care and hospital care,
where strictly regulated services must be provided even if not needed and in many
cases are provided without regard for the wishes of the recipient. In addition to being
more humane than nursing home care and hospital care, assisted living is typically
far less costly as well.

In 1994, the legislature directed a task force with broad representation to be
convened to explore the concept of assisted living and to make recommendations.
This task force recently recommended the establishment of rules to ensure an
acceptable level of quality in assisted living facilities. However, the legislature
would like to emphasize that these rules should not be so stringent that they stifle or
hinder the development of these facilities that are of acceptable quality.

The purpose of this Act is to authorize the department of health to establish
rules for assisted living facilities.
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SECTION 2. Section 321-11, Hawaii Revised Statutes, is amended to read as

follows:

¢¢§321-11 Subjects of health [regulations,] rules, generally. The depart-
ment of health pursuant to chapter 91 may adopt rules as it deems necessary for the
public health and safety respecting:

¢y

(2)
3

4
()
(6)
O

(8
®

(10

€3

(12)
13)

(14)
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Nuisances, foul or noxious odors, gases, vapors, waters in which
mosquitoes breed or may breed, sources of filth, and causes of sickness
or disease, within the respective districts of the State, and on board any
vessel;

Adulteration and misbranding of food or drugs;

Location, air space, ventilation, sanitation, drainage, sewage disposal,
and other health conditions of buildings, courts, construction projects,
excavations, pools, watercourses, areas, and alleys; -

Privy vaults and cesspools;

Fish and fishing;

Interments and dead bodies;

Disinterments of dead human bodies, including the exposing, disturb-
ing, or removing of [such] these bodies from their place of burial, or the
opening, removing, or disturbing after due interment of any receptacle,
coffin, or container holding human remains or a dead human body or a
part thereof and the issuance and terms of permits for the aforesaid
disinterments of dead human bodies;

Cemeteries and burying grounds;

Laundries, and the laundering, sanitation, and sterilization of articles
including linen and uniforms used by or in the following businesses and
professions: barber shops, manicure shops, beauty parlors, electrology
shops, restaurants, soda fountains, hotels, rooming and boarding
houses, bakeries, butcher shops, public bathhouses, midwives, mas-
seurs, and others in similar calling, public or private hospitals, and
canneries and bottling works where foods or beverages are canned or
bottled for public consumption or sale; provided that nothing in this
chapter shall be construed as authorizing the prohibiting of [such]
laundering, sanitation, and sterilization by those conducting any of
[such] these businesses or professions where the laundering or steriliza-
tion is done in an efficient and sanitary manner;

Hospitals, freestanding surgical outpatient facilities, skilled nursing
facilities, intermediate care facilities, adult residential care homes,
adult foster homes, assisted living facilities, special treatment facilities
and programs, home health agencies, hospices, freestanding birthing
facilities, adult day health centers, independent group residences, but
excluding youth shelter facilities unless clinical treatment of mental,
emotional, or physical disease or handicap is a part of the routine
program or constitutes the main purpose of the facility, as defined in
section 346-16 under ‘‘child care institution’’. For the purpose of this
paragraph, ‘‘adult foster home’’ has the same meaning as provided in
section 321-11.2;

Hotels, rooming houses, lodging houses, apartment houses, tenements,
and residences for persons with developmental disabilities including,
but not limited to, those built under federal funding;

Laboratories;

Any place or building where noisome or noxious trades or manufactur-
ers are carried on, or intended to be carried on;

Milk;
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Poisons and hazardous substances, the latter term including, but not
limited to, any substance or mixture of substances which (A) is corro-
sive, (B) is an irritant, (C) is a strong sensitizer, (D) is inflammable, or
(E) generates pressure through decomposition, heat, or other means, if
[such] the substance or mixture of substances may cause substantial
personal injury or substantial illness during or as a proximate result of
any customary or reasonably foreseeable handling or use, including
reasonably foreseeable ingestion by children;

Pig and duck ranches;

Places of business, industry, employment, commerce, and processes,
materials, tools, machinery, and methods of work done therein, and
places of public gathering, recreation, or entertainment;

Any restaurant, theater, market, stand, shop, store, factory, building,
wagon, vehicle, or place where any food, drug, or cosmetic is manufac-
tured, compounded, processed, extracted, prepared, stored, distributed,
sold, offered for sale, or offered for human consumption or use;
Foods, drugs, and cosmetics, and the manufacture, compounding, pro-
cessing, extracting, preparing, storing, selling, and offering for sale or
for consumption or use of any food, drug, or cosmetic;

Devices as defined in section 328-1;

Sources of ionizing radiation;

Medical examination, vaccination, revaccination, and immunization of
school children. No child shall be subjected to [such] medical examina-
tion, vaccination, revaccination, or immunization, whose parent or
guardian [shall] objects in writing [object] thereto on grounds that
[such] the requirements are not in accordance with the religious tenets
of an established church of which [he] the parent or guardian is a
member or adherent, but no [such] objection shall be recognized when,
in the opinion of the department, there is danger of an epidemic from
any communicable disease;

Disinsectization of aircraft entering or within the State as may be
necessary to prevent the introduction, transmission, or spread of disease
or the introduction or spread of any insect or other vector of signifi-
cance to health;

Fumigation. The process by which substances emit or liberate gases,
fumes, or vapors which may be used for the destruction or control of
insects, vermin, rodents, or other pests, which, in the opinion of the
department, may be lethal, poisonous, noxious, or dangerous to human
life;

Ambulances and ambulance equipment; and

Development, review, approval, or disapproval of management plans
submitted pursuant to the Asbestos Hazard Emergency Response Act
of 1986, Public Law 99-519.

The department may require [such] any certificates, permits, or licenses [as]
that it may deem necessary to adequately regulate the conditions or businesses
referred to in this section.”’

SECTION 3. Section 321-15.1, Hawaii Revised Statutes, is amended by
adding a new definition to be appropriately inserted and to read as follows:

““““Assisted living facility’’ means a combination of housing, health care

services, and personalized supportive services designed to respond to individual

needs, to promote choice, responsibility, independence, privacy, dignity, and indi-

viduality.”
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SECTION 4. Statutory material to be repealed is bracketed. New statutory
material is underscored.

SECTION 5. This Act shall take effect upon its approval.
(Approved June 7, 1995.)

ACT 88 H.B. NO. 1557

A Bill for an Act Relating to Nursing.
Be It Enacted by the Legislature of the State of Hawaii:

SECTION 1. Section 457-5, Hawaii Revised Statutes, is amended by amend-
ing subsection (a) to read as follows:

“‘(a) In addition to any other powers and duties authorized by law, the board

may:

(1) Adopt, amend, or repeal rules, pursuant to chapter 91, not inconsistent
with the law, as may be necessary to enable it to carry into effect this
chapter[;], including the definition of the scope of practice of nursing
and the delegation of nursing tasks based upon professional nursing
standards;

(2) Prescribe standards for preparing persons for licensure under this
chapter;

(3) Provide for surveys of educational programs as it may deem necessary;

(4) Accredit educational programs as meet the requirements of this chapter
and the rules of the board;

(5) Deny or withdraw accreditation from educational programs for failure
to meet prescribed standards;

(6) Examine, license, and renew the licenses of qualified applicants;

(7) Conduct hearings upon charges calling for discipline of a licensee or,
denial, suspension, or revocation of a license;

(8) Exercise the power to issue subpoenas, compel the attendance of

: witnesses, and administer oaths to persons giving testimony at hear-
ings;

(9) Cause the prosecution of all persons violating this chapter and [to]
incur necessary expenses therefor; and

(10) Keep a record of all its proceedings.”’

SECTION 2. Section 457-7, Hawaii Revised Statutes, is amended by amend-
ing subsection (d) to read as follows:

“‘(d) Any person who holds a license to practice nursing as a registered nurse
in this State shall [have the right to] use the title ‘‘Registered Nurse”’ and the
abbreviation ‘‘R.N.”” No other person shall assume the title or use the abbreviation
or any other words, letters, signs, or devices to indicate that the person using the
same is a registered nurse.”’

SECTION 3. Section 457-8, Hawaii Revised Statutes, is amended by amend-
ing subsection (d) to read as follows ,
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‘‘(d) Any person who holds a license to practice nursing as a licensed
practical nurse in this State shall [have the right to] use the title ‘‘Licensed Practical
Nurse’’ and the abbreviation ‘‘L.P.N.”” No other person shall assume the title or use
the abbreviation or any other words, letters, signs, or devices to indicate that the
person using the same is a licensed practical nurse.”’

SECTION 4. Section 457-8.5, Hawaii Revised Statutes, is amended to read
as follows:

““[[18457-8.5[ 1] Advanced practice registered nurse; qualifications; rec-
ognition; endorsement; fees. (a) The board shall grant recognition as an advanced
practice registered nurse provided the nurse has:

(1) A current, unencumbered license as a registered nurse in this State;

(2) An unencumbered license as a registered nurse in all other states in

which the nurse is licensed; and

(3) A master’s degree in nursing as specified in rules adopted by the board

or a current certification for specialized and advanced nursing practice
from a national certifying body recognized by the board; and

(4) Paid appropriate fees.

(b) Any person who has been recognized by the board as an advanced
practice registered nurse shall use the title ‘‘Advanced Practice Registered Nurse’’
and the abbreviation ‘‘A.P.R.N.”’, or specialty title and abbreviation in accordance
with rules adopted by the board. No other person shall assume the title or use the
abbreviation or any other words, letter, sign, or device to indicate that the person
using the same is an advanced practice registered nurse.’’

SECTION 5. Statutory material to be repealed is bracketed. New statutory
material is underscored.

SECTION 6. This Act shall take effect upon its approval.
(Approved June 7, 1995.)

ACT 89 H.B. NO. 1838

A Bill for an Act Relating to Poultry Inspection.
Be It Enacted by the Legislature of the State of Hawaii:

SECTION 1. Section 161-3, Hawaii Revised Statutes, is amended by amend-
ing the definition of ‘‘processed’” to read as follows:

“[““Processed’’] ‘‘Prepared’’ or ‘‘processed’” [means] includes, but is not
limited to, slaughtered, canned, boned, salted, stuffed, rendered, cut up, or otherwise
manufactured [or prepared.].”’

SECTION 2. Section 161-7, Hawaii Revised Statutes, is amended to read as
follows:

““[[18161-7[]1] General powers. The department [of agriculture], through its

board [shall regulate,], may:
(1) Regulate, supervise, inspect, and control the [manufacture, processing,]
slaughtering[,] of poultry and the manufacture, processing, transporta-
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[(2)]
[3)]
[(4)]

[(5)]

[(6)]
(M

tion, packaging, labeling, and disposal of poultry or poultry products
involved in intrastate commerce[. The board may make,]; and
Adopt, amend, and repeal rules [and regulations] as are necessary to
implement [the intent and purpose of] this chapter, subject to chapter
91, [governing] on the following matters:

(M1 @A)

e B B

. The issuance of licenses, including the class [or classes] of

licenses to be issued;

The type of equipment or facilities [which] that may be used in
poultry slaughtering and poultry processing operations;

The internal operations of poultry slaughterhouses and [of] poul-
try processing establishments;

[Inspection] The procedures for ante-mortem and post-mortem
inspections and the reinspection of poultry or poultry products
used in processing, and [in] the disposal of diseased carcasses
and parts of carcasses and poultry or poultry products found
unwholesome or otherwise unfit for human consumption;

The hours of slaughtering and processing, and the conditions
under which slaughtering and processing may be conducted at
other than scheduled times;

The labeling and packaging of poultry or poultry products;

. [Storing,] The storing, handling, and transportation of poultry or

poultry products;
The sanitary conditions of all establishments where poultry is
slaughtered or poultry products are processed or prepared; and
[Such] Any other [matters] matter as may be necessary [to imple-
ment] or desirable to effectuate the purposes of this chapter.
Notwithstanding the foregoing provisions, the board, without
regard to the notice and public hearing requirements of chapter
91, may adopt all federal poultry inspection regulations, includ-
ing changes made from time to time by the United States Secre-
tary of Agriculture, as rules for the efficient administration of this
chapter. Prior to the effective date of any such rules, the depart-
ment shall publish in a newspaper of general circulation a notice
that includes: ‘

(i) Either a statement of the substance of the proposed rule
adoption, amendment, or repeal; or a general description of
the subjects involved and the purposes to be achieved by the
proposed rule adoption, amendment, or repeal; and

(il) - A statement that a copy of the proposed rule to be adopted,
the proposed rule amendment, or the rule proposed to be
repealed will be mailed to any interested person who re-
quests a copy, together with a description of where and how
the requests may be made.

The notice shall be mailed to all persons who have made a timely

written request of the department for advance notice of these

rules or of the department’s rulemaking proceedings. The depart-
ment may require reimbursement for the cost of preparing and
mailing the copies.”’

SECTION 3. Statutory material to be repealed is bracketed. New statutory
material is underscored.
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SECTION 4. This Act shall take effect upon its approval.
(Approved June 7, 1995.)

ACT 90 H.B. NO. 1839

A Bill for an Act Relating to Meat Inspection.
Be It Enacted by the Legislature of the State of Hawaii:

SECTION 1. Section 159-3, Hawaii Revised Statutes, is amended by adding
a new definition to be appropriately inserted and to read as follows:

““‘‘Reinspection’’ means the re-examination of meat and meat products
previously inspected and the inspection of meat and meat products during process-

ing.

SECTION 2. Section 159-7, Hawaii Revised Statutes, is amended to read as
follows:

‘§159-7 General powers. The department, through its board [is hereby

vested with the following powers:], may:

(1) Regulate, supervise, inspect, and control the [manufacture, processing,]
slaughtering[,] of animals and the manufacture, processing, transporta-
tion, packaging, labeling, and disposal of meat or meat products
involved in intrastate commercel[.];

(2) Adopt, amend, and repeal rules as are necessary to implement this
chapter, subject to chapter 91, on the following matters:

(A) The issuance of licenses, including the class of licenses to be

© issued[.];

(B) The type of equipment or facilities [which] that may be used in
slaughtering and meat processing operations|[.];

(C) The internal operations of slaughterhouses and [of] meat process-
ing establishments[.];

(D) [Inspection] The procedures for ante-mortem and post-mortem
inspections and the reinspection of meat or meat products used in
processing, and the disposal of diseased carcasses and parts of
carcasses and meat or meat products found to be unwholesome or
otherwise unfit for human consumption][.];

(E) The hours of slaughtering[,] and processing, and the conditions
under which slaughtering and processing may be conducted at
other than scheduled times|[.];

(F) The labeling and packaging of meat or meat products[.];

(G) [Storing,] The storing, handling, and transportation of meat or
meat products].];

(H) [Sanitary] The sanitary conditions of all establishments where
[meat or meat products] animals are slaughtered, and where meat
or meat products are processed|,] or prepared[.]; and

(I Any other matter as may be necessary or desirable to [effectuate
the purposes of] implement this chapter. Notwithstanding the
foregoing provisions, the board, without regard to the notice and
public hearing requirements of chapter 91, may adopt all federal
meat inspection regulations, including changes made from time
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to time by the United States Secretary of Agriculture, as rules for

the efficient administration of this chapter. Prior to the effective

date of any such rules, the department shall publish in a newspa-
per of general circulation a notice that includes:

(i) Either a statement of the substance of the proposed rule
adoption, amendment, or repeal; or a general description of
the subjects involved and the purposes to be achieved by the
proposed rule adoption, amendment, or repeal; and

(i) A statement that a copy of the proposed rule to be adopted,
the proposed rule amendment, or the rule proposed to be
repealed will be mailed to any interested person who re-
quests a copy, together with a description of where and how
the requests may be made.

The notice shall be mailed to all persons who have made a timely

written request of the department for advance notice of these

rules or of the department’s rulemaking proceedings. The depart-
ment may require reimbursement for the cost of preparing and
mailing the copies.

(3)  Provide for the inspection and certification of meat derived from exotic
animals when these services are requested by producers of these prod-
ucts, and obtain from users of these services reimbursement for all costs
incurred in the provision of these services.”’

SECTION 3. Statutory material to be repealed is bracketed. New statutory
material is underscored.

SECTION 4. This Act shall take effect upon its approval.
(Approved June 7, 1995.)

ACT 91 H.B. NO. 1878

A Bill for an Act Relating to State Enterprise Zones.
Be It Enacted by the Legislature of the State of Hawaii:

SECTION 1. The legislature finds that several technical changes are neces-
sary to clarify chapter 209E, Hawaii Revised Statutes, ‘‘state enterprise zones,’’ to
simplify the implementation and improve the effectiveness of the program. These
changes include:

(1) Revision of the low-income hiring requirements to allow variation by

family size and to allow updating annually rather than every ten years;

(2) Deletion of references to the public service company tax and the bank

and financial corporation tax;

(3) Simplification of tax credit claims by eliminating the requirement for

certified public accountant (CPA) verification; and

(4) Other changes to update references to federal census data and federal

enterprise zone criteria.

SECTION 2. Section 209E-2, Hawaii Revised Statutes, is amended:

1. By adding a new definition to be appropriately inserted and to read as
follows:
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“““‘Low-income emplovee’’ means a person whose family income during the
twelve months prior to being hired by a qualified business is less than the most
recently published federal Department of Labor lower living standard income levels
for the county in which the person is hired.”’

2. By amending the definitions of ‘‘qualified business’’ and ‘‘taxes due the
state’’ to read as follows:

“““*Qualified business’’ means any corporation, partnership, or sole propri-
etorship authorized to do business in the State which is[:] qualified under section
209E-9 and is:

(1) Subject to the state corporate or individual income tax under chapter

235[, the public service company tax under chapter 239, or the bank
and financial corporation tax under chapter 241];

(2) Engaged in manufacturing, the wholesale sale of tangible personal

property, or a service business or calling; or

(3) Engaged in producing agricultural products where the business is a

producer as defined in section 237-5[; and

(4) Qualified under section 209E-9].

““Taxes due the State’’ means|:

(1) Inthe case of a corporation, partnership, or sole proprietorship,] income

taxes due under chapter 235[;

2) In tPe case of a public service company, tax due under chapter 239;

and

(3) In the case of a financial institution, tax due under chapter 241].”

SECTION 3. Section 209E-4, Hawaii Revised Statutes, is amended by
amending subsection (b) to read as follows:

“‘(b) The governor [shall approve], upon the recommendation of the director,
shall approve the designation of up to six areas in each county as enterprise zones for
a period of twenty years. Any such area shall be located in one United States census
tract or two or more contiguous United States census tracts in accordance with the
[1980] most recent decennial United States Census. [Any area designated as an
enterprise zone after 1990 United States census data becomes available shall be
located in one United States census tract or two or more contiguous United States
census tracts in accordance with the 1990 United States Census.] The census tract or
tracts within which each enterprise zone is located also shall meet at least one of the
following criteria:

(1) Twenty-five per cent or more of the population have incomes below

eighty per cent of the median family income of the county; or

(2) The unemployment rate is 1.5 times the state average.”’

SECTION 4. Section 209E-5, Hawaii Revised Statutes, is amended to read
as follows:

““I[1§209E-5[]] Application review. (a) The department shall review each
application upon receipt and shall secure any additional information that the depart- .
ment deems necessary for the purpose of determining whether the area described in
the application qualifies to be declared an enterprise zone.

(b) The department shall complete review of the application within sixty
days of the last date designated for receipt of an application. After review of the
applications, the department shall recommend to the governor within thirty days
those applications with the greatest potential for accomplishing the purpose of this
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‘ chapter. If an application is denied, the governing body shall be informed of that fact

together with the reasons for the denial.

[(c) If any portion of an area designated as an enterprise zone under this
chapter is included in an area designated as an enterprise zone by an agency of the
federal government, the area designated under this chapter shall be enlarged to
include the area designated by the federal agency.]”’

SECTION 5. Section 209E-9, Hawaii Revised Statutes, is amended by
amending subsections (a), (b), and (c¢) to read as follows:

‘‘(a) Any business firm may be designated a ‘‘qualified business’’ for
purposes of this chapter if the business:

(1) Begins the operation of a trade or business within an enterprise zone;

(2) During each taxable year has at least fifty per cent of its enterprise zone
establishment’s gross receipts attributable to the active conduct of trade
or business within the enterprise zone; and

(3) [Forty] Has forty per cent or more of the average annual number of full-
time employees employed at the business’ establishment or establish-
ments located within the enterprise zone [meet the criteria set forth in
209E-4(b)(1) prior to employment.] who are low-income employees.

(b) A business also may be designated a ‘‘qualified business’” for purposes
of this chapter if the business:

(1) Is actively engaged in the conduct of a trade or business in an area

immediately prior to an area being designated an enterprise zone;

(2) Meets the requirements of subsection (a)(2);

(3) Increases the average number of full-time employees employed at the
business’ establishment or establishments located within the enterprise
zone by at least five per cent over the preceding year’s employment
with not less than forty per cent of the increase being low-income
employees [meeting the criteria of section 209E-4(b)(1) prior to em-
ployment] and during each subsequent taxable year maintains that
higher level of employment; and

(4) Increases by at least five per cent during each taxable year the average
number of full-time low-income employees [meeting the criteria of
section 209E-4(b)(1) until forty per cent or more of the employees
employed at the business’ establishment or establishments within the
enterprise zone meet the foregoing criteria].

(c) After designation as an enterprise zone, each qualified business firm in
the zone shall submit annually to the department a statement requesting one or more
of the tax incentives provided in this chapter. The statement shall be accompanied by
an approved form supplied by the department and completed by an independent
[certified public] accountant [licensed by the State] which states that the business
firm meets the definition of a ‘‘qualified business’’. A copy of the statement
submitted by each business to the department shall be forwarded to the governing
body of the county in which the enterprise zone is located.”

SECTION 6. Section 209E-6, Hawaii Revised Statutes, is repealed.

SECTION 7. Statutory material to be repealed is bracketed.* New statutory
material is underscored.

SECTION 8. This Act shall take effect upon its approval.
(Approved June 7, 1995.)
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Notes

1. So in original.
2. Edited pursuant to HRS §23G-16.5.

ACT 92 H.B. NO. 2038

A Bill for an Act Relating to Criminal Tax Penalties.
Be It Enacted by the Legislature of the State of Hawaii:

SECTION 1. The purpose of this Act is to consolidate the criminal tax
penalties under title 14 by repealing each penalty section throughout title 14 and
setting forth the criminal tax penalties applicable to all state taxes administered by
the department of taxation in chapter 231. The legislature finds that providing a
uniform standard of conduct and burden of proof for the evasion or defeat of a tax,
failure to file a return or supply information, or making false or fraudulent state-
ments will provide appropriate emphasis and support for the criminal enforcement of
the state tax laws, similar to that found on the federal level.

SECTION 2. Chapter 231, Hawaii Revised Statutes, is amended by adding
two new sections to be appropriately designated and to read as follows:

€€8231- Interpretation. Sections 231-34, 231-35, and 231-36 shall be
construed in accordance with judicial interpretations given to similar provisions of
Title 26 of the United States Code; consistent therewith, the term ‘‘wilfully’’ shall
mean a voluntary, intentional violation of a known legal duty.

§231-  Statute of limitation for criminal penalties. Notwithstanding any
laws to the contrary, prosecutions under sections 231-34, 231-35, and 231-36 shall
be commenced within seven years after the commission of the offense.”’

SECTION 3. Chapter 231, Hawaii Revised Statutes, is amended by amend-
ing the subtitle’ for sections 231-34 through 231-39 to read as follows:

“[MISDEMEANORS:] PENALTIES AND INTEREST”’

SECTION 4. Section 231-34, Hawaii Revised Statutes, is amended to read as
follows:

¢¢§231-34 [False returns, etc.; penalty.] Attempt to evade or defeat
tax. Any person who [makes any false or frandulent return or false statement in any
return, with intent to defraud the State or to evade the payment of any tax or any part
thereof, or who in any manner intentionally deceives or attempts to deceive the
department of taxation in relation to any such tax,] wilfully attempts in any manner
to evade or defeat any tax imposed under title 14, or the payment thereof, in addition
to other penalties provided by law, shall be guilty of a class C felony and, upon
conviction thereof, shall be fined not more than [$1,000] $100,000 or imprisoned not
more than [one year,] five years, or both[.]; provided that a corporation shall be fined
not more than $500,000.”

SECTION 5. Section 231-35, Hawaii Revised Statutes, is amended to read as
follows:
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€¢§231-35 [Failure to make return; misdemeanor.] Wilful failure to file
return or supply information. Any person [who by wilful neglect, fraud, act, or
contrivance whatsoever used or practiced, evades or attempts to evade the assess-
ment of the person’s property or of property concerning which the person is required
to make a statement, list, or return for assessment, shall] required to make a return,
make a report, keep any records, or supply any information required under title 14,
who wilfully fails to make the return, make the report, keep the records, or supply
the information, at the time or times required by law, in addition to other penalties
provided by law, shall be [deemed] guilty of a misdemeanor[.] and upon conviction
thereof, shall be fined not more than $25,000 or imprisoned not more than one year,
or both; provided that a corporation shall be fined not more than $100,000.”’

SECTION 6. Section 231-36, Hawaii Revised Statutes, is amended to read as
follows:

¢§231-36 [Abetting, etc., misdemeanor. All persons wilfully aiding, abet-
ting, or assisting in any manner whatsoever any person to commit any act constituted
a misdemeanor by this chapter, shall be deemed guilty of a misdemeanor.] False and
fraudulent statements; aiding and abetting. (a) Any person who wilfully makes
and subscribes any return, statement, or other document required to be made under
title 14, which contains or is verified by a written declaration that is made under the
penalties of perjury, and which the person does not believe to be true and correct as
to every material matter shall be guilty of a class C felony and, upon conviction
thereof, shall be fined not more than $100,000 or imprisoned not more than three
years, or both; provided that a corporation shall be fined not more than $500,000.

(b) Any person who wilfully aids or assists in, or procures, counsels, or
advises the preparation or presentation of any tax return, affidavit, claim, or other
document required to be made under title 14, which is fraudulent or is false as to any
material matter, regardless of whether the falsity or fraud is with the knowledge or
consent of the person authorized or required to present the return, affidavit, claim, or
document shall be guilty of a class C felony and, upon conviction thereof, shall be
fined not more than $100,000 or imprisoned not more than three years, or both;
provided that a corporation shall be fined not more than $500,000.”’

SECTION 7. Section 235-61, Hawaii Revised Statutes, is amended to read as
follows:

¢¢§235-61 Withholding of tax on wages. (a) As used in this section:

(1) *‘Wages’ means wages, commissions, fees, salaries, bonuses, and
every and all other kinds of remuneration for, or compensation attribut-
able to, services performed by an employee for the employee’s em-
ployer, including the cash value of all remuneration paid in any
medium other than cash and the cost-of-living allowances and other
payments included in gross income by section 235-7(b), but excluding
income excluded from gross income by section 235-7 or other provi-
sions of this chapter;

(2) ““Employee’” includes an officer or elected official, or any other
employee;

(3)  ““Employer’’ means (A).the person or government for whom an indi-
vidual performs or performed any service, of whatever nature, as the
employee of such person or government, and (B) the person having
control of the payment of the wages if the employer” as heretofore
defined does not have control thereof, and (C) any person subject to the
jurisdiction of the State and paying wages on behalf of an employer? as
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heretofore defined if the employer is not subject to the jurisdiction of
the State; provided that the term employer® shall not include any gov-
ernment that is not subject to the laws of the State except as, and to the
extent that, it consents to the application of sections 235-61 to 235-67
to it.

(b) Every employer, as defined herein, making payment of wages, as herein
defined, to employees, shall deduct and withhold from such wages an amount of tax
determined as provided in this section.

(c) For each withholding period (whether weekly, biweekly, monthly, or
otherwise) the amount of tax to be withheld under this section shall be at a rate
which, for the taxable year, will yield the tax imposed by section 235-51 upon each
employee’s annual wage, as estimated from the employee’s current wage in any
withholding period. The tax for the taxable year shall be calculated upon the
following assumptions:

(1) That the employee’s annual wage, as estimated from the employee’s
current wage in the withholding period, will be the employee’s sole
income for the taxable year;

(2) That there will be no deductions therefrom in determining adjusted
gross income;

(3) That in determining taxable income there shall be a standard deduction
allowance which shall be an amount equal to one exemption (or more
than one exemption if so prescribed by the director) unless (A) the
taxpayer is married and the taxpayer’s spouse is an employee receiving
wages subject to withholding, or (B) the taxpayer has withholding
exemption certificates in effect with respect to more than one employer.
For the purposes of this section, any standard deduction allowance
under this paragraph shall be treated as if it were denominated a
withholding exemption;

(4) That in determining taxable income there also will be deducted the
amount of exemptions and withholding allowances granted to the
employee in the computation of taxable income, as shown by a certifi-
cate to be filed with the employer as provided by subsection (f); and

(5) If it appears from the certificate filed pursuant to subsection (f) that the
employee, under section 235-93, is entitled to make a joint return, that
the employee and the employee’s spouse will so elect.

(d) Alternatively, at the election of the employer, the employer may deduct
and withhold from each employee an amount of tax determined on the basis of tables
to be prepared and furnished by the department of taxation, which amount of tax
shall be substantially equivalent to the amount of tax provided by subsection (c)
hereof.

(e) The department, by [regulation,] rule, may require the deduction and
withholding of tax from any remuneration or compensation paid for or attributable to
services that are not subject to the general excise tax imposed by chapter 237,
whether or not such withholding is provided for hereinabove. Every person so
required to deduct and withhold tax, or from whom tax is required to be deducted
and withheld, shall be subject to sections 235-61 to 235-67, and every person so
required to deduct and withhold tax shall be deemed an employer for the purposes of
this chapter.

The department, by [regulation,] rule, may exempt any employer from the
requirement of deduction and withholding of taxes, even though [such] the require-
ment is imposed by this section, if and to the extent that the department finds [such]
the requirement unduly onerous or impracticable of enforcement.

(f) On or before the date of the commencement of employment with an
employer, the employee shall furnish the employer with a signed certificate relating
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to the number of exemptions which the employee claims, which shall in no event
exceed the number to which the employee is entitled on the basis of the existing
facts, and also showing whether the employee is married and is, under section
235-93, entitled to make a joint return. The certificate shall be in such form and
contain such information as may be prescribed by the department.

If, on any day during the calendar year, there is a change in the employee’s
marital status and the employee no longer is entitled to make a joint return, or the
number of exemptions to which the employee is entitled is less than the number of
exemptions claimed by the employee on the certificate then in effect with respect to
the employee, the employee shall within ten days thereafter furnish the employer
with a new certificate showing the employee’s present marital status, or relating to
the number of exemptions which the employee then claims, which shall in no event
exceed the number to which the employee is entitled on the basis of the existing
facts. If, on any day during the calendar year, there is a change in the employee’s
marital status and though previously not entitled to make a joint return the employee
now is so entitled, or the number of exemptions to which the employee is entitled is
greater than the number of exemptions claimed, the employee may furnish the
employer with a new certificate showing the employee’s present marital status, or
relating to the number of exemptions which the employee then claims, which shall in
no event exceed the number to which the employee is entitled on the basis of the
existing facts.

Such certificate shall take effect at the times set forth in the Internal Revenue
Code.

() In determining the deduction allowed by subsection (c}(4) an employee
shall be entitled to withholding allowances or additional reductions in withholding
under this subsection. In determining the number of additional withholding allow-
ances or the amount of additional reductions in withholding under this subsection,
the employee may take into account (to the extent and in the manrer provided by
rules) estimated itemized deductions and tax credits allowable under this chapter;
and such additional deductions and other items as may be specified by the director in
rules. For the purposes of this subsection a fractional number shall not be taken into
account unless it amounts to one-half or more, in which case it shall be increased to
the next whole number.

(1)  As used in this subsection, unless the context otherwise requires:

(A) “‘Estimated itemized deductions’’ means the aggregate amount
which the employee reasonably expects will be allowed as deduc-
tions under sections 235-2.3, 235-2.4, and 235-7, other than the
deductions referred to in Internal Revenue Code section 151 and
those deductions required to be taken into account in determining
adjusted gross income under Internal Revenue Code section
62(a) (with the exception of paragraph 10 thereof) for the estima-
tion year. In no case shall [such] the aggregate amount be greater
than the sum of: .

(i) The amount of [such] the deductions reflected in the em-
ployee’s net income tax return for the taxable year preceding
the estimation year of (if [such] a return has not been filed
for [such] the preceding taxable year at the time the with-
holding exemption certificate is furnished the employer) the
second taxable year preceding the estimation year[,]; or

(i) The amount of estimated itemized deductions and tax cred-
its allowable under this chapter and [such] any additional
deductions to which entitled|,]; and

(iii)) The amount of the employee’s determinable additional de-
ductions for the estimation year.
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(B)

©

D)
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‘‘Estimated wages’’ means the aggregate amount which the em-
ployee reasonably expects will constitute wages for the estima-
tion year[.]; ’

“‘Determinable additional deductions’’ means those estimated

itemized deductions which:

(i) Are in excess of the deductions referred to in subparagraph
(A) reflected on the employee’s net income tax return for the
taxable year preceding the estimation year; and

(ii) Are demonstrably attributable to an identifiable event dur-
ing the estimation year or the preceding taxable year which
can reasonably be expected to cause an increase in the
amount of such deductions on the net income tax return for
the estimation year.

“‘Estimation year’’, in the case of an employee who files the
employee’s return on the basis of a calendar year, means the
calendar year in which the wages are paid; provided that in the
case of an employee who files the employee’s return on a basis
other than the calendar year, the employee’s estimation year, and
the amounts deducted and withheld to be governed by [such] the
estimation year, shall be determined under rules prescribed by the
director of taxation.

Under this subsection, the following special rules shall apply:

A)

(B)

©

Married individuals. The number of withholding allowances to
which a husband and wife are entitled under this subsection shall
be determined on the basis of their combined wages and deduc-
tions. This subparagraph shall not apply to a husband and wife
who filed separate returns for the taxable year preceding the
estimation year and who reasonably expect to file separate re-
turns for the estimation year[.];

Limitation. In the case of employees whose estimated wages are
at levels at which the amounts deducted and withheld under this
chapter generally are insufficient (taking into account a reason-
able allowance for deductions and exceptions) to offset the
liability for tax under this chapter with respect to the wages from
which [such] the amounts are deducted and withheld, the director
may by rule reduce the withholding allowances to which [such]
those employees would, but for this subparagraph, be entitled
under this subsection[.];

Treatment of allowances. For purposes of this chapter, any with-
holding allowance under this subsection shall be treated as if it
were denominated a withholding exemption.

The director may prescribe tables by rule under chapter 91 pursuant to
which employees shall determine the number of withholding allow-
ances to which they are entitled under this subsection.

[(h) Any individual required to supply information to the individual’s
employer under this section who wilfully supplies false or fraudulent information, or
who wilfully fails to supply information under this section which would require an
increase in the tax to be withheld, shall be fined not more than $500, or imprisoned
not more than six months, or both.

(1)] (h) The director of taxation may adopt by rule under chapter 91 the rules
and regulations promulgated by the United States Secretary of Treasury or a delegate
of the Secretary relating to the provisions of subtitle C, chapter 24 of the Internal
Revenue Code operative in this section.”’
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SECTION 8. Section 235-68, Hawaii Revised Statutes, is amended to read as
follows:

€¢§235-68 Withholding of tax on the disposition of real property by
nonresident persons. (a) As used in this section:

‘‘Nonresident person’’ means every person other than a resident person.

“‘Property’’ or ‘‘real property’’ [means ‘‘property’’ or ‘‘real property’’ as
the] has the meaning as the same term is defined in section 231-1.

‘‘Resident person’” means any individual included in the definition of
resident® in section 235-1; any corporation incorporated or granted a certificate of
authority under chapter 415, 415A, or 415B; any partnership formed or registered
under chapter 425 or 425D; any foreign partnership qualified to transact business
pursuant to chapter 425 or 425D; or any trust included in the definition of resident
trust® in section 235-1; or any estate included in the definition of resident estate? in
section 235-1.

““Transferee’’ means any person, the State and the counties and their respec-
tive subdivisions, agencies, authorities, and boards, acquiring real property which is
located in Hawaii.

‘“Transferor’” means any person disposing real property which is located in
Hawaii.

(b) Unless otherwise provided in this section, every transferee shall deduct
and withhold a tax equal to five per cent of the amount realized on the disposition of
Hawaii real property. Every person required to withhold a tax under this section is
made liable for the tax and is relieved of liability for or upon the claim or demand of
any other person for the amount of any payments to the department made in
accordance with this section.

(c) Every transferee required by this section to withhold tax under subse