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PREFACE

This volume contains all of the laws enacted by the Hawaii State
Legislature during the Special Session of 2017 and the Regular Session of 2018.

The text of the laws is printed in full except as provided herein. Statutory
material that is being repealed is either bracketed or bracketed and stricken.
New material is indicated by underscoring. However, as authorized by Section
23G-16.5, Hawaii Revised Statutes (HRS), the text is edited to omit the brack-
eted material for HRS sections that are being repealed in their entirety and to
omit the underscoring for entirely new HRS sections. With the exception of the
foregoing and certain obvious typographical errors that have been corrected, the
text of the laws appears as enacted.

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

Charlotte A. Carter-Yamauchi
Revisor of Statutes

Honolulu, Hawaii
July 15, 2018
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ACT 1 S.B. NO. 4

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

PART 1

SECTION 1. The legislature finds that section 46-16.8, Hawaii Revised
Statutes, previously authorized each county to adopt a surcharge on state tax.
The legislature further finds that the city and county of Honolulu is the only
county that adopted an ordinance for a surcharge. Specifically, in 2005, the city
and county of Honolulu adopted an ordinance to establish a one- ~half of one
per cent surcharge on state tax and for that surcharge to be levied, assessed, and
collected beginning on January 1, 2007, to fund a rail transportation project.

The purpose of this Act is to:

(1) Provide counties that have not previously adopted a surcharge on

state tax with another opportunity to adopt a surcharge; and

(2) Provide the city and county of Honolulu with a financial mecha-

nism that will provide revenue sources for the construction of its rail
transportation project.

SECTION 2. Section 46-16.8, Hawaii Revised Statutes, is amended by
amending subsections (b) and (c) to read as follows:

“(b) Each county that has established a surcharge on state tax prior to
[[July 1, 2015,[§] under authority of subsection (a) may extend the surcharge
[ ; ;] until December 31, [2027%] 2030, at the same rates. A
county electing to extend this surcharge shall do so by ordinance; provided that:

(1) No ordinance shall be adopted until the county has conducted a

public hearing on the proposed ordinance; and

(2) The ordinance shall be adopted prior to [Jul—yul——zg}é—bu{—ﬁe—e&r-hef

thanJuly +-2015:] January 1, 2018.
A county electing to exercise the authority granted under this subsection

shall notify the director of taxation within ten days after the county has adopted
an ordinance extending the surcharge on state tax. [
2023 +the] The director of taxation shall levy, assess, collect, and otherwise ad-
minister the extended surcharge on state tax.

(c) Each county that has not established a surcharge on state tax prior
to [[JJuly 1, 2015,[3] may establish the surcharge at the rates enumerated in sec-
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tions 237-8.6 and 238-2.6. A county electing to establish this surcharge shall do
so by ordinance; provided that:
(1) No ordinance shall be adopted until the county has conducted a
public hearing on the proposed ordinance;

(2) The ordinance shall be adopted prior to [July-2046-but-no-eatrlier
thanJuly 1-2045;] March 31, 2018; and

(3) No county surcharge on state tax that may be authorized under this
subsection shall be levied prior to January 1, [2048;] 2019, or after
December 31, [2027] 2030.

A county electing to exercise the authority granted under this subsection
shall notify the director of taxation within ten days after the county has adopted
a surcharge on state tax ordinance. Beginning on January 1, [2648;] 2019, the di-
rector of taxation shall levy, assess, collect, and otherwise administer the county
surcharge on state tax.”

SECTION 3. Section 237-8.6, Hawaii Revised Statutes, is amended by
amending subsection (b) to read as follows:

“(b) Each county surcharge on state tax that may be adopted or extend-
ed pursuant to section 46-16.8 shall be levied beginning in [the] a taxable year
after the adoption of the relevant county ordinance; provided that no surcharge
on state tax may be levied:

(1) Prior to:

(A) January 1, 2007, if the county surcharge on state tax was estab-
lished by an ordinance adopted prior to December 31, 2005; or
(B) January 1, [2648;] 2019, if the county surcharge on state tax
was established by the adoption of an ordinance after June 30,
2015, but prior to [Fuly1;2616;] March 31, 2018; and
(2) After December 31, [2027] 2030.”

SECTION 4. Section 238-2.6, Hawaii Revised Statutes, is amended by
amending subsection (b) to read as follows:

“(b) Each county surcharge on state tax that may be adopted or extended
shall be levied beginning in [the] a taxable year after the adoption of the relevant
county ordinance; provided that no surcharge on state tax may be levied:

(1) Prior to:

(A) January 1, 2007, if the county surcharge on state tax was estab-
lished by an ordinance adopted prior to December 31, 2005; or
(B) January 1, [2618;] 2019, if the county surcharge on state tax
was established by the adoption of an ordinance after June 30,
2015, but prior to [Fuly1;20646;] March 31, 2018; and
(2) After December 31, [2027] 2030.”

SECTION 5. Section 248-2.6, Hawaii Revised Statutes, is amended to
read as follows:

“[f1§248-2.6[]] County surcharge on state tax; disposition of proceeds. (a)
If adopted by county ordinance, all county surcharges on state tax collected by
the director of taxation shall be paid into the state treasury quarterly, within
ten working days after collection, and shall be placed by the director of finance

in special accounts[-]; provided that county surcharge revenues levied, assessed.,
and collected in a county with a population greater than five hundred thousand
shall be deposited into the mass transit special fund established under section

248- . Out of the revenues generated by county surcharges on state tax paid

into each respective state treasury special account[;] or the mass transit special
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fund., the director of finance shall deduct [ten] one per cent of the gross proceeds
of a respective county’s surcharge on state tax to reimburse the State for the
costs of assessment, collection, [and] disposition, and oversight of the county
surcharge on state tax incurred by the State. Amounts retained shall be general
fund realizations of the State.

(b) The amounts deducted for costs of assessment, collection, [ard] dis-
position, and oversight of county surcharges on state tax shall be withheld from
payment to the counties by the State out of the county surcharges on state tax
collected for the current calendar year.

(c) TFor the purpose of this section, the costs of assessment, collection,
[and] disposition, and oversight of the county surcharges on state tax shall in-
clude any and all costs, direct or indirect, that are deemed necessary and proper
to effectively administer this section and sections 237-8.6 and 238-2.6.

(d) [After] For a county with a population equal to or less than five

hundred thousand that adopts a county surcharge on state tax, after the deduc-
tion and withholding of the costs under subsections (a) and (b), the director of

finance shall pay the remaining balance on [fla[f] quarterly basis to the director
of finance of each county that has adopted a county surcharge on state tax un-
der section 46-16.8.

For a county with a population greater than five hundred thousand that
adopts or extends a county surcharge on state tax ordinance, after the deduc-
tion and withholding of the costs under subsections (a) and (b). the director of
finance shall administer the remaining surcharge revenues in accordance with
section 248- .

The [guarterly] payments shall be made after the county surcharges on
state tax have been paid into the state treasury special accounts or the mass
transit special fund or after the disposition of any tax appeal, as the case may be.
All county surcharges on state tax collected shall be distributed by the director
of finance to the county in which the county surcharge on state tax is generated
and shall be a general fund realization of the county, to be used for the purposes
specified in section 46-16.8 by each of the counties.”

SECTION 6. Act 247, Session Laws of Hawaii 2005, as amended by Act
240, Session Laws of Hawaii 2015, is amended by amending section 9 to read as
follows:

“SECTION 9. This Act shall take effect upon its approval; provided that:

(1) If none of the counties of the State adopt an ordinance to levy a
county surcharge on state tax by December 31, 2005, this Act shall
be repealed and section 437D-8.4, Hawaii Revised Statutes, shall be
reenacted in the form in which it read on the day prior to the effec-
tive date of this Act;

(2) If any county does not adopt an ordinance to levy a county sur-
charge on state tax by December 31, 2005, it shall be prohibited
from adopting such an ordinance pursuant to this Act, unless other-
wise authorized by the legislature through a separate legislative act;
and

(3) If an ordinance to levy a county surcharge on state tax is adopted by
December 31, 2005:

(A) The ordinance shall be repealed on December 31, 2022; pro-
vided that the repeal of the ordinance shall not affect the valid-
ity or effect of an ordinance to extend a surcharge on state tax
adopted pursuant to [Aet-240;-SessionTLaws-of Hawaii2015;]

an act of the legislature; and
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(B) This Act shall be repealed on December 31, [2027;] 2030, and

[€© Seetion]section 437D-8.4, Hawaii Revised Statutes, shall be re-
enacted in the form in which it read on the day prior to the ef-
fective date of this Act; provided that the amendments made to
section 437D-8.4, Hawaii Revised Statutes, by Act 226, Session
Laws of Hawaii 2008, as amended by Act 11, Session Laws of
Hawaii 2009, and Act 110, Session Laws of Hawaii 2014, shall
not be repealed.”

PART II

SECTION 7. Section 46-16.8, Hawaii Revised Statutes, is amended by
amending subsection (e) to read as follows:

“(e) Each county with a population greater than five hundred thousand
that adopts or extends a county surcharge on state tax ordinance pursuant to
subsection (a) or (b) shall use the [surecharges] surcharge revenues received from
the State for{:

) Capital] capital costs of a locally preferred alternative for a mass

transit project; [and

& . .

1990-with-respeet-to-paragraph-(H-
TFhe] provided that revenues derived from the county surcharge on state tax shall
not be used [te]:
(1) To build or repair public roads or highways, bicycle paths, or sup-
port public transportation systems already in existence prior to July
12, 2005[-];
(2) For operating costs or maintenance costs of the mass transit project
or any purpose not consistent with this subsection; or
(3) For administrative or operating, marketing, or maintenance costs,
including personnel costs, of a rapid transportation authority
charged with the responsibility for constructing, operating, or main-
taining the mass transit project;
provided further that nothing in this section shall be construed to prohibit a
county from using county funds that are not derived from a surcharge on state
tax for a purpose described in paragraph (2) or (3).”

PART I11

SECTION 8. Chapter 248, Hawaii Revised Statutes, is amended by add-
ing a new section to be appropriately designated and to read as follows:

“8§248- Mass transit special fund; established; distribution of funds.
(2) There is established a mass transit special fund to be administered by the
department of budget and finance.

(b) For the period beginning on January 1, 2018, to December 31, 2030,
transient accommodations tax and surcharge on state tax revenues allocated to
the mass transit special fund pursuant to sections 237D-2(¢) and 248-2.6 shall be
deposited into the special fund. All interest earned on the moneys in the special
fund shall be credited to the general fund. The mass transit special fund shall
be exempt from the central service expenses deduction under section 36-27 and
departmental administrative expenses deduction under section 36-30.

(©) Upon receiving a certification statement from the comptroller pur-
suant to section 40- , the director of finance shall allocate and disburse moneys
in the mass transit special fund to the director of finance of a county with a

4
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population greater than five hundred thousand; provided that the director of
finance shall only disburse those amounts that are certified in the certification
statement for that county for the purposes specified in section 46-16.8; provided
further that revenues allocated from the special fund shall not be used for:

(1) Operating or maintenance costs of the mass transit project or any

purpose not consistent with section 46-16.8(e); or

(2) Administrative, operating, marketing, or maintenance costs, includ-

ing personnel costs, of a rapid transportation authority charged
with the responsibility for constructing, operating, or maintaining
the mass transit project;
provided further that the total amount of funds that are available, allocated,
and disbursed by the director of finance pursuant to this section shall not be in
excess of the total amount indicated on the certification statement. The direc-
tor of finance may allocate and disburse moneys pursuant to this section on a
monthly basis.

Any amounts allocated and disbursed pursuant to this section shall be
subject to the availability of funds deposited and on balance in the special fund.
The director of finance shall not allocate or disburse any amounts from the spe-
cial fund that are in excess of any amounts deposited and on balance in the
special fund.

(d) The director of finance shall post all certification statements re-
ceived from the comptroller pursuant to section 40- on the department of bud-
get and finance’s website within ten working days of payments made pursuant to
this section.

() The department of budget and finance shall submit an annual re-
port to the legislature not later than twenty days prior to the convening of each
regular session on the total amount of funds allocated pursuant to this section.

(f) The director of finance may establish rules, exempt from chapter 91,
for the purposes of this section.”

SECTION 9. Section 237D-2, Hawaii Revised Statutes, is amended to
read as follows:

“§237D-2 Imposition and rates. (a) There is levied and shall be assessed
and collected each month a tax of:
(1) Five per cent for the period beginning on January 1, 1987, to June
30, 1994;

(2) Six per cent for the period beginning on July 1, 1994, to December
31, 1998;

(3) 7.25 per cent for the period beginning on January 1, 1999, to June
30, 2009;

(4) 8.25 per cent for the period beginning on July 1, 2009, to June 30,
2010; and

(5) 9.25 per cent for the period beginning on July 1, 2010, and thereafter;
on the gross rental or gross rental proceeds derived from furnishing transient
accommodations.

(b) Every operator shall pay to the State the tax imposed by subsection
(a), as provided in this chapter.

(c) There is levied and shall be assessed and collected each month, on
the occupant of a resort time share vacation unit, a transient accommodations
tax of:

(1) 7.25 per cent on the fair market rental value until December 31,

2
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(2) 8.25 per cent on the fair market rental value for the period begin-
ning on January 1, 2016, to December 31, 2016; and

(3) 9.25 per cent on the fair market rental value for the period begin-
ning on January 1, 2017, and thereafter.

(d) Every plan manager shall be liable for and pay to the State the tran-
sient accommodations tax imposed by subsection (c) as provided in this chapter.
Every resort time share vacation plan shall be represented by a plan manager
who shall be subject to this chapter.

(e} Notwithstanding the tax rates established in subsections (a)(5) and
(c)(3). the tax rates Jevied, assessed, and collected pursuant to subsections (a)
and (c) shall be 10.25 per cent for the period beginning on January 1, 2018, to
December 31, 2030; provided that:

(1} The tax revenues levied. assessed, and collected pursuant to this
subsection that are in excess of the revenues realized from the levy,
assessment, and collection of tax at the 9.25 per cent rate shall be
deposited quarterly into the mass transit special fund established
under section 248- ; and

(2) If a court of competent jurisdiction determines that the amount
of county surcharge on state tax revenues deducted and withheld

by the State, pursuant to section 248-2.6. violates statutorv or con-
stitutional law and, as a result, awards moneys to a county with

a population greater than five hundred thousand, then an amount
equal to the monetary award shall be deducted and withheld from
the tax revenues deposited under paragraph (1) into the mass transit
special fund. and those funds shall be a general fund realization of
the State.
The remaining tax revenues levied, assessed, and collected at the 9.25 per
cent tax rate pursuant to subsections (a) and (c) shall be distributed in accor-
dance with section 237D-6.5(b).” _

SECTION 10. Section 237D-6.5, Hawaii Revised Statutes, is amended
by amending subsection (b) to read as follows:

“(b) [Revenues] Except for the revenues collected pursuant to section
237D-2(e), revenues collected under this chapter shall be distributed in the fol-
lowing priority, with the excess revenues to be deposited into the general fund:

(1) $1,500,000 shall be allocated to the Turtle Bay conservation ease-

ment special fund beginning July 1, 2015, for the reimbursement

to the state general fund of debt service on reimbursable general
obligation bonds, including ongoing expenses related to the issu-
ance of the bonds, the proceeds of which were used to acquire the
conservation easement and other real property interests in Turtle

Bay, Oahu, for the protection, preservation, and enhancement of

natural resources important to the State, until the bonds are fully

amortized;

(2) $26,500,000 shall be allocated to the convention center enterprise

special fund established under section 201B-8; ‘

(3) $82,000,000 shall be allocated to the tourism special fund estab-

lished under section 201B-11; provided that:

(A) Beginning on July 1, 2012, and ending on June 30, 2015,
$2,000,000 shall be expended from the tourism special fund for
development and implementation of initiatives to take advan-
tage of expanded visa programs and increased travel opportu-
nities for international visitors to Hawaii;

(B) Of the $82,000,000 allocated:
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4)

®)

(i) $1,000,000 shall be allocated for the operation of a Ha-
waiian center and the museum of Hawaiian music and
dance at the Hawaii convention center; and

(il 0.5 per cent of the $82,000,000 shall be transferred to a
sub-account in the tourism special fund to provide fund-
ing for a safety and security budget, in accordance with
the Hawaii tourism strategic plan 2005-2015; and

(C) Of the revenues remaining in the tourism special fund after
revenues have been deposited as provided in this paragraph
and except for any sum authorized by the legislature for expen-
diture from revenues subject to this paragraph, beginning July

1, 2007, funds shall be deposited into the tourism emergency

special fund, established in section 201B-10, in a manner suf-

ficient to maintain a fund balance of $5,000,000 in the tourism
emergency special fund;

$103,000,000 [: ; -000;

0 0 16— ) 0 a

01.6.20 d-$0
s

vvvvvv

] shall be allocated as follows: Kauai
county shall receive 14.5 per cent, Hawaii county shall receive 18.6
per cent, city and county of Honolulu shall receive 44.1 per cent,
and Maui county shall receive 22.8 per cent; provided that com-
mencing with fiscal year 2018-2019, a sum that represents the
difference between a county public employer’s annual required
contribution for the separate trust fund established under section
87A-42 and the amount of the county public employer’s contribu-
tions into that trust fund shall be retained by the state director of
finance and deposited to the credit of the county public employer’s
annual required contribution into that trust fund in each fiscal year,
as provided in section 87A-42, if the respective county fails to remit
the total amount of the county’s required annual contributions, as
required under section 87A-43; and

$3,000,000 shall be allocated to the special land and development

fund established under section 171-19; provided that the allocation

shall be expended in accordance with the Hawaii tourism authority
strategic plan for:

(A) The protection, preservation, maintenance, and enhancement
of natural resources, including beaches, important to the visi-
tor industry;

(B) Planning, construction, and repair of facilities; and

(C) Operation and maintenance costs of public lands, including
beaches, connected with enhancing the visitor experience.

All transient accommodations taxes shall be paid into the state treasury
each month within ten days after collection and shall be kept by the state direc-
tor of finance in special accounts for distribution as provided in this subsection.

As used in this subsection, “fiscal year” means the twelve-month period
beginning on July 1 of a calendar year and ending on June 30 of the following
calendar year.”

PART IV

SECTION 11. (a) The state auditor shall conduct an audit of the Hono-
lulu authority for rapid transportation. The audit shall include an examination
of the financial records and an analysis of the financial management of the Ho-
nolulu authority for rapid transportation, including but not limited to:
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(1) The Homnolulu authority for rapid transportation’s financial plan
and related systems of accounting;

(2) The Honolulu authority for rapid transportation’s fiscal and man-
agement policies, practices, and processes associated with the plans,
design, bidding, and construction of the Honolulu rail transit
project;

(3) All contracts awarded for, and expenditures associated with, the
Honolulu rail transit project, including payments to contractors,
subcontractors, and consultants, as well as any change orders;

(4) Expenditures by the Honolulu authority for rapid transportation
for personnel costs, lease rent, and any other costs associated with
its management and operations; and

(5) Any other subjects that the auditor deems necessary for review,
to determine whether funds received by the Honolulu authority for rapid trans-
portation from the county surcharge on state tax are being managed and used in
a reasonable manner.

As part of its analysis, the state auditor shall research the criteria used by
the Federal Transit Authority to determine whether expenditures comply with
the requirements and restrictions of the full funding agreement of the Honolulu
rail transit project.

(b) In addition to the audit required in this section, the state auditor
shall:

(1) Identify, based on information and prior analyses by the Honolulu
authority for rapid transportation, alternative routes and develop-
ment options and the projected costs for each alternative route and
development option for the Middle Street to Ala Moana segment of
the Honolulu rail transit project; and

(2) Obtain from the Honolulu authority for rapid transportation a de-
tailed financial plan that describes the predicted means by which
the Honolulu authority for rapid transportation and the city and
county of Honolulu will finance the ongoing costs of maintaining
and operating the Honolulu rail transit project without the use of
state moneys or other state-provided financial supports. The state
auditor shall submit the auditor’s findings and recommendations on
the financial reasonableness of the financial plan and include these
findings and recommendations in the audit report.

(c) To effectuate the purpose of this section, the state auditor shall have
all the powers established pursuant to chapter 23, Hawaii Revised Statutes, in-
cluding the power to subpoena the production of any documents from the Ho-
nolulu authority for rapid transportation that may be necessary to complete the
audit required by this section.

(d) The state auditor shall report the auditor’s findings and recommen-
dations to the legislature, state director of finance, and the board of directors of
the Honolulu authority for rapid transportation no later than twenty days prior
to the convening of the regular session of 2019.

PART V

SECTION 12. Chapter 23, Hawaii Revised Statutes, is amended by add-
ing a new section to part I to be appropriately designated and to read as follows:

“§23-  Rapid transportation authority; annual review. (a) Béginning on

the effective date of Act , First Special Session of 2017, and ending on De-
cember 31, 2031, the auditor, on an annual basis, shall conduct a review of any

8
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rapid transportation authority in the State charged with the responsibility of
constructing, operating, or maintaining a locally preferred alternative for a mass
transit project that receives moneys from a surcharge on state tax established
pursuant to section 46-16.8, transient accommodations tax revenues pursuant
to section 237D-2(e), or both. The annual review shall include a review of docu-
ments, including but not limited to invoices, contracts, progress reports, and time
schedules, to determine that:

(1) Expenditures by the authority comply with the criteria established

pursuant to section 46-16.8(e); and

(2) The authority follows accounting best practices for substantiating

its expenditures.

(b) A rapid transportation authority subject to this section and any pri-
vate company or agency contracted to provide services for the locally preferred
alternative for a mass transit project shall cooperate with and assist the audi-
tor as needed in conducting the annual review, including promptly providing
all records and other information requested by the auditor in the course of the
annual review.

(¢) The auditor shall submit the findings and recommendations of the
auditor’s review to the legislature and the rapid transportation authority no later
than twenty days prior to the convening of the immediately following regular
session.”

SECTION 13. Chapter 40, Hawaii Revised Statutes, is amended by add-
ing a new section to part I'V to be appropriately designated and to read as follows:

“§40-  Rapid transportation authority; certification statement. (a) Be-
ginning on the effective date of Act , First Special Session of 2017, and end-
ing on December 31, 2031, the comptroller, upon the request for payment by the
rapid transportation authority, shall verify that the authority’s invoices for the
capital costs of a locally preferred alternative for a mass transit project comply
with section 46-16.8(e).

(b) The rapid transportation authority subject to this section shall pro-
vide the comptroller with:

(1) The authority’s financial plan and related systems for accounting,
including a budget for a locally preferred alternative for a mass tran-
sit project;

(2) Expenditures for capital costs for a locally preferred alternative for
a mass transit project;

(3) Expenditures for personnel costs, lease rent, and any other costs as-
sociated with the authority’s management and operations; and

(4) Any other information the comptroller may require to accomplish
the purpose of this section.

(c) After submission of invoices by the rapid transportation authority
for capital costs of a locally preferred alternative for a mass transit project are
verified by the comptroller as an acceptable use of funds received pursuant to
a surcharge on state tax authorized pursuant to section 46-16.8, the comptrol-
ler shall submit a certification statement, including any appropriate supporting
documents, to the department of budget and finance for the allocation of funds,
if available, pursuant to sections 248-  and 248-2.6(d). The certification state-
ment shall include, at a minimum, the total amount contained in the invoices for
capital costs that are verified as an appropriate use of funds pursuant to section
46-16.8(e).

(d) The comptroller may establish rules, exempt from chapter 91, for
the purposes of this section.
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(e) For the purposes of this section, “rapid transportation authority
means any entity established by a county in the State for the purpose of con-
structing, operating, or maintaining a locally preferred alternative for a mass
transit project and that receives moneys from a surcharge on state tax established
pursuant to section 46-16.8, transient accommodations tax revenues pursuant to
section 237D-2(e), or both.”

PART VI

SECTION 14. There is appropriated out of the general revenues of the
State of Hawaii the sum of $100,000 or so much thereof as may be necessary for
fiscal year 2017-2018 to establish one full-time equivalent (1.0 FTE) civil service
exempt position to assist the director of finance in determining the distribution
and remittance of revenues derived from a county surcharge on state tax pursu-
ant to section 248-2.6(d), Hawaii Revised Statutes, and the transient accommo-
dations tax pursuant to part III of this Act.

The sum appropriated shall be expended by the department of budget
and finance for the purposes of this Act. The appropriation made pursuant to
this section shall not lapse at the end of the fiscal year in which the appropria-
tion is made; provided that any amounts that remain unencumbered on June 30,
2019, shall lapse on that date.

PART VII

SECTION 15. There is appropriated out of the general revenues of the
State of Hawaii the sum of $400,000 or so much thereof as may be necessary
for fiscal year 2017-2018 to establish three full-time equivalent (3.0 FTE) civil
service exempt positions to assist in verifying rapid transportation authority ex-
penditures, pursuant to section 40- , Hawaii Revised Statutes. The comptroller
may contract the services of persons or entities to effectuate the purposes of
this Act. Any contract for services executed by the comptroller pursuant to this
section or section 40- , Hawaii Revised Statutes, shall be exempt from chapter
103D, Hawaii Revised Statutes.

The sum appropriated shall be expended by the department of account-
ing and general services for the purposes of this Act. The appropriation made
pursuant to this section shall not lapse at the end of the fiscal year in which the
appropriation is made; provided that any amounts that remain unencumbered
on June 30, 2019, shall lapse on that date.

PART VIII

SECTION 16. There is appropriated out of the general revenues of the
State of Hawaii the sum of $1,000,000 or so much thereof as may be necessary
for fiscal year 2017-2018 to:

(1) Conduct annual reviews, pursuant to section 23- , Hawaii Revised

Statutes; and

(2) Conduct an audit of the Honolulu authority for rapid transporta-

tion pursuant to section 11 of this Act.

The sum appropriated shall be expended by the office of the auditor for
the purposes of this Act. The appropriation made pursuant to this section shall
not lapse at the end of the fiscal year in which the appropriation is made; pro-
vided that any amounts that remain unencumbered on June 30, 2019, shall lapse
on that date.

10
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PART IX

SECTION 17. There is appropriated out of the mass transit special fund
established pursuant to section 248- , Hawaii Revised Statutes, the sum of
$1,000,000,000 or so much thereof as may be necessary for fiscal year 2017-2018
for the director of finance to pay the expenses of a rapid transit authority that
are certified pursuant to section 40- , Hawaii Revised Statutes.

The sum appropriated shall be expended by the department of budget
and finance for the purposes of this Act. The appropriation made pursuant to
this section shall not lapse at the end of the fiscal year in which the appropria-
tion is made; provided that any amounts that remain unencumbered on June 30,
2019, shall lapse to the credit of the mass transit special fund on that date.

PART X

SECTION 18. Notwithstanding any law, charter provision, or ordinance
to the contrary, in any county with a population greater than five hundred thou-
sand, in order to ensure the appropriate use of state authorized funds to finance a
locally preferred alternative for a mass transit project, the president of the senate
and speaker of the house of representatives shall each appoint two non-voting,
ex-officio members to the board of directors of the county’s rapid transportation
authority. The terms for each member appointed pursuant to this section shall
be determined by the presiding officer who appointed them.

For the purposes of this section, “county rapid transportation authority”
means any entity established by a county in the State with a population greater
than five hundred thousand for the purpose of constructing, operating, or main-
taining a locally preferred alternative for a mass transit project and that receives
moneys from a surcharge on state tax established pursuant to section 46-16.8,
Hawaii Revised Statutes, transient accommodations tax revenues pursuant to
section 237D-2(e), Hawaii Revised Statutes, or both.

PART X1

SECTION 19. This Act shall not be construed to prohibit the use of
funds generated by a county for purposes not prohibited by state law.

SECTION 20. This Act does not affect rights and duties that matured,
penalties that were incurred, and proceedings that were begun before its effective
date.

SECTION 21. If any provision of this Act, or the application thereof to
any person or circumstance, 1s held invalid, the invalidity does not affect other
provisions or applications of the Act that can be given effect without the invalid
provision or application, and to this end the provisions of this Act are severable.

SECTION 22. Statutory material to be repealed is bracketed and strick-
en. New statutory material is underscored.!

SECTION 23. This Act shall take effect upon its approval.
(Approved September 5, 2017.)

Note

1. Edited pursuant to HRS §23G-16.5.
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ACT 2 S.B. NO.3

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

PART 1

SECTION 1. There are appropriated or authorized from the sources of
funding indicated below to collective bargaining statewide (BUF 102) the follow-
ing sums, or so much thereof as may be necessary, to fund for fiscal biennium
2017-2019 all collective bargaining cost items in the agreement negotiated with
the exclusive bargaining representative of collective bargaining unit (7):

FY 2017-2018 FY 2018-2019

General Funds $8,322,106 $20,128,588
Special Funds $666,984 $1,439,040
Federal Funds $207,761 $492,078
Other Federal Funds $2,310 $4,947
Revolving Funds $52,058 $116,551

SECTION 2. Funds appropriated or authorized by this part shall be al-
lotted by the director of finance for expenditure in the respective fiscal year for
the purposes of this part.

PART II

SECTION 3. There are appropriated or authorized from the sources of
funding indicated below to collective bargaining statewide (BUF 102) the fol-
lowing sums or so much thereof as may be necessary to fund for fiscal biennium
2017-2019 the salary increases and other cost adjustments authorized by chapter
89C, Hawaii Revised Statutes, for state officers and employees who are excluded
from collective bargaining and belong to the same compensation plans as those
officers and employees within collective bargaining unit (7):

FY 2017-2018 FY 2018-2019

General Funds $1,202,876 $2,802,713
Special Funds $167,491 $363,236
~Federal Funds $2,223 $4,760
Other Federal Funds $2,557 $5,476
Revolving Funds $3,815 $9,035

SECTION 4. Funds appropriated or authorized by this part shall be al-
lotted by the director of finance for expenditure in the respective fiscal year for
the purposes of this part.

PART III

SECTION 5. Salary increases and cost adjustments provided in this Act
for any officer or employee whose compensation is paid, in whole or in part,
from federal, special, or other funds shall be paid wholly or proportionately, as
the case may be, from the respective funds.

12
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SECTION 6. Funds appropriated or authorized by this Act that are not
expended or encumbered by June 30, 2018, and June 30, 2019, of the respective
fiscal years, shall lapse as of those dates.

SECTION 7. This Act shall take effect upon its approval.
(Approved September 14, 2017.)

ACT 3 S.B. NO.2

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

PART 1

SECTION 1. There are appropriated or authorized from the sources of
funding indicated below to collective bargaining statewide (BUF 102) the follow-
ing sums, or so much thereof as may be necessary, to fund for fiscal biennium
2017-2019 all coliective bargaining cost items in the agreement negotiated with
the exclusive representative of collective bargaining units (1) and (10):

FY 2017-2018 FY 2018-2019

General Funds $6,212,559 $19,745,057
Special Funds $1,514,267 $3,851,736
Federal Funds $175,592 $518,064
Other Federal Funds $36,279 $102,178
Interdepartmental Transfers $3,872 $9,423
Revolving Funds $28,183 $75,807
Special Fund CIP $3,170 $8,506

Of the above amounts, the following amounts are for the department of
education:

FY 2017-2018 FY 2018-2019
General Funds $1,936,304 $4,735,328
Special Funds $622 $1,572

SECTION 2. Funds appropriated by this part shall be allotted by the
director of finance to the appropriate state departments for expenditure in the
respective fiscal year for the purposes of this part.

PART II

SECTION 3. There are appropriated or authorized from the sources of
funding indicated below to administration (JUD 601) the following sums, or so
much thereof as may be necessary, to fund for fiscal biennium 2017-2019 all col-
lective bargaining cost items for salary increases and other wage related costs in
the agreement negotiated with the exclusive bargaining representative of collec-
tive bargaining units (1) and (10):

FY 2017-2018 FY 2018-2019
General Funds $153,441 $482,612
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SECTION 4. Funds appropriated or authorized by this part shall be
expended by the chief justice in the respective fiscal year for the purposes of this
part.

PART III

SECTION 5. There are appropriated or authorized from the sources of
funding indicated below to collective bargaining statewide (BUF 102) the fol-
lowing sums or so much thereof as may be necessary to fund for fiscal biennium
2017-2019 the salary increases and other cost adjustments authorized by chapter
89C, Hawaii Revised Statutes, for state officers and employees who are excluded
from collective bargaining and belong to the same compensation plans as those
officers and employees within collective bargaining units (1) and (10):

FY 2017-2018 FY 2018-2019

General Funds $255,276 $718,135
Special Funds $22,675 $56,009
Federal Funds $1,337 $3,435
Other Federal Funds $1,888 $4,493

Of the above amounts, the following amounts are for the department of
education:

FY 2017-2018 FY 2018-2019
General Funds $189,400 $469,241

SECTION 6. Funds appropriated or authorized by this part shall be al-
lotted by the director of finance to the appropriate state departments for expen-
diture in the respective fiscal year for the purposes of this part.

PART IV

SECTION 7. There are appropriated or authorized from the sources of
funding indicated below to administration (JUD 601) the following sums or so
much thereof as may be necessary to fund for fiscal biennium 2017-2019 the sal-
ary increases and other cost adjustments authorized by chapter 89C, Hawaii Re-
vised Statutes, for state officers and employees of the judiciary who are excluded
from collective bargaining and belong to the same compensation plans as those
officers and employees within collective bargaining units (1) and (10):

FY 2017-2018 FY 2018-2019
General Funds $3,686 $16,610

SECTION 8. The sums appropriated or authorized by this part shall be
expended by the chief justice in the respective fiscal year for the purposes of this
part.

PARTV

SECTION 9. There are appropriated from the sources of funding indi-
cated below to Hawaii health systems corporation - corporate office (HTH 210)
the following sums or so much thereof as may be necessary to fund for fiscal
biennium 2017-2019 the collective bargaining cost items in the agreement negoti-
ated for state employees in collective bargaining units (1) and (10) assigned to the
Hawaii health systems corporation:

14
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FY 2017-2018 FY 2018-2019
Special Funds $868,097 $3,050,698

SECTION 10. The sums appropriated or authorized by this part shall be
allotted by the director of finance to the Hawaii health systems corporation for
expenditure in the respective fiscal year for the purposes of this part.

PART VI

SECTION 11. There are appropriated from the sources of funding indi-
cated below to Hawaii health systems corporation - corporate office (HTH 210)
the following sums or so much thereof as may be necessary to fund for fiscal
biennium 2017-2019 salary increases and other cost adjustments authorized by
chapter 89C, Hawaii Revised Statutes, for state officers and employees who are
excluded from collective bargaining and belong to the same compensation plans
as those officers and employees within collective bargaining units (1) and (10)
and assigned to the Hawaii health systems corporation:

FY 2017-2018 FY 2018-2019
Special Funds $37,031 $101,059

SECTION 12. The sums appropriated or authorized by this part shall be
allotted by the director of finance to the Hawaii health systems corporation for
expenditure in the respective fiscal year for the purposes of this part.

PART VII

SECTION 13. Salary increases and cost adjustments provided in this
Act for any officer or employee whose compensation is paid, in whole or in part,
from federal, special, or other funds shall be paid wholly or proportionately, as
the case may be, from the respective funds.

SECTION 14. Funds appropriated by this Act that are not expended or
encumbered by June 30, 2018, and June 30, 2019, of the respective fiscal years,
shall lapse as of those dates.

SECTION 15. This Act shall take effect upon its approval.
(Approved September 21, 2017.)
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ACT 1

Session Laws of Hawaii
Passed By The
Twenty-Ninth State Legislature
Regular Session
2018

ACT 1 H.B. NO. 2600

A Bill for an Act Making Appropriations to Provide for the Expenses of the Leg-
islature, the Auditor, the Legislative Reference Bureau, the Ombudsman,
and the Ethics Commission.

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 $9,645,383 or so much thereof as may be necessary
to the senate for the following expenses:

¢y

@

€)

The sum of $8,382,883 for defraying any and all session and non-
session expenses of the senate up to and including June 30, 2019,
including the 2018 regular session, twenty-ninth legislature of the
State of Hawaii, and pre-session expenses and the expenses of any
commiftee or committees established during the interim between
the 2018 and 2019 regular sessions;

The sum of $1,150,000 for defraying the expenses of the legislative
information system for cost items such as hardware, software, con-
sultants, installation, materials, supplies, and other related costs as-
sociated with the legislative information system that have been or
will be incurred; and

The sum of $112,500 for defraying the cost of the legislative broad-
casting program to pay for the production and distribution of tele-
vision broadcasts of legislative proceedings.

The sum appropriated in this section shall be expended by the senate.

SECTION 2. There is appropriated out of the general revenues of the
State of Hawaii the sum of $13,269,211 or so much thereof as may be necessary
to the house of representatives for the following expenses:

M)

@

The sum of $12,218,287 for defraying any and all session and non-
session expenses of the house of representatives up to and includ-
ing June 30, 2019, including the 2018 regular session, twenty-ninth
legislature of the State of Hawaii, and pre-session expenses and the
expenses of any committee or committees established during the in-
terim between the 2018 and 2019 regular sessions;

The sum of $938,424 for defraying the expenses of the legislative
information system for cost items such as hardware, software, con-
sultants, installation, materials, supplies, and other related costs as-
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sociated with the legislative information system that have been or
will be incurred; and
(3) The sum of $112,500 for defraying the cost of the legislative broad-
casting program to pay for the production and distribution of tele-
vision broadcasts of legislative proceedings.
The sum appropriated in this section shall be expended by the house of
representatives.

SECTION 3. Payment of expenses of the senate during the interim be-
tween the 2018 and 2019 regular sessions shall be made only with the approval
of the president of the senate, and payment of expenses of the house of repre-
sentatives during the interim between the 2018 and 2019 regular sessions shall
be made only with the approval of the speaker of the house of representatives.

SECTION 4. Before January 16, 2019, the senate and the house of
representatives shall each have their accounts audited, and a full report of the
respective audits shall be presented to the senate and house of representatives
convening on January 16, 2019.

SECTION 5. Unless otherwise prescribed by law, the expenses of any
member of the legislature while traveling abroad on official business of the leg-
islature shall be $145 a day as authorized by the president of the senate and
speaker of the house of representatives.

SECTION 6. There is appropriated out of the general revenues of the
State of Hawaii the sum of $3,157,127 or so much thereof as may be necessary
to the office of the auditor for the following expenses:
(1) The sum of $3,007,127 for defraying the expenses of the office of
the auditor during fiscal year 2018-2019; and
(2) The sum of $150,000 during fiscal year 2018-2019 for:

(A) Performing special studies;

(B) Improving capabilities for planning, programming, and
budgeting;

(C) Fulfilling other special requests made of the auditor by the
legislature or jointly by the president of the senate and the
speaker of the house of representatives;

(D) Legislative studies and contractual services for those studies;
and

(E) 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.

The sum appropriated in this section shall be expended by the auditor.

SECTION 7. There is appropriated out of the general revenues of the
State of Hawaii the sum of $2,800,000 or so much thereof as may be necessary
to the office of the auditor during fiscal year 2018-2019 to be deposited into
the audit revolving fund established pursuant to section 23-3.6, Hawaii Revised
Statutes.

SECTION 8. There is appropriated out of the audit revolving fund the
sum of $6,300,000 or so much thereof as may be necessary to the office of the
auditor during fiscal year 2018-2019 for the office to conduct or complete its
audit functions as provided by law.

The sum appropriated shall be expended by the auditor.

18



ACT 1

SECTION 9. There is appropriated out of the general revenues of the
State of Hawaii the sum of $3,707,995 or so much thereof as may be necessary
to the legislative reference bureau for defraying the expenses of the legislative
reference bureau during fiscal year 2018-2019, including equipment relating to
computer systems programming and operations.

The sum appropriated in this section shall be expended by the legislative
reference bureau.

SECTION 10. There is appropriated out of the general revenues of the
State of Hawaii the sum of $1,322,205 or so much thereof as may be necessary
to the office of the ombudsman for defraying the expenses of the office during
fiscal year 2018-2019.

The sum appropriated in this section shall be expended by the ombudsman.

SECTION 11. There is appropriated out of the general revenues of the
State of Hawaii the sum of $1,130,158 or so much thereof as may be necessary
to the office of the state ethics commission for defraying the expenses of the of-
fice during fiscal year 2018-2019.

The sum appropriated in this section shall be expended by the state ethics
commission.

SECTION 12. There is appropriated out of the general revenues of the
State of Hawaii the following sums or so much thereof as may be necessary to
be expended for the purpose of accrued vacation payments and vacation transfer
payments for any employee leaving the employ of the senate, house of represen-
tatives, office of the auditor, legislative reference bureau, office of the ombuds-
man, and state ethics commission:

Expending Agency Amount
Senate $185,000
House of Representatives $224,524
Office of the Auditor $68,106
Legislative Reference Bureau $26,810
Office of the Ombudsman $14,035
State Ethics Commission $16,553

provided that the appropriate expending agency shall first make payments from
the vacation payout allocation before expending funds from turnover and va-
cancy amounts; and provided further that any unexpended funds shall lapse to
the general fund on June 30, 2019.

SECTION 13. Except for moneys in the audit revolving fund, as of the
close of business on June 30, 2019, the unexpended or unencumbered balance of
any appropriation made by this Act shall lapse into the general fund.

SECTION 14. Each section of this Act is declared to be severable from
the remainder of this Act.

SECTION 15. This Act shall take effect upon its approval.
(Approved February 20, 2018.)
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ACT 2 H.B. NO. 2739

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

SECTION 1. The legislature finds that at least thirty states have con-
sidered enacting laws to allow mentally competent adult residents who have a
terminal illness to voluntarily request and receive a prescription medication that
would allow the person to die in a peaceful, humane, and dignified manner. Of
these, five states — Oregon, Washington, California, Vermont, and Colorado —
and the District of Columbia have passed legislation to allow this choice.

The legislature further finds that Hawaii patients who are terminally ill
and mentally capable currently have access to options which can, in most cases,
alleviate their suffering during the dying process. Palliative care, hospice care,
VSED (voluntarily stopping eating and drinking), or stopping artificial ventila-
tion or other life-sustaining therapy to allow a comfortable natural death are op-
tions currently available to terminally ill persons in Hawaii. However, physicians
and other health care providers often do not offer these options to their patients.
These options also do not always result in a quick or peaceful death.

The legislature has closely examined this issue a number of times over
the past two decades. Following this long period of examination and debate,
the legislature believes that it is appropriate to give patients the ability to choose
their own medical care at the end of life and at the same time, ensure robust
safeguards are in place to prevent any possible abuse. Therefore, the legislature
believes that any legislation for patient choice must include all of the following
protections for patients:

(1) Confirmation by two health care providers of the patient’s diagno-
ses, prognosis, and medical decision-making capacity, and the vol-
untariness of the patient’s request;

(2) Determination by a counselor that the patient is capable, and does
not appear to be suffering from undertreatment or nontreatment
of depression or other conditions which may interfere with the pa-
tient’s ability to make an informed decision;

(3) Two oral requests from the patient, separated by not less than twen-
ty days; one signed written request that is witnessed by two people,
one of whom must be unrelated to the patient; and one signed final
attestation;

(4) An additional waiting period between the written request and the
writing of the prescription; and

(5) The creation of strict criminal penalties for any person who:

(A) Tampers with a person’s request for a prescription pursuant to
} this Act; or
(B) Coerces a person with a terminal illness to request a
prescription.
In addition, the patient at all times shall retain the right to rescind the request
for medication and be under no obligation to fill the prescription or use the
medication.

These rigorous safeguards will be the strongest of any state in the nation
and will protect patients and their loved ones from any potential abuse.

The legislature concludes that adult, terminally ill residents of the State
can determine their own medical treatment as they near the end of life and
should have a full complement of support services available, including pallia-
tive care, hospice care, aggressive medical care, and the right to choose to avoid
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an unnecessarily prolonged life of pain and suffering. The choice elected by an
individual must be fully informed, including about options for care that are pre-
sented and discussed with health care providers in a values-neutral manner.

The purpose of this Act is to allow qualified patients in this State with a
medically confirmed terminal illness with less than six months to live and pos-
sessing decisional capacity to determine their own medical care at the end of
their lives.

SECTION 2. This Act shall be known and may be cited as the “Our
Care, Our Choice Act”.

SECTION 3. The Hawaii Revised Statutes is amended by adding a new
chapter to be appropriately designated and to read as follows:

“CHAPTER
OUR CARE, OUR CHOICE ACT

§ -1 Definitions. As used in this chapter:

“Adult” means an individual who is eighteen years of age or older.

“Attending provider” means a physician licensed pursuant to chapter 453
who has responsibility for the care of the patient and treatment of the patient’s
terminal disease.

“Capable” means that in the opinion of the patient’s attending provider
or consulting provider, psychiatrist, psychologist, or clinical social worker, a pa-
tient has the ability to understand the patient’s choices for care, including risks
and benefits, and make and communicate health care decisions to health care
providers.

“Consulting provider” means a physician licensed pursuant to chapter
453 who is qualified by specialty or experience to make a professional diagnosis
and prognosis regarding the patient’s disease.

“Counseling” means one or more consultations, which may be provided
through telehealth, as necessary between a psychiatrist licensed under chapter
453, psychologist licensed under chapter 465, or clinical social worker licensed
pursuant to chapter 467E and a patient for the purpose of determining that
the patient is capable, and that the patient does not appear to be suffering from
undertreatment or nontreatment of depression or other conditions which may
interfere with the patient’s ability to make an informed decision pursuant to this
chapter.

“Department” means the department of health.

“Health care facility” shall have the same meaning as in section 323D-2.

“Health care provider” means a person licensed, certified, or otherwise
authorized or permitted by the law of this State to administer health care or dis-
pense medication in the ordinary course of business or practice of a profession.

“Informed decision” means a decision by a qualified patient to request
and obtain a prescription to end the qualified patient’s life pursuant to this chap-
ter. The informed decision shall be based on an appreciation of the relevant facts
and made after being fully informed by the attending provider of:

(1) The medical diagnosis;

(2) The prognosis;

(3) The potential risks associated with taking the medication to be

prescribed;

(4) The probable result of taking the medication to be prescribed;
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(5) The possibility that the individual may choose not to obtain the
medication or may obtain the medication and may decide not to use
it; and

(6) The feasible alternatives or additional treatment opportunities,
including but not limited to comfort care, hospice care, and pain
control.

“Medically confirmed” means the medical opinion of the attending pro-
vider has been confirmed by a consulting provider who has examined the patient
and the patient’s relevant medical records.

“Patient” means a person who is under the care of an attending provider.

“Physician” means a doctor of medicine or osteopathy licensed to prac-
tice medicine pursuant to chapter 453 by the Hawaii medical board.

“Prescription” means prescription medication or medications that the
qualified patient may self-administer to end the qualified patient’s life pursuant
to this chapter.

“Qualified patient” means a capable adult who is a resident of the State
and has satisfied the requirements of this chapter in order to obtain a prescrip-
tion to end the qualified patient’s life pursuant to this chapter.

“Self-administer” means an individual performing an affirmative, con-
scious, voluntary act to take into the individual’s body prescription medication
to end the individual’s life pursuant to this chapter.

“Telehealth” shall have the same meaning as defined in section 453-1.3.

“Terminal disease” means an incurable and irreversible disease that has
been medically confirmed and will, within reasonable medical judgment, pro-
duce death within six months.

“Terminal disease” does not include age or any physical disability or con-
dition that is not likely to, by itself, cause death within six months.

§ -2 Oral and written requests for medication; initiated. An adult who
is capable, is a resident of the State, and has been determined by an attend-
ing provider and consulting provider to be suffering from a terminal disease,
and who has voluntarily expressed the adult’s wish to die, may, pursuant to sec-
tion -9, submit:

(1) Two oral requests, a minimum of twenty days apart; and

(2) One written request,
for a prescription that may be self-administered for the purpose of ending the
adult’s life in accordance with this chapter. The attending provider shall directly,
and not through a designee, receive all three requests required pursuant to this
section.

_ § -3 Form of the written request. (a) A valid written request for a pre-
scription under this chapter shall be substantially in the form described in sec-
tion  -23, and shall be signed and dated by the qualified patient and witnessed
by at least two individuals who, in the presence of the qualified patient, attest
that to the best of their knowledge and belief the qualified patient is of sound
mind, acting voluntarily, and is not being coerced to sign the request.
(b) One of the witnesses shall be a person who is not:
(1) Arelative of the qualified patient by blood, marriage, or adoption;
(2) A person who at the time the request is signed would be entitled to
any portion of the estate of the qualified patient upon death under
any will, trust, or other legal instrument, or by operation of law; or
(3) An owner, operator, or employee of a health care facility where the
qualified patient is receiving medical treatment or is a resident.
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The qualified patient’s attending provider at the time the request is

signed shall not be a witness.
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-4 Attending provider; duties. (a) The attending provider shall:
Make the initial determination of whether a patient has a terminal
disease, is capable of medical decision-making, and has made the
request for the prescription voluntarily;

Require that the patient demonstrate residency pursuant to

section -13;

To ensure that the patient is making an informed decision, inform

the patient of the:

(A) Patient’s medical diagnosis;

(B) Patient’s prognosis;

(C) Potential risks associated with taking the medication to be
prescribed;

(D) Probable result of taking the medication to be prescribed;

(E) Possibility that the individual may choose not to obtain the
medication or may obtain the medication but may decide not
to use it; and

(F) Feasible alternatives or additional treatment opportunities, in-
cluding but not limited to comfort care, hospice care, and pain
control;

Refer the patient to a consulting provider for medical confirmation

of the diagnosis, and for a determination that the patient is capable

and acting voluntarily;

Refer the patient for counseling;

Recommend that the patient notify next of kin;

Counsel the patient about the importance of having another person

present when the qualified patient self-administers the prescription

prescribed pursuant to this chapter and of not self-administering
the prescription in a public place;

Inform the patient that a qualified patient may rescind the request

at any time and in any manner, and offer the qualified patient an op-

portunity to rescind the request at the time of the qualified patient’s

second oral request made pursuant to section ~ -9;

Verify, immediately prior to writing the prescription for medication

under this chapter, that the qualified patient is making an informed

decision;

Fulfill the medical record documentation requirements of

section  -12;

Ensure that all appropriate steps are carried out in accordance with

this chapter prior to writing a prescription for medication to enable

a qualified patient to end the qualified patient’s life pursuant to this

chapter; and

Either:

(A) Dispense medications directly, including ancillary medications
intended to facilitate the desired effect to minimize the patient’s
discomfort; provided that the attending provider is authorized
to dispense controlled substances pursuant to chapter 329, has
a current Drug Enforcement Administration certificate, and
complies with any applicable administrative rules; or

(B) With the qualified patient’s written consent:

(i) Contact a pharmacist of the qualified patient’s choice
and inform the pharmacist of the prescription; and
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(i1) Transmit the written prescription personally, by mail, or
electronically to the pharmacist, who shall dispense the
medication to either the qualified patient, the attending
provider, or an expressly identified agent of the qualified
patient.

(b) Notwithstanding any other provision of law, an attending provider
may sign the qualified patient’s death certificate. The death certificate shall list
the terminal disease as the immediate cause of death.

§ -5 Consulting provider; confirmation. Before a patient is qualified
under this chapter, a consulting provider shall examine the patient and the pa-
tient’s relevant medical records and confirm, in writing, the attending provider’s
diagnosis that the patient is suffering from a terminal disease and the attending
provider’s prognosis, and verify that the patient is capable, is acting voluntarily,
and has made an informed decision.

§ -6 Counseling referral. The attending provider shall refer the pa-
tient for counseling. No medication to end a patient’s life pursuant to this chap-
ter shall be prescribed until the person performing the counseling determines
that the patient is capable, and does not appear to be suffering from undertreat-
ment or nontreatment of depression or other conditions which may interfere
with the patient’s ability to make an informed decision pursuant to this chapter.

§ -7 Informed decision. No qualified patient shall receive a prescrip-
tion for medication to end the qualified patient’s life pursuant to this chapter
unless the qualified patient has made an informed decision. Immediately prior to
writing a prescription under this chapter, the attending provider shall verify that
the qualified patient is making an informed decision.

§ -8 Family notification. The attending provider shall recommend that
the qualified patient notify the qualified patient’s next of kin of the request for
a prescription pursuant to this chapter. A qualified patient who declines or is
unable to notify next of kin shall not have the qualified patient’s request denied
solely for that reason.

-9 Written and oral requests. To receive a prescription for medica-
tion that a qualified patient may self-administer to end the qualified patient’s
life pursuant to this chapter, a qualified patient shall have made an oral request
and a written request, and reiterate the oral request to the qualified patient’s at-
tending provider not less than twenty days after making the initial oral request.
At the time the qualified patient makes the second oral request, the attending
provider shall offer the qualified patient an opportunity to rescind the request.

§ -10 Right to rescind request. A qualified patient may rescind the
request at any time and in any manner without regard to the qualified patient’s
mental state. No prescription under this chapter shall be made available pursu-
ant to section  -4(a)(12) if the attending provider has not offered the qualified
patient an opportunity to rescind the request at the time of the second oral re-
quest made pursuant to section  -9.

§ -11 Waiting periods. Not less than twenty days shall elapse between

the qualified patient’s initial oral request and the taking of steps to make avail-
able a prescription pursuant to section  -4(a)(12). Not less than forty-eight
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hours shall elapse between the qualified patient’s written request and the taking
of steps to make available a prescription pursuant to section  -4(a)(12).

-12 Medical record; documentation requirements. The following
shall be documented or filed in a qualified patient’s medical record:

(1) All oral requests by the qualified patient for a prescription to end
the qualified patient’s life pursuant to this chapter;

(2) All written requests by the qualified patient for a prescription to end
the qualified patient’s life pursuant to this chapter;

(3) The attending provider’s diagnosis and prognosis and determina-
tion that the qualified patient is capable, acting voluntarily, and has
made an informed decision;

(4) The consulting provider’s diagnosis and prognosis and verifica-
tion that the qualified patient is capable, acting voluntarily, and has
made an informed decision;

(5) The counselor’s statement of determination that the patient is ca-
pable, and does not appear to be suffering from undertreatment or
nontreatment of depression or other conditions which may interfere
with the patient’s ability to make an informed decision pursuant to
this chapter;

(6) The attending provider’s offer to the qualified patient to rescind the
patient’s request at the time of the qualified patient’s second oral
request made pursuant to section  -9; and

(7) A statement by the attending provider indicating that all require-
ments under this chapter have been met and indicating the steps
taken to carry out the request, including identification of the medi-
cation prescribed.

-13 Residency requirement. Only requests made by residents of this
State shall be granted under this chapter. Factors demonstrating state residency
include but are not limited to:
(1) Possession of a Hawaii driver’s license or civil identification card;
(2) Registration to vote in Hawaii;
(3) Evidence that the patient owns or leases property in Hawaii; or
(4) Filing of a Hawaii tax return for the most recent tax year.

§ -14 Reporting requirements. (a) Within thirty calendar days of
writing a prescription, the attending provider shall submit a copy of the quali-
fied patient’s written request, as well as copy of all the documentation required
pursuant to section  -12 to the department.

(b) Within thirty calendar days following notification of the qualified
patient’s death from use of a prescribed medication pursuant to this chapter, or
any other cause, the attending provider shall submit any follow-up information
to the documentation required pursuant to section  -12 to the department.

(¢) The department shall annually collect and review all information
submitted pursuant to this chapter. The information collected shall be confi-
dential and shall be collected in such a manner that protects the privacy of all
qualified patients, the qualified patients’ family, and any attending provider, con-
sulting provider, or counselor involved with a qualified patient pursuant to this
chapter. Information collected pursuant to this section by the department shall
not be disclosed, discoverable, or compelled to be produced in any civil, criminal,
administrative, or other proceeding.

(d) On or before July 1, 2019, and each year thereafter, the department
shall create a report of information collected under subsection (c) and vital sta-
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tistics records maintained by the department and shall post the report on the
department’s website. Information contained in the report shall only include:

(1) The number of qualified patients for whom a prescription was writ-
ten pursuant to this chapter;

(2) The numberof known qualified patients who died each year for
whom a prescription was written pursuant to this chapter and the
cause of death of those qualified patients;

(3) The total number of prescriptions written pursuant to this chapter
for the year in which the report was created as well as cumulatively
for all years beginning with 2019;

(4) The total number of qualified patients who died while enrolled in
hospice or other similar palliative care program;

(5) The number of known deaths in Hawaii from a prescription written
pursuant to this chapter per five-thousand deaths in Hawaii;

(6) The number of attending providers who wrote prescriptions pursu-
ant to this chapter;

(7) Of the people who died as a result of self-administering a prescrip-
tion pursuant to this chapter, the individual’s:

(A) Age at death;
(B) Education level;
(C) Race;
(D) Sex;
(E) Type of insurance, if any; and
(F) Underlying illness; and
(8) Any other data deemed appropriate by the department.

-15 Disposal of unused medication. A person who has custody or
control of any unused medication dispensed under this chapter after the death
of a qualified patient shall personally deliver the unused medication for disposal
to the nearest qualified facility that properly disposes of controlled substances,
or if none is available, shall dispose of it by lawful means.

§ -16 Effect on construction of wills or contracts. (a) No provision
in any will or contract, or other agreement, whether written or oral, to the extent
the provision would affect whether a person may make or rescind a request for a
prescription to end the person’s life pursuant to this chapter, shall be valid.

(b) No obligation owing under any currently existing contract shall be
conditioned or affected by the making or rescinding of a request, by a person,
for a prescription to end the person’s life pursuant to this chapter.

§ -17 Insurance or annuity policies. The sale, procurement, or is-
suance of any life, health, or accident insurance or annuity policy or the rate
charged for any such policy shall not be conditioned upon or affected by the
making or rescinding of a request, by a person, for a prescription to end the
person’s life pursuant to this chapter. A qualified patient’s act of using medica-
tion to end the qualified patient’s life pursuant to this chapter shall have no effect
upon a life, health, or accident insurance or annuity policy.

§ -18 Construction of chapter. (a) Nothing in this chapter shall be
construed to authorize a health care provider, health care facility, or any other
person to end a patient’s life by lethal injection, mercy killing, or active eutha-
nasia. Actions taken in accordance with this chapter shall not, for any purpose,
constitute suicide, assisted suicide, mercy killing, murder, manslaughter, negli-
gent homicide, or any other criminal conduct under the law.
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(b) Nothing in this chapter shall be construed to allow a lower standard
of care for qualified patients in the community where the qualified patient is
treated or in a similar community.

§ -19 Immunities; basis for prohibiting health care provider from
participation; notification; permissible sanctions. (a) Except as provided in sec-
tion  -20 and subsection (c):

(1) No person shall be subject to civil or criminal liability or profes-
sional disciplinary action for participating or acting in good faith
compliance with this chapter, including being present when a quali-
fied patient self-administers the prescribed medication to end the
qualified patient’s life pursuant to this chapter;

(2) No professional organization or association, health care provider,
or health care facility shall subject any person to censure, discipline,
suspension, loss of license, loss of privileges, loss of membership,
or other penalty for participating or refusing to participate in good
faith compliance with this chapter;

(3) No request by a qualified patient for a prescription or provision by
a health care provider of -a prescription or medication in good faith
compliance with this chapter shall constitute neglect, harm, self-
neglect, or abuse for any purpose of law or provide the sole basis for
the appointment of a guardian or conservator;

(4) No health care provider or health care facility shall be under any
duty, whether by contract, statute, or any other legal requirement,
to participate in the provision to a qualified patient of a prescrip-
tion or of medication to end the qualified patient’s life pursuant to
this chapter. If a health care provider is unable or unwilling to carry
out a patient’s request under this chapter and the patient transfers
the patient’s care to a new health care provider, the prior health care
provider shall transfer, upon request, a copy of the patient’s relevant
medical records to the new health care provider; and

(5) No health care facility shall be subject to civil or criminal liability
for acting in good faith compliance with this chapter.

(b) Notwithstanding any other provision of law, a health care facility
may prohibit a health care provider from participating in actions covered by
this chapter on the premises of the health care facility if the health care facility
has notified the health care provider of the health care facility’s policy regarding
participation in actions covered by this chapter. Nothing in this subsection shall
prevent a health care provider from providing health care services to a patient
that do not constitute participation in actions covered by this chapter.

(c) Subsection (a) notwithstanding, if the health care facility has noti-
fied the health care provider prior to participation in actions covered by this
chapter that the health care facility prohibits participation on its premises in ac-
tions covered by this chapter, the health care facility may subject the health care
provider to the following sanctions:

(1) Loss of privileges, loss of membership, or other sanction provided
pursuant to the medical staff bylaws, policies, and procedures of the
health care facility if the health care provider is a member of the
health care facility’s medical staff and participates in actions cov-
ered by this chapter while on the premises of the health care facility
other than in the private medical office of the health care provider;

(2) Termination of lease or other property contract or other nonmon-
etary remedies provided by lease contract, not including loss or
restriction of medical staff privileges or exclusion from a provider
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panel, if the health care provider participates in actions covered by

this chapter while on the premises of the health care facility or on

property that is owned by or under the direct control of the health
care facility; or

(3) Termination of contract or other nonmonetary remedies provided

by contract if the health care provider participates in actions covered
by this chapter while acting in the course and scope of the health
care provider’s capacity as an employee or independent contractor
of the health care facility; provided that nothing in this paragraph
shall be construed to prevent:

(A) A health care provider from participating in actions covered by
this chapter while acting outside the course and scope of the
health care provider’s capacity as an employee or independent
contractor; or

(B) A patient from contracting with the patient’s attending provid-
er, consulting provider, or counselor to act outside the course
and scope of those providers’ capacity as an employee or inde-
pendent contractor of the health care facility.

(d) A health care facility that imposes sanctions pursuant to subsection
(c) shall follow all due process and other procedures the health care facility may
have that are related to the imposition of sanctions on a health care provider.

(e) For the purposes of this section:

“Notify” means to deliver a separate statement in writing to a health care
provider specifically informing the health care provider prior to the health care
provider’s participation in actions covered by this chapter of the health care fa-
cility’s policy regarding participation in actions covered by this chapter.

“Participate in actions covered by this chapter” means to perform the du-
ties of an attending provider pursuant to section -4, the consulting provider
function pursuant to section -3, or the counseling referral function or coun-
seling pursuant to section  -6. The term does not include:

(1) Making an initial determination that a patient has a terminal dis-

ease and informing the patient of the medical prognosis;

(2) Providing information about this chapter to a patient upon the re-

quest of the patient;

(3) Providing a patient, upon the request of the patient, with a referral

to another physician; or

(4) Enteringinto a contract with a patient as the patient’s attending pro-

vider, consulting provider, or counselor to act outside of the course

and scope of the health care provider’s capacity as an employee or
independent contractor of a health care facility.

(f) Action taken pursuant to sections -4 through -6 shall not be
the sole basis for disciplinary action under sections 453-8, 465-13, or 467E-12.

§ -20 Prohibited acts; penalties. (2) Any person who intentionally
makes, completes, alters, or endorses a request for a prescription made pursuant
tosection -2, for another person, or conceals or destroys any documentation
of a rescission of a request for a prescription completed by another person, shall
be guilty of a class A felony.

(b) Any person who knowingly coerces or induces a patient by force,
threat, fraud, or intimidation to request a prescription pursuant to section -2,
shall be guilty of a class A felony.

(c) Nothing in this section shall limit any liability for civil damages re-
sulting from any intentional or negligent conduct by any person in violation of
this chapter.
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(d) The penalties in this chapter are cumulative and shall not preclude
criminal penalties pursuant to other applicable state law.

§ -21 Claims by governmental entity for costs incurred. Any govern-
mental entity that incurs costs resulting from a person terminating the person’s
life pursuant to this chapter in a public place shall have a claim against the estate
of the person to recover costs and reasonable attorneys’ fees related to enforcing
the claim.

§ -22 Severability. Any provision of this chapter that is held invalid
as to any person or circumstance shall not affect the application of any other
provision of this chapter that can be given full effect without the invalid provi-
sion or application.

-23  Form of the request. A request for a prescription as authorized
by this chapter shall be in substantially the following form:

“REQUEST FOR MEDICATION TO END MY LIFE

1, , am an adult of sound mind.

I am suffering from , which my attending provider has deter-
mined is a terminal disease and that has been medically confirmed by a consult-
ing provider.

I have received counseling to determine that I am capable and not suf-
fering from undertreatment or nontreatment of depression or other conditions
which may interfere with my ability to make an informed decision.

I have been fully informed of my diagnosis, prognosis, the nature of med-
ication to be prescribed and potential associated risks, the expected result, the
possibility that I may choose not to obtain or not to use the medication, and the
feasible alternatives or additional treatments, including comfort care, hospice
care, and pain control.

I request that my attending provider prescribe medication that I may self-
administer to end my life.

INITIAL ONE:

I have informed my family of my decision and taken their
opinions into consideration.

I have decided not to inform my family of my decision.

I have no family to inform of my decision.

I understand that I have the right to rescind this request at any time.

I understand the full import of this request and I expect to die when I
take the medication to be prescribed. I further understand that although most
deaths occur within three hours, my death may take longer and my attending
provider has counseled me about this possibility.

I make this request voluntarily and without reservation, and I accept full
moral responsibility for my actions.

Signed:

Dated:

DECLARATION OF WITNESSES
We declare that the person signing this request:
(a) Is personally known to us or has provided proof of identity;
(b) Signed this request in our presence;
(c) Appears to be of sound mind and not under duress or to have been
induced by fraud, or subjected to undue influence when signing the
request; and
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(d) Isnot a patient for whom either of us is the attending provider.
Witness Date
Witness Date
NOTE: One witness shall not be a relative (by blood, marriage, or adop-
tion) of the person signing this request, shall not be entitled to any portion of
the person’s estate upon death and shall not own, operate, or be employed at a
health care facility where the person is a patient or resident.”

§ -24 Form of final attestation. (a) A final attestation form shall be
given to a qualified patient at the time an attending provider writes or dispenses
the prescription authorized by this chapter and shall be in substantially the fol-
lowing form:

“FINAL ATTESTATION FOR A REQUEST FOR MEDICATION TO
END MY LIFE

I, , am an adult of sound mind.

I am suffering from . , which my attending provider has deter-
mined is a terminal disease and that has been medically confirmed by a consult-
ing provider.

I have received counseling to determine that T am capable and not suf-
fering from undertreatment or nontreatment of depression or other conditions
which may interfere with my ability to make an informed decision.

T have been fully informed of my diagnosis, prognosis, the nature of med-
ication to be prescribed and potential associated risks, the expected result, the
possibility that I may choose not to obtain or not to use the medication, and
the feasible alternatives or additional treatment options, including comfort care,
hospice care, and pain control.

I understand that I am requesting that my attending provider prescribe
medication that I may self-administer to end my life.

INITIAL ONE:

I have informed my family of my decision and taken their
opinions into consideration.

I have decided not to inform my family of my decision.

I have no family to inform of my decision.

I understand that I have the right to rescind this request at any time.

I understand that I still may choose not to use the medication pre-
scribed and by signing this form I am under no obligation to use the medication
prescribed.

I am fully aware that the prescribed medication will end my life and while
I expect to die when I take the medication prescribed, I also understand that my
death may not be immediate and my attending provider has counseled me about

this possibility.
I make this request voluntarily and without reservation.
Signed:
Dated: ”

(b) The final attestation form shall be completed by the qualified pa-
tient within forty-eight hours prior to the qualified patient self-administration of
the medication prescribed pursuant to this chapter. Upon the qualified patient’s
death, the completed final attestation form shall be delivered by the qualified
patient’s health care provider, family member, or other representative to the at-
tending provider for inclusion in the qualified patient’s medical record.
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§ -25 Annual report. The department shall submit to the legislature
an annual report no later than twenty days prior to the convening of each regu-
lar session. The report shall include but not be limited to:

(1) An annual analysis of the implementation of this chapter, including

any implementation problems; and

(2) Any proposed legislation.”

SECTION 4. Section 327E-13, Hawaii Revised Statutes, is amended by
amending subsection (c) to read as follows:

“(c) This chapter shall not authorize mercy killing, assisted suicide, eu-
thanasia, or the provision, withholding, or withdrawal of health care, to the ex-
tent pI’Ohlblted by other statutes of this State[-]; prov1ded that this subsection

shall not apply to actions taken under chapter

SECTION 5. Section 327H-2, Hawaii Revised Statutes, is amended by
amending subsection (b) to read as follows:
“(b) Nothing in this section shall be construed to:

(1) Expand the authorized scope of practice of any licensed physician;
(2) Limit any reporting or disciplinary provisions applicable to licensed
physicians and surgeons who violate prescribing practices; and

(3) Prohibit the discipline or prosecution of a licensed physician for:

(A) Failing to maintain complete, accurate, and current records
that document the physical examination and medical history
of a patient, the basis for the clinical diagnosis of a patient,
and the treatment plan for a patient;

(B) Writing false or fictitious prescriptions for controlled sub-
stances scheduled in the Federal Comprehensive Drug Abuse
Prevention and Control Act of 1970, 21 United States Code
801 et seq. or in chapter 329;

(C) Prescribing, administering, or dispensing pharmaceuticals
in violation of the provisions of the Federal Comprehensive
Drug Abuse Prevention and Control Act of 1970, 21 United
States Code 801 et seq. or of chapter 329;

(D) Diverting medications prescribed for a patient to the licensed
physician’s own personal use; and

(E) Causing, or assisting in causing, the suicide, euthanasia, or
mercy killing of any individual; provided that [#]:

(i) Itisnot “causing, or assisting in causing, the suicide, eu-
thanasia, or mercy killing of any individual” to prescrlbe
dispense, or administer medical treatment for the purpose
of treating severe acute pain or severe chronic pain, even
if the medical treatment may increase the risk of death,
so long as the medical treatment is not also furnished for
the purpose of causing, or the purpose of assisting in
causing, death for any reason[:]; and

(i) This subparagraph shall not apply to actions taken under
chapter _.”

SECTION 6. Section 707-701.5, Hawaii Revised Statutes, is amended by
amending subsection (1) to read as follows:

“(1) Except as provided in section 707-701, a person commits the offense
of murder in the second degree if the person intentionally or knowingly causes
the death of another person[- ], prov1ded that this section shall not apply to ac-
tions taken under chapter
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SECTION 7. Section 707-702, Hawaii Revised Statutes, is amended by
amending subsection (1) to read as follows:

“(1) A person commits the offense of manslaughter if:

(a) The person recklessly causes the death of another person; or

(b) The person intentionally causes another person to commit suicidel[:];

provided that this section shall not apply to actions taken under chapter .’

SECTION 8. The department of health shall form an advisory group
consisting of a designee of the department and no fewer than five other mem-
bers, which shall include, at least, one palliative care specialist, hospice care spe-
cialist, medical educator, and a non-medical member of the community. The
advisory group shall provide advice to the department to facilitate the imple-
mentation of chapter  , Hawaii Revised Statutes, including:

(1) The data set to be collected and tracked by the department;

(2) The preparation of appropriate forms and checklists for use by at-

tending providers, consulting providers, and counselors; and

(3) Otherwise assisting the department with the implementation of

chapter  , Hawaii Revised Statutes.

SECTION 9. This Act does not affect rights and duties that matured,
penalties that were incurred, and proceedings that were begun before its effective
date.

SECTION 10. If any provision of this Act, or the application thereof to
any person or circumstance, is held invalid, the invalidity does not affect other
provisions or applications of the Act that can be given effect without the invalid
provision or application, and to this end the provisions of this Act are severable.

SECTION 11. Statutory material to be repealed is bracketed and strick-
en. New statutory material is underscored.

SECTION 12. This Act shall take effect on January 1, 2019; provided
that section 8 shall take effect upon approval.

(Approved April 5, 2018.)

ACT 3 H.B. NO. 1653

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

SECTION 1. The purpose of this Act is to abolish the revolving funds
for correctional facility stores account of the department of public safety, pur-
suant to the recommendation by the auditor in auditor’s report no. 17-11, and
to transfer the unencumbered balances to the administrator/inmate activity ac-
count trust account.

SECTION 2. The revolving funds for correctional facility stores account
is abolished and any remaining unencumbered balances shall lapse to the
administrator/inmate activity account trust account.

SECTION 3. This Act shall take effect upon its approval.
(Approved April 24, 2018.)
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ACT 4 H.B. NO. 2493

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

SECTION 1. During the regular session of 2017, the legislature appro-
priated moneys to the department of health to establish an eleventh epidemi-
ologist position. However, section 321-4.3, Hawaii Revised Statutes, limits the
director of health to establishing only up to ten permanent or temporary posi-
tions for epidemiologists, without regard to chapter 76, Hawaii Revised Statutes.

The purpose of this Act is to amend section 321-4.3, Hawaii Revised Stat-
utes, to provide the director of health with greater operational flexibility.

SECTION 2. Section 321-4.3, Hawaii Revised Statutes, is amended to
read as follows:

“I1§321-4.3[}] Epidemiologists. The department of health may establish
[ep-te-ten| permanent or temporary exempt positions known as epidemiologists
for the purpose of investigating diseases and injuries which threaten the public
health and safety. The positions shall be appointed by the director without re-
gard to chapter 76.”

SECTION 3. Statutory material to be repealed is bracketed and stricken.

SECTION 4. This Act shall take effect upon its approval.
(Approved April 24, 2018.)

ACT 5 S.B. NO. 2939

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

SECTION 1. In 2014, the public utilities commission issued a landmark
white paper titled “Commission’s Inclinations on the Future of Hawaii’s Electric
Utilities: Aligning the Utility Business Model with Customer Interests and Pub-
lic Policy Goals”. The white paper offered “perspectives on the vision, business
strategies and regulatory policy changes required to align the HECO Compa-
nies’ business model with customers’ interests and the state’s public policy goals.”

The legislature finds that improving the alignment of utility customer
and company interests is critical to ensuring that Hawaii’s residents and busi-
nesses do not suffer economic and environmental harm from the State’s energy
systems. At the same time, this realignment is critical to ensure the ongoing vi-
ability of the State’s regulated electric utilities, as they face increasing need to
rapidly adapt business models and strategies that enable new innovations and
customer choices.

Furthermore, the legislature finds that this realignment has entered a
period of extraordinary urgency. The commission’s white paper noted that the
State’s utilities must rapidly create a twenty-first century generation system,
modernize transmission and distribution grids, and implement new rate struc-
tures in concert with changes to the outdated regulatory compact. The legis-
lature agrees with the public utilities commission that “electric utilities need to
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move with urgency to modernize the generation system on each island grid as
delays are lost savings opportunities”.

To that end, some of the State’s utilities have recently proposed modern-
ization plans. Those plans would ultimately result in a dramatic reduction in fos-
sil fuel consumption, as fossil fuels are replaced by renewable energy resources.
However, this change would be accompanied by an equally dramatic change in
how utility revenues are expended. As fewer funds are spent to purchase fossil
fuels, those funds will be redirected to capital projects. This is a benefit to resi-
dents and businesses, insofar as fixed-cost renewable energy projects can reduce
the risk of consumers facing volatile fossil fuel costs. Renewable energy resources
have also entered a new paradigm where in many cases they can lower energy
costs in comparison to fossil fuel use.

However, the existing regulatory compact rewards utilities for increasing
capital expenditures by basing allowed revenues on the value of the rate base,
irrespective of utility performance. This same business and revenue model has
been in place for over a century. The Wall Street Journal explained that “the
more [utilities] spend, the more profits they earn”, and called this “a regulatory
system that turns corporate accounting on its head”.

The legislature is concerned that the existing regulatory compact mis-
aligns the interests of customers and utilities because it may result in a bias to-
ward expending utility capital on utility-owned projects that may displace more
efficient or cost-effective options, such as distributed energy resources owned by
customers or projects implemented by independent third parties.

The legislature concludes that it must ensure a change to the regulatory
compact to promote decisions and strategies that will maximize public benefit,
reduce ratepayer risk, and meet Hawaii’s energy goals.

The legislature also finds that, although some utility performance incen-
tives are being considered in existing dockets at the public utilities commission,
any resulting performance incentives have not been transformative in urgently
moving electric utilities toward the State’s ambitious energy policy goals. The
legislature further finds that the responsibility for aligning investor-owned utility
regulatory policies with customers’ interests and the State’s public policy goals
is not limited to the public utilities commission, but more broadly rests with the
state and county governments that represent the public interest. The regulatory
framework under which utilities operate and the scope of regulation by the pub-
lic utilities commission are established by the legislature, which holds the exclu-
sive authority to issue, amend, or revoke franchise rights that permit utilities to
operate in the State.

The purpose of this Act is to protect consumers by proactively ensuring
that the existing utility business and regulatory model will be updated for the
twenty-first century by requiring that electric utility rates be considered just and
reasonable only if the rates are derived from a performance-based model for
determining utility revenues.

SECTION 2. This Act shall be known as the Hawaii Ratepayer Protec-
tion Act.

SECTION 3. Chapter 269, Hawaii Revised Statutes, is amended by add-
ing a new section to part I to be appropriately designated and to read as follows:

“§269-  Performance incentive and penalty mechanisms. (a) On or be-
fore January 1, 2020, the public utilities commission shall establish performance
incentives and penalty mechanisms that directly tie an electric utility revenues
to that utility’s achievement on performance metrics and break the direct link
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between allowed revenues and investment levels. The performance incentives and
penalty mechanisms, as may be amended by the public utilities commission from
time to time, shall apply to the regulation of electric utility rates under section
269-16. :

(b) In developing performance incentive and penalty mechanisms, the
public utilities commission’s review of electric utility performance shall consider,
but not be limited to, the following:

(1) The economic incentives and cost-recovery mechanisms described

in section 269-6(d);

(2) Volatility and affordability of electric rates and customer electric
bills;

(3) Electric service reliability;

(4) Customer engagement and satisfaction, including customer options
for managing electricity costs;

(5) Access to utility system information, including but not limited to
public access to electric system planning data and aggregated cus-
tomer energy use data and individual access to granular information
about an individual customer’s own energy use data;

(6) Rapid integration of renewable energy sources, including quality in-
terconnection of customer-sited resources; and

(7) Timely execution of competitive procurement, third-party intercon-
nection, and other business processes.

(c¢) This section shall not apply to a member-owned cooperative electric

utility.”

SECTION 4. New statutory material is underscored.!

SECTION 5. This Act shall take effect on July 1, 2018.
(Approved April 24, 2018.)
Note

1. Edited pursuant to HRS §23G-16.5.

ACT 6 H.B. NO. 1654

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

SECTION 1. The purpose of this Act is to abolish the office of com-
munity services special fund of the department of labor and industrial relations
pursuant to the recommendation by the auditor in auditor’s report no. 17-12 and
to transfer the unencumbered balances to the general fund.

SECTION 2. The office of community services special fund is abolished
and any remaining unencumbered balance shall lapse to the general fund.

SECTION 3. This Act shall take effect on July 1, 2018.
(Approved April 24, 2018.)
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ACT7 H.B. NO. 1725

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

SECTION 1. Section 89-4, Hawaii Revised Statutes, is amended to read
as follows:

“§89-4 Payroll deductions. (a) Upon receiving from an exclusive repre-
sentative a written statement specifying the amount of regular dues required of
its members in the appropriate bargaining unit, the employer shall deduct this
amount from the payroll of every member employee in the appropriate bargain-
ing unit and remit the amount to the exclusive representative. Additionally, the
employer shall deduct an amount equivalent to the regular dues from the payroll
of every nonmember employee in the appropriate bargaining unit, and shall re-
mit the amount to the exclusive representative; provided that the deduction from
the payroll of every nonmember employee shall be made only for an exclusive
representative [whieh] that provides for a procedure for determining the amount
of a refund to any employee who demands the return of any part of the deduc-
tion [which] that represents the employee’s pro rata share of expenditures made
by the exclusive representative for activities of a political and ideological nature
unrelated to terms and conditions of employment. If a nonmember employee
objects to the amount to be refunded, the nonmember employee may petition
the board for review thereof within fifteen days after notice of the refund has
been received. If an employee organization is no longer the exclusive representa-
tive of the appropriate bargaining unit, the deduction from the payroll of mem-
bers and nonmembers shall terminate.

(b) The employer shall, upon written authorization by an employee, ex-
ecuted at any time after the employee’s joining an employee organization, deduct
from the payroll of the employee the amount of membership dues, initiation
fees, group insurance premiums, and other association benefits and shall remit
the amount to the employee organization designated by the employee.

(¢) The employer shall continue all payroll assignments authorized by
an employee prior to July 1, 1970, and all assignments authorized under sub-
section (b) until the employee provides written notification [is-submitted-by-an
employee] within thirty days before the anniversary date of the employee’ ex-
ecution of the written authorization under subsection (b), to the employee’s ex-
clusive representative to discontinue the employee’s assignments. The employee’s
exclusive representative shall provide a copy of the employee’s written notifica-
tion to the employer within ten business days of receipt from the employee.

(d)_If any provision of this section, or application thereof to any person
or circumstances, is held invalid, the remainder of the section, or the application
of the provision to other persons or circumstances, shall not be affected thereby.”

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

SECTION 3. This Act shall take effect upon its approval,
(Approved April 24, 2018.)

36



ACT 10

ACT 8 H.B. NO. 1624

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

SECTION 1. Act 152, Session Laws of Hawaii 2017, is amended by
amending section 12 to read as follows:

“SECTION 12. This Act shall take effect on July 1, 2017; provided that
sections 7, 8, and 9 shall take effect on [January352649-] January 1, 2020.”

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

SECTION 3. This Act shall take effect on July 1, 2018.
(Approved May 1, 2018.)

ACT9 H.B. NO. 2275

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

SECTION 1. Chapter 206E, Hawaii Revised Statutes, is amended by
adding a new section to part II to be appropriately designated and to read as
follows:

“8§206E- Roads; county standards. (a) Any owner or owners who
charge a fee for the use of all or any portion of a private street, highway, or thor-
oughfare that is located within the Kakaako community development district and
used continuously by the general public for a period of not less than six months,
shall be responsible for the costs of conforming and maintaining that private
street, highway, or thoroughfare to meet the construction and maintenance stan-
dards established for county highways, pursuant to section 46-1.5(19)(A) and sec-
tion 265A-1 by the county in which the development district is located.

(b) Private streets, highways, or thoroughfares used solely by the owner
or employees of the owner shall be exempt from this section.”

SECTION 2. New statutory material is underscored.’

SECTION 3. This Act shall take effect upon its approval, and shall be
repealed on June 30, 2023.

(Approved May 1, 2018.)
Note

1. Edited pursuant to HRS §23G-16.5.

ACT 10 H.B. NO. 2114

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

SECTION 1. Section 89-9, Hawaii Revised Statutes, is amended by
amending subsection (d) to read as follows:
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“(d) Excluded from the subjects of negotiations are matters of classifica-
tion, reclassification, benefits of but not contributions to the Hawaii employer-
union health benefits trust fund, recruitment, examination, initial pricing, and
retirement benefits except as provided in section 88-8(h). The employer and the
exclusive representative shall not agree to any proposal [whieh] that would be
inconsistent with the merit principle or the principle of equal pay for equal work
pursuant to section 76-1 or [whiek] that would interfere with the rights and obli-
gations of a public employer to:

(1) Direct employees;

(2) Determine qualifications, standards for work, and the nature and

contents of examinations;

(3) Hire, promote, transfer, assign, and retain employees in positions;

(4) Suspend, demote, discharge, or take other disciplinary action

against employees for proper cause;

(5) Relieve an employee from duties because of lack of work or other

legitimate reason;

(6) Maintain efficiency and productivity, including maximizing the use

of advanced technology, in government operations;

(7) Determine methods, means, and personnel by which the employer’s

operations are to be conducted; and

(8) Take [sueh] actions as may be necessary to carry out the missions of

the employer in cases of emergencies.

This subsection shall not be used to invalidate provisions of collective
bargaining agreements in effect on and after June 30, 2007, and except as other-
wise provided in this chapter, shall not preclude negotiations over the implemen-

tation of management decisions that affect terms and conditions of employment

that are subject to collective bargaining. Further, this subsection shall not pre-
clude negotiations over the procedures and criteria on promotions, transfers,

assignments, demotions, layoffs, suspensions, terminations, discharges, or other

disciplinary actions as [a-permissive-subjeet] subjects of bargaining during collec-
tive bargaining negotiations or negotiations over a memorandum of agreement,

memorandum of understanding, or other supplemental agreement|:]; provided

that such obligation shall not compel either party to agree to a proposal or make

a concession.
Violations of the procedures and criteria so negotiated may be subject to
the grievance procedure in the collective bargaining agreement.”

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

SECTION 3. This Act shall take effect upon its approval.
(Approved May 1, 2018.)

ACT 11 H.B. NO. 2587

A Bill for an Act Relating to Taxation.

Be It Enacted by the Legislature of the State of Hawaii:
SECTION 1. Section 46-16.8, Hawaii Revised Statutes, is amended by
amending subsection (c) to read as follows:

“(c) Each county that has not established a surcharge on state tax prior
to July 1, 2015, may establish the surcharge at the rates enumerated in sections
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237-8.6 and 238-2.6. A county electing to establish this surcharge shall do so by
ordinance; provided that:

(1) No ordinance shall be adopted until the county has conducted a

public hearing on the proposed ordinance;

(2) The ordinance shall be adopted prior to March 31, [2048:] 2019; and

(3) No county surcharge on state tax that may be authorized under this

subsection shall be levied prior to January 1, 2019, or after Decem-
ber 31, 2030.

A county electing to exercise the authority granted under this subsection
shall notify the director of taxation within ten days after the county has adopted
a surcharge on state tax ordinance. Beginning on January 1, 2019, or January 1,
2020, as applicable pursuant to sections 237-8.6 and 238-2.6, the director of tax-
ation shall levy, assess, collect, and otherwise administer the county surcharge
on state tax.”

SECTION 2. Section 237-8.6, Hawaii Revised Statutes, is amended by
amending subsection (b) to read as follows:

“(b) Each county surcharge on state tax that may be adopted or extended
pursuant to section 46-16.8 shall be levied beginning in a taxable year after the
adoption of the relevant county ordinance; provided that no surcharge on state
tax may be levied:

(1) Prior to:

(A) January 1, 2007, if the county surcharge on state tax was estab-
lished by an ordinance adopted prior to December 31, 2005;
[of]

(B) January 1, 2019, if the county surcharge on state tax was estab-
lished by the adoption of an ordinance after June 30, 2015, but
prior to [Mareh34;] June 30, 2018; [and] or

(C) January 1, 2020, if the county surcharge on state tax was es-

tablished by the adoption of an ordinance on or after June 30,
2018, but prior to March 31, 2019; and

(2) After December 31, 2030.”

SECTION 3. Section 238-2.6, Hawaii Revised Statutes, is amended by
amending subsection (b) to read as follows:

“(b) Each county surcharge on state tax that may be adopted or extend-
ed shall be levied beginning in a taxable year after the adoption of the relevant
county ordinance; provided that no surcharge on state tax may be levied:

(1) Prior to:

(A) January 1, 2007, if the county surcharge on state tax was estab-
lished by an ordinance adopted prior to December 31, 2005;
[of]

(B) January 1, 2019, if the county surcharge on state tax was estab-
lished by the adoption of an ordinance after June 30, 2015, but
prior to [Mareh31;] June 30, 2018; [and] or

(C) January 1, 2020, if the county surcharge on state tax was es-
tablished by the adoption of an ordinance on or after June 30,

2018, but prior to March 31, 2019: and
(2) After December 31, 2030.”

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

SECTION 5. This Act shall take effect upon its approval.
(Approved May 4, 2018.)
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ACT 12 S.B. NO. 192

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

PART I

SECTION 1. Notwithstanding the provisions of chapter 328L, Hawaii
Revised Statutes, all non-participating manufacturer adjustment moneys re-
ceived by the State in calendar year 2018 that relate to compliance with the to-
bacco master settlement agreement from calendar years 2004 to 2017 and have
been withheld from the State during any disputed years shall be deposited into
the emergency and budget reserve fund established pursuant to section 328L-3,
Hawaii Revised Statutes.

SECTION 2. The legislature enacted Act 84, Session Laws of Hawaii
2015, which converted funding for department of land and natural resources
programs from special funds to general funds. The legislature finds that there is
$15,307,518 unencumbered in the natural area reserve fund, established under
section 195-9, Hawaii Revised Statutes. On July 1, 2018, the director of finance
shall transfer from the natural area reserve fund to the general fund the sum of
$15,307,518 or so much thereof as may be necessary for fiscal year 2018-2019.

SECTION 3. The legislature finds that there is at least $18,929,462 in
excess of the requirements of the tobacco settlement special fund. Notwith-
standing the provisions of chapter 3281, Hawaii Revised Statutes, this sum shall
be utilized to provide revenue to the Hawaii tobacco prevention and control
trust fund, established under section 3281.-5, Hawaii Revised Statutes, and the
university revenue-undertakings fund, established under section 304A-2167.5,
Hawaii Revised Statutes, to supplant any losses that result from any discount or
reduction taken against regular master settlement agreement payments received
by the State between calendar year 2018 and calendar year 2022; provided that
the Hawaii tobacco prevention and control trust fund shall have priority over
other programs in the event that any remaining sums are insufficient to supplant
reductions.

PART I1

SECTION 4. The legislature finds that the county of Kauai and portions
of the city and county of Honolulu suffered a disastrous occurrence of heavy
rains and flooding in April 2018, that caused extensive damage to the slopes
adjacent to Kuhio Highway and impacted the communities of Wainiha, Haena,
and other regions in the county of Kauai, as well as other areas of the State,
thereby endangering the health, safety, and welfare of the people. This severe,
sudden, and extraordinary weather event of heavy rains and flooding has caused
damage, losses, and suffering, which has affected the health, welfare, and living
conditions of a substantial number of persons, and is of such a serious nature as
to warrant rehabilitative assistance from the State.

The purpose of this part is to appropriate funds to the department of
defense for disaster relief efforts in the county of Kauai and other areas of the
State that have been adversely impacted by the extraordinary weather event that
occurred in April 2018.
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SECTION 5. There is appropriated out of the general revenues of the
State of Hawaii the sum of $100,000,000 or so much thereof as may be necessary
for fiscal year 2017-2018 to protect the health, safety, and welfare of the people,
and provide relief from disaster damages, losses, and suffering caused by the
extraordinary weather event that produced torrential rains and resultant flood-
ing in the county of Kauai in April 2018.

The sum appropriated shall be allotted to the department of defense and
expended by the adjutant general solely for the express stated purposes of this
part; provided that the moneys appropriated pursuant to this section shall not
lapse at the end of the fiscal year for which the moneys have been appropriated;
provided further that any moneys appropriated pursuant to this section that are
unencumbered as of June 30, 2019, shall lapse on that date.

SECTION 6. There is appropriated out of the general revenues of the
State of Hawaii the sum of $25,000,000 or so much thereof as may be necessary
for fiscal year 2017-2018 to protect the health, safety, and welfare of the people,
and provide relief from disaster damages, losses, and suffering caused by the
extraordinary weather event that produced torrential rains and resultant flood-
ing in areas of the State other than the county of Kauai in April 2018.

The sum appropriated shall be allotted to the department of defense and
expended by the adjutant general solely for the express stated purposes of this
part; provided that the moneys appropriated pursuant to this section shall not
lapse at the end of the fiscal year for which the moneys have been appropriated;
provided further that any moneys appropriated pursuant to this section that are
unencumbered as of June 30, 2019, shall lapse on that date.

SECTION 7. (a) Moneys appropriated pursuant to this part shall be ex-
pended in accordance with section 127A-12(b), Hawaii Revised Statutes, as the
adjutant general and governor deem appropriate.

(b) The appropriations and expenditures made pursuant to this part
shall not be subject to the expenditure limitations established in section 127A-16,
Hawaii Revised Statutes.

PART 111

SECTION 8. This Act shall take effect upon its approval.
(Approved May 10, 2018.) )

ACT 13 S.B. NO. 270

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

SECTION 1. The legislature finds that the American Psychological As-
sociation convened a task force on appropriate therapeutic responses to sexual
orientation. The task force conducted a systematic review of peer-reviewed jour-
nal literature on sexual orientation change efforts. The task force concluded that
sexual orientation change efforts are unlikely to be successful and involve risk of
harm to lesbian, gay, and bisexual individuals, including depression, suicidality,
loss of sexual feeling, anxiety, shame, negative self-image, and other negative
feelings and behaviors. The legislature further finds that children and adoles-
cents who participate in these types of sexual orientation change efforts, which
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often use fear-based techniques, are given inaccurate scientific information re-
garding sexual orientation and gender identity and are also at risk of increased
self-stigma and psychological distress.

The legislature additionally finds that sexual orientation change efforts
are opposed by the country’s leading medical and mental health professional
organizations, including the American Psychological Association, American
Medical Association, American Academy of Pediatrics, American Psychiatric
Association, National Association of Social Workers, American College of Ob-
stetricians and Gynecologists, and American Academy of Child and Adolescent
Psychiatry.

The purpose of this Act is to:

(1) Protect the physical and psychological well-being of minors, includ-
ing lesbian, gay, bisexual, and transgender youth, against exposure
to serious harms caused by sexual orientation change efforts by
regulating the conduct of specific state-licensed persons who pro-
vide professional counseling to minors under the age of eighteen
and prohibiting these professionals from engaging in, attempting to
engage in, or advertising the offering of sexual orientation change
efforts on persons under eighteen years of age; and

(2) Establish the sexual orientation counseling task force to address the
concerns of minors seeking counseling on sexual orientation, gen-
der identity, gender expressions, and related behaviors.

SECTION 2. The Hawaii Revised Statutes is amended by adding a new
chapter to title 25 to be appropriately designated and to read as follows:

“CHAPTER
SEXUAL ORIENTATION CHANGE EFFORTS

§ -1 Sexual orientation change efforts prohibited; advertising prohib-
ited. (a) No person who is licensed to provide professional counseling shall:

(1) Engage in or attempt to engage in sexual orientation change efforts

on a person under eighteen years of age; or

(2) Advertise the offering of sexual orientation change efforts on a per-

son under eighteen years of age.

(b) Any person who is licensed to provide professional counseling who
engages in or attempts to engage in the offering of sexual orientation change
efforts on a person under eighteen years of age shall be subject to disciplinary
action by the appropriate professional licensing authority.

(¢) For purposes of this section:

“Advertise” means a communication made by or on behalf of a person
who is licensed to provide professional counseling, made for the purpose of in-
ducing or promoting a professional counseling relationship in which sexual ori-
entation change efforts will be undertaken on a person under the age of eighteen.
“Advertise” includes oral, written, graphic, or pictorial statements or representa-
tions, including those made through any electronic or print medium.

“Person who is licensed to provide professional counseling” means a
person who performs counseling as part of the person’s professional training,
including a physician, especially one practicing psychiatry, licensed pursuant to
chapter 453; psychologist licensed pursuant to chapter 465; nurse licensed pur-
suant to chapter 457; social worker licensed pursuant to chapter 467E; licensed
mental health counselor licensed pursuant to chapter 453D; or licensed marriage
and family therapist licensed pursuant to chapter 451J.
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“Sexual orientation change efforts” means the practice of attempting
to change a person’s sexual orientation, including but not limited to efforts to
change gender identity or gender expressions and behaviors; or to reduce or
eliminate sexual or romantic attractions or feelings toward a person of the same
gender.

“Sexual orientation change efforts” shall not include counseling support-
ing a person seeking to transition from one gender to another or counseling that:

(1) Provides acceptance, support, and understanding of a person or

facilitates a person’s coping, social support, and identity explora-
tion and development, including sexual orientation-neutral inter-
ventions to prevent or address unlawful conduct or unsafe sexual
practices; and

(2) Does not seek to change sexual orientation, gender identity, or gen-

der expression.”

SECTION 3. (a) There is established within the department of health,
the sexual orientation counseling task force. The task force shall address the
concerns of minors seeking counseling on sexual orientation, gender identity,
gender expressions, and related behaviors. The task force shall submit a report
with findings and recommendations, including proposed legislation, to the legis-
lature no later than twenty days prior to the convening of the regular session of
2019. The report shall address and include:

(1) Current counseling practices in Hawaii and nationwide for minors,
including counseling on sexual orientation, gender identity, gender
expression, and related behaviors;

(2) Studies by nationally accredited institutions or government agen-
cies regarding the availability of counseling for minors on issues re-
garding sexual orientation, gender identity, gender expression, and
related behaviors;

(3) An analysis of the availability of minor-initiated counseling on
sexual orientation, gender identity, gender expression, and related
behaviors; and

(4) Proposed leglslatlon to provide accessible and appropriate counsel-
1ng to minors on issues regarding sexual orientation, gender iden-
tity, gender expression, and related behaviors.

(b) The director of health, or the director’s designee, shall be the chair

of the sexual orientation counsehng task force. The task force shall include:

(1) Three members to be selected by the governor; provided that two
members shall be from the mental health industry;

(2) Two members to be selected by the president of the senate;

(3) Two members to be selected by the speaker of the house of
representatives;

(4) Two members to be selected by the director of health;

(5) Two members to be selected by the superintendent of education;
and

(6) One member to be selected by the attorney general.

The members of the task force shall serve without compensation,
but shall be reimbursed by the department of health for necessary expenses, in-
cluding travel expenses, incurred for service on the task force. No member of the
task force shall be made subject to section 84-17, Hawaii Revised Statutes, solely
because of that member’s participation on the task force. The task force shall be
exempt from chapter 92, Hawaii Revised Statutes.

(d) The sexual orientation counseling task force shall dissolve on June
30, 2019.
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SECTION 4. This Act does not affect rights and duties that matured,
penalties that were incurred, and proceedings that were begun before its effective
date.

SECTION 5. If any provision of this Act, or the application thereof to
any person or circumstance, is held invalid, the invalidity does not affect other
provisions or applications of the Act that can be given effect without the invalid
provision or application, and to this end the provisions of this Act are severable.

SECTION 6. This Act shall take effect on July 1, 2018.
(Approved May 25, 2018.)

ACT 14 H.B. NO. 2501

A Bill for an Act Relating to the University of Hawaii Community College
Promise Program.

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

SECTION 1. An educated labor force and engaged citizenry are essential
in today’s global, knowledge-based economy. Across the nation, states have set
ambitious goals to boost college completion rates. The University of Hawaii’s
graduation initiative is a systemwide strategic initiative, endorsed by the Univer-
sity of Hawaii board of regents, with a goal to increase the educational capital of
the State by increasing participation in, and completion of, college by students,
particularly Native Hawaiians, low-income students, and those from under-
served regions and populations, and preparing them for success in the workforce
and their communities.

Moneys allocated for the University of Hawaii’s community college
promise program in the state budget in 2017 helped provide scholarship oppor-
tunities to one thousand community college students. This success demonstrates
that the permanent establishment of the program is warranted at the community
college level.

The State’s 55 by "25 campaign goal focuses on increasing the percentage
of working-age adults with two- or four-year degrees to fifty-five per cent by
2025. According to the most recent data available, forty-four per cent of Hawaii’s
working age adults have a postsecondary degree. As the State’s sole system of
public higher education, the University of Hawaii is committed to doing its part
to close the State’s projected educational attainment gap.

In April 2016, the Institute for Research on Higher Education at the Uni-
versity of Pennsylvania Graduate School of Education issued a study that ana-
lyzed college costs in relation to family income level. The study revealed how the
cost of higher education has changed from expensive to unaffordable for most
low- and middle-income families. According to the study, Hawaii ranked third
in the nation for overall college affordability. The study also noted that the Uni-
versity of Hawail community colleges are the most affordable public two-year
institutions in the nation.

However, the study acknowledged that despite Hawaii’s overall high af-
fordability ranking, attending college was a large expense for families earning
less than $30,000 annually; that Hawaii’s financial aid policies did little to allevi-
ate costs for these families; and that the State provided minimal need-based aid
to students attending public institutions.
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University of Hawaii policy requires that a minimum percentage of tu-
ition revenue be set aside for need-based scholarships, including 8.8 per cent
at the community colleges. The University of Hawaii provided $6,300,000 in
tuition-funded financial aid at the community colleges during the 2014-2015
school year. Despite financial aid from sources such as Pell grants, University of
Hawaii and private scholarships, the GI Bill for service members and veterans,
and employers, cost still poses a barrier for certain students with financial need.

The purpose of this Act is to address a statewide concern by codifying
the Hawaii community college promise program to provide scholarships for the
unmet direct cost needs of qualified students enrolled at any University of Ha-
waii community college campus and by appropriating funds to establish and
implement the program.

SECTION 2. Chapter 304A, Hawaii Revised Statutes, is amended by
adding a new section to part I, subpart B, to be appropriately designated and
to read as follows:

“8304A-A Hawaii community college promise program; established. (a)
Notwithstanding section 304A-501, there is established the Hawaii community
college promise program to be administered by the board of regents. The pro-
gram shall provide scholarships for the unmet direct cost needs of qualified stu-
dents enrolled at any community college campus of the University of Hawaii.

(b) A student enrolled at a community college campus shall be eligible
for scholarship consideration for a maximum of eight semesters if the student:

(1) Qualifies for Hawaii resident tuition;

(2) Completes and submits the Free Application for Federal Student
Aid for each academic year and accepts all federal and state aid,
grants, scholarships, and other funding sources that do not require
repayment;

(3) Is enrolled in a classified degree or certificate program with six or
more credits per semester;

(4) Maintains satisfactory academic progress, as defined by federal re-
quirements established pursuant to Title IV of the Higher Educa-
tion Act of 1965, as amended, and determined by the campus at
which the student is enrolled; and

(5) Has been determined by the campus to have unmet direct cost needs.

(c) Scholarships shall be awarded to the extent possible based on avail-
able funds and on a greatest need basis. An award granted to a student shall be
equal to the student’s unmet direct cost need, based on the Free Application for
Federal Student Aid calculation of need, less the amounts available to the stu-
dent from Pell grants and other scholarships.

(d) To maintain a scholarship under this section, a student shall meet
the requirements of subsection (b)(4).

(e) As used in this section, “direct cost” means any cost directly related
to a student’s education, including tuition; educational fees; and the costs of
books, supplies, and transportation between the student’s dwelling and the stu-
dent’s campus.”

SECTION 3. Chapter 304A, Hawaii Revised Statutes, is amended by
adding a new section to part V, subpart B, to be appropriately designated and to
read as follows:

“§304A-B Hawaii community college promise program subaccount. (a)
There is established the Hawaii community college promise program subaccount
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within the University of Hawaii general fund. Moneys in the subaccount shall be
used to provide financial assistance to qualified students through Hawaii com-
munity college promise program scholarships under section 304A-A.

(b) The University of Hawaii shall submit a report to the legislature no
later than twenty days prior to the convening of each regular session regarding
the subaccount. The report shall include but not be limited to the number of
scholarships provided under the Hawaii community college promise program
during the preceding year. '

(c) This subaccount is not intended to provide loans or keep track of
payback provisions.”

SECTION 4. There is appropriated out of the general revenues of the
State of Hawaii the sum of $700,000 or so much thereof as may be necessary for
fiscal year 2018-2019 to be deposited into the Hawaii community college promise
program subaccount.

SECTION 5. There is appropriated out of the Hawaii community college
promise program subaccount the sum of $700,000 or so much thereof as may
be necessary for fiscal year 2018-2019 to establish and implement the Hawaii
community college promise pfogram, including the provision of the program’s
scholarships, at the community college campuses of the University of Hawalii.

The sum appropriated shall be expended by the University of Hawaii for
the purposes of this Act.

SECTION 6. In codifying the new sections added by sections 2 and 3 of
this Act, the revisor of statutes shall substitute appropriate section numbers for
the letters used in designating the new sections in this Act.

SECTION 7. New statutory material is underscored.!

SECTION 8. This Act shall take effect on July 1, 2018.
(Approved June 1, 2018.)

Note

1. Edited pursuant to HRS §23G-16.5.

ACT 15 H.B. NO. 2182

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

SECTION 1. The legislature finds that, according to the Hawaii Sea
Level Rise Vulnerability and Adaptation Report released in December 2017,
Hawaii could suffer $19,000,000,000 in damage due to projected sea level rise.
Worldwide, natural disasters are becoming more severe and frequent. In the
United States alone, natural disasters inflicted a record $306,000,000,000 worth
of damage, breaking the previous record by almost $100,000,000. Rising global
temperatures threaten biodiversity in every ecosystem, and habitat loss grows as
higher temperatures permanently change the life cycles of plants and animals.

The legislature further finds that Hawaii is committed to mitigating cli-
mate change, including its commitment to have a one hundred per cent renewable
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energy portfolio by 2045. Mayors from each county of the State have pledged to
end the State’s dependence on fossil fuels by eliminating fossil fuels from ground
transportation by 2045. By legally binding itself to these benchmarks, Hawaii
became the first state in the nation to send a clear message to the world that our
citizens are determined to secure their energy future and climate health. The leg-
islature notes that Hawaii, as part of the United States Climate Alliance, joined
leaders from every other country on earth and committed to upholding the ob-
jectives of the 2015 Paris Agreement.

In Act 32, Session Laws of Hawaii 2017, the legislature recognized that
climate change is real and poses a serious threat to the State’s economy, sustain-
ability, and natural resources. In Act 32, the State committed to expanding strat-
egies and mechanisms to reduce greenhouse gas emissions statewide, striving to
formulate and communicate long-term low greenhouse gas emission develop-
ment strategies, and taking actions to conserve and enhance long-term sinks
and reservoirs of greenhouse gases, by prioritizing the development of parks,
greenways, and restoration of native upland and coastal forests and wetlands.

Greenhouse gas sequestration presents ample opportunities for foreign
investment in the State’s economy. Airlines have demonstrated a desire to invest
globally-required carbon offset dollars in Hawaii’s environmental projects, as
well in as other carbon markets such as California. Companies, governments,
and other individuals would also like to offset their carbon footprint by invest-
ing in environmental projects such as renewable energies. This interest presents
tremendous opportunities for local businesses, agriculture, and communities in
general. In Act 33, Session Laws of Hawaii 2017, the State established the car-
bon farming task force to gain a more thorough understanding of how agricul-
tural land management practices can sequester carbon, provide greenhouse gas
benefits, and decrease marine sedimentation. The legislature finds that a parallel
effort is needed to examine ways to add green canopy to urban areas to curb ris-
ing temperatures that have hospitalized and killed residents of this State.

Accordingly, the purpose of this Act is to:

(1) Repeal Act 33, Session Laws of Hawaii 2017 (Act 33), and create a
new task force named as the greenhouse gas sequestration task force
which has similar aims as the carbon farming task force created by
Act 33, but expands and makes it permanent;

(2) Align the State’s clean energy and carbon sequestration efforts with
climate initiative goals, and require that a member of the green-
house gas sequestration task force also be a member of the climate
change mitigation and adaptation commission; and

(3) Expand the mission of the greenhouse gas sequestration task force
by requiring that the task force examine opportunities to exploit
carbon sequestering trees and vegetation to reduce urban tempera-
tures and thereby protect public health.

SECTION 2. Chapter 225P, Hawaii Revised Statutes, is amended by
adding two new sections to be appropriately designated and to read as follows:

“§225P-A Greenhouse gas sequestration task force. (a) The greenhouse
gas sequestration task force is established within the office of planning for ad-
ministrative purposes only. The task force shall have the following objectives:

(1) Work with public and private stakeholders to establish a baseline

for greenhouse gas emissions within Hawaii and short- and long-
term benchmarks for increasing greenhouse gas sequestration in the
State’s agricultural and natural environment;
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@

G)

Q)
Q)

(6)

Identify appropriate criteria to measure baseline levels and increases
in greenhouse gas sequestration, improvements in soil health, in-
creases in agricultural and aquacultural product yield and quality
attributable to greenhouse gas sequestration and improvements in
soil health, and other key indicators of greenhouse gas benefits from
beneficial agricultural and aquacultural practices that may be used
to create a certification program for promoting agricultural and
aquacultural practices that generate greenhouse gas benefits and ag-
ricultural and aquacultural production benefits;

Identify land and marine use policies, agricultural policies, agrofor-
estry policies, and mitigation options that would encourage agricul-
tural and aquacultural practices and land use practices that would
promote increased greenhouse gas sequestration, build healthy soils,
and provide greenhouse gas benefits;

Identify ways to increase the generation and use of compost in Ha-
waii to build healthy soils;

Identify practices and policies that add trees or vegetation to ex-
pand the urban tree canopy in urban areas to reduce ambient tem-
peratures, increase climate resiliency, and improve greenhouse gas
sequestration in Hawaii; and

Make recommendations to the legislature and governor regarding
measures that would increase climate resiliency, build healthy soils,
provide greenhouse gas benefits, or cool urban areas.

(b) In addition to the objectives listed in subsection (a), the task force
may consider:

(1

@

(©

Developing incentives and funding mechanisms for these incentives,
including but not limited to: :

(A) Loans, tax credits, or grants;

(B) Research;

(C) Technical assistance; or

(D) Educational materials and outreach,

to participating agricultural activities, aquacultural activities, or
on-farm demonstration projects that are identified and approved by
the task force as those that would promote greenhouse gas benefits,
build healthy soils, sequester carbon, increase water-holding capac-
ity, and increase crop yields; and

Providing for research, education, and technical support for agri-
cultural activities and aquacultural activities identified by the task
force.

The membership of the greenhouse gas sequestration task force

shall be as follows:
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The director of the office of planning or the director’s designee, who
shall serve as chairperson;

The chairperson of the board of agriculture or the chairperson’s
designee;

The chairperson of the board of land and natural resources or the
chairperson’s designee;

The director of transportation or the director’s designee;

The deputy director of the department of health’s environmental
health administration or the deputy director’s designee;

The director of the office of environmental quality control or the
director’s designee;

The director of the environmental law program at the University of
Hawaii at Manoa William S. Richardson school of law;
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The administrator of the division of forestry and wildlife within
the department of land and natural resources or the administrator’s
designee;

One member who is also a member of the climate change mitigation
and adaptation commission;

One researcher from the college of tropical agriculture and human
resources at the University of Hawaii at Manoa;

One extension agent from the college of tropical agriculture and hu-
man resources at the University of Hawaii at Manoa;

Four members, one each to be appointed by the respective mayors
of the city and county of Honolulu, and the counties of Hawaii,
Kauai, and Maui; and

Four members to be jointly selected and invited to participate by the
president of the senate and the speaker of the house of representa-
tives, of which two members shall be selected from an environmen-
tal nonprofit organization, and two members shall be selected from
an agricultural or ranching association.

Task force members may recommend to the task force additional members
with appropriate specialized expertise, subject to approval by the chairperson.

(D

Members of the task force shall be nominated and appointed pursu-

ant to, and subject to section 26-34 and shall serve without compensation, but
shall be reimbursed for reasonable expenses necessary for the performance of
their duties, including travel expenses.

(e)
(M

The greenhouse gas sequestration task force shall:
Submit a preliminary report of its findings and recommendations,
including any proposed legislation, to the legislature and the climate
change mitigation and adaptation commission no later than twenty
days prior to the convening of the regular session of 2023; provided
that the preliminary report shall discuss the objectives and issues
listed in subsections (a) and (b), including the following:

(A) Types of agricultural and aquacultural practices, public land
and marine use policies, and on-farm managing practices that
would provide greenhouse gas benefits and result in tangible
economic benefits to agricultural and aquacultural operations;

(B) Short-term and long-term benchmarks that would indicate
how effectively agricultural and aquacultural activities have
been helping the State to reach greenhouse gas neutrality;

(C) Appropriate criteria that may be used in a certification program
to measure baseline levels and increases in carbon sequestra-
tion, improvements in soil health, and other key indicators of
greenhouse gas benefits from beneficial agricultural and aqua-
cultural practices;

(D) Types of incentives, grants, research, and assistance that would
promote:

(i) Agricultural and aquacultural practices to produce
greenhouse gas benefits; and

(ii) Land and marine use policies and agricultural policies
that would encourage agricultural, aquacultural, and
land use practices to provide greenhouse gas benefits and
result in tangible economic benefits to agricultural and
aquacultural operations; and

(E) Practices and policies that add trees or vegetation to expand
the urban tree canopy in urban areas to reduce ambient tem-
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peratures and increase climate resiliency and improve green-
house gas sequestration in Hawaii; and
(2) Beginning with the regular session of 2024, submit an annual re-
port of its findings and recommendations, including any proposed
legislation, to the legislature and the climate change mitigation and
adaptation commission no later than twenty days prior to the con-
vening of each regular session.
(f) The office of planning shall provide administrative and clerical sup-
port required by the task force.

§225P-B  Zero emissions clean economy target. (a) Considering both at-
mospheric carbon and greenhouse gas emissions as well as offsets from the local
sequestration of atmospheric carbon and greenhouse gases through long-term
sinks and reservoirs, a statewide target is hereby established to sequester more at-
mospheric carbon and greenhouse gases than emitted within the State as quickly
as practicable, but no later than 2045.

(b) The Hawaii climate change mitigation and adaptation commission
shall endeavor to achieve the goals of this section. After January 1, 2020, agency
plans, decisions, and strategies shall give consideration to the impact of those
plans, decisions, and strategies on the State’s ability to achieve the goals in this
section, weighed appropriately against their primary purpose.”

SECTION 3. Section 225P-1, Hawaii Revised Statutes, is amended to
read as follows:

“[f1§225P-1}] Purpose. The purpose of this chapter is to address the ef-
fects of climate change to protect the State’s economy, environment, health, and

way of life. This chapter establishes the framework for the State to:

(1) Adapt to the inevitable impacts of global warming and climate
change, including rising sea levels, temperatures, and other risk fac-
tors: and

(2) Mitigate its greenhouse gas emissions by sequestering more atmo-
spheric carbon and greenhouse gases than the State produces as
quickly as practicable, but no later than 2045.”

SECTION 4. Act 32, Session Laws of Hawaii 2017, is amended as
- follows:
1. Byamending section 2 to read:

“SECTION 2. (a) The State shall expand strategies and mechanisms
to reduce [the] greenhouse gas emissions [statewide] through the reduction of
energy use, adoption of renewable energy, and control of air pollution among all
agencies, departments, industries, and sectors, including transportation. Such
strategies and mechanisms shall utilize the best available science, technologies,
and policies to reduce greenhouse gas emissions and shall be closely aligned with
the climate change principles and goals adopted in the Paris Agreement and
Hawaii’s share of obligations within the expectations apportioned to the United
States in the Paris Agreement, regardless of federal action.

(b) The State shall strive to formulate and communicate long-term low
greenhouse gas emission development strategies and shall take actions to con-
serve and enhance long-term sinks and reservoirs of greenhouse gases, by pri-
oritizing the development of parks, greenways, and restoration of native upland
and coastal forests and wetlands.”

2. By amending section 6 to read:
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“[SBCTION-6.—Chapter—225P Hawaii Revised—Statutes,is—repealed-]
Repealed.” ,
3. By amending section 10 to read:

“SECTION 10. This Act shall take effect bn July ‘1, 2017[-provided-that
section-6-shall-take-effect-onJuly-1-2022].”

SECTION 5. Act 33, Session Laws of Hawaii 2017, is repealed.

SECTION 6. The office of planning shall submit a status update re-
port of its progress and recommendations, including any proposed legislation,
regarding the greenhouse gas sequestration task force to the legislature no later
than twenty days prior to the convening of the regular session of 2021.

SECTION 7. There is appropriated out of the general revenues of the
State of Hawaii the sum of $150,000 or so much thereof as may be necessary for
fiscal year 2018-2019 for the purpose of funding the greenhouse gas sequestra-
tion task force and its related efforts.

The sum appropriated shall be expended by the office of planning for the
purposes of this Act.

SECTION 8. In codifying the new sections added by section 2 of this
Act, the revisor of statutes shall substitute appropriate section numbers for the
letters used in designating the new sections in this Act.

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

SECTION 10. This Act shall take effect on July 1, 2018.
(Approved June 4, 2018.)

Note

1. Edited pursuant to HRS §23G-16.5.

ACT 16 H.B. NO. 1986

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

SECTION 1. The legislature finds that the State’s natural environment
and ecosystems are in a fragile state due to the amount of greenhouse gases
released through human activities and the resulting impact on global climate
change. The legislature also finds that the State should support programs that
incentivize state agencies, private entities, and individuals to adopt practices that
are more environmentally friendly and that result in reduced carbon emissions
into the environment. The legislature notes that one mechanism that has gained
success in Europe after adoption of the Kyoto Protocol is the transferring and
selling of carbon offset credits, California and numerous other states and private
industries have established these types of credits for purchase by polluters to
offset their carbon emissions. Billions of dollars have been raised by California
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alone, and many industries are seeking new places to invest these dollars to offset
their carbon emissions.

The legislature further finds that it is necessary to invest state funds to
improve the State’s water infrastructure and ensure future water sustainability in
the face of ongoing climate change. More specifically, the State must be prepared
to provide more resources and support for those affected by disaster-scale flood-
ing, coastal seawater inundation, and shortages of potable water and agricul-
tural water. The legislature anticipates that the revenues raised by a state carbon
offset program will greatly enhance mitigation and adaptation to climate change.

Accordingly, the legislature finds that it is in the public interest to create a
carbon offset program in the State that would incentivize and reward the adop-
tion of, practice of, and adherence to carbon emission reduction activities.

The purpose of this Act is to require the office of planning in partner-
ship with the greenhouse gas sequestration task force to establish a framework
for a carbon offset program, through which revenues realized from the sale of
carbon offset credits may be invested into projects to generate further carbon
offset credits or enhance the State’s mitigation and adaptation to climate change.

SECTION 2. Chapter 225P, Hawaii Revised Statutes, is amended by
adding a new section to be appropriately designated and to read as follows:

“§225P- Carbon offset program. (a) The office of planning in part-
nership with the greenhouse gas sequestration task force shall investigate and
establish a carbon offset program that:

(1) Provides expertise in carbon offsetting to public agencies and pri-
vate entities and assists in coordinating carbon offset projects of
public agencies, including but not limited to the generation, certifi-
cation, and marketing of carbon credits;

(2) Allows for proceeds and revenues generated by state departments
from sales of offset credits to be deposited into suitable funds par-
ticularly for reinvestment to generate further carbon offset credits;
provided that the funds are used in accordance with the purposes of
the fund;

(3) Allows for proceeds and revenues generated by state agencies from
sales of carbon credits other than as described in paragraph (2) to
be invested in projects enhancing the State’s efforts to mitigate or
adapt to climate change; and

(4) Is consistent with the State’s sustainability goals and policies.

(b) The office of planning in partnership with the greenhouse gas
sequestration task force shall submit a report of its findings and recommen-
dations, including any proposed legislation, to the legislature and the climate
change mitigation and adaptation commission no later than twenty days prior
to the convening of the regular session of 2020.

(c) Asused in this section:

“Carbon credit” means a tradable certificate or permit issued by a carbon
registry that represents a greenhouse gas reduction or greenhouse gas removal
enhancement that is equivalent to one metric ton of carbon dioxide and meets
the requirements of the carbon offset program.

“Carbon offset” means a compensatory measure made by an agency,
business, or individual to reduce carbon dioxide emissions or to increase carbon
dioxide sequestration.

“Carbon registry” means any established international, national, or re-
gional carbon registry program that serves voluntary or compliance markets,
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provides an independent carbon standard to verify and certify carbon offsets,
and issues carbon credits.”

SECTION 3. There is appropriated out of the general revenues of the
State of Hawaii the sum of $150,000 or so much thereof as may be necessary
for fiscal year 2018-2019 to investigate and establish the carbon offset program.

The sum appropriated shall be expended by the office of planning for the
purposes of this Act.

SECTION 4. New statutory material is underscored.!

SECTION 5. This Act shall take effect on July 1, 2018.
(Approved June 4, 2018.)

Note

1. Edited pursuant to HRS §23G-16.5.

ACT 17 H.B. NO. 2106

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

SECTION 1. The environmental council shall adopt and maintain rules
pursuant to chapter 91, Hawaii Revised Statutes, requiring all environmental
assessments and environmental impact statements prepared pursuant to chapter
343, Hawaii Revised Statutes, whether in draft or final form, to include consid-
eration of sea level rise based upon the best available scientific data regarding
sea level rise.

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. This Act shall take effect upon its approval.
(Approved June 4, 2018.)

ACT 18 S.B. NO. 2851

A Bill for an Act Relating to Statutory Revision: Amending or Repealing Vari-
ous Provisions of the Hawaii Revised Statutes and the Session Laws of
Hawaii for the Purposes 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 5-7.7, Hawaii Revised Statutes, is amended to read
as follows:

“If1§5-7.71  Aloha order of merit location. There shall be set aside within
the [Horelaly] Daniel K. Inouye International Airport an area to exhibit com-

53



ACT 18

memorative displays honoring members of the order. The displays may include
likenesses of members and descriptions of the meritorious achievements of each
member.”

SECTION 2. Section 102-11, Hawaii Revised Statutes, is amended by

amending subsection (b) to read as follows:

“(b) All security provided under this section shall:

(1) Be conditioned on the full and faithful performance of the contract
in accordance with the terms and intent thereof;

(2) Beinan amount not less than two months’ rental and other charges,
if any, required under the contract; provided that any contract for
the sale and delivery of [in-bord] in-bond merchandise at [Honekaky]
the Daniel K. Inouye International Airport shall require a bond in
an amount not less than four months of the highest minimum an-
nual rental guaranty required under the contract; and

(3) By its terms inure to the benefit of the State or of the county, as the
case may be.”

SECTION 3. Section 142-72, Hawaii Revised Statutes, is amended to
read as follows:

“§142-72  Procedure, if owner believes impounding illegal. If the owner
of any animal taken up for trespass[;] has reason to believe that the taking up
or impounding of the animal was illegal, or if [he] the owner regards the claim
for damages or expenses as excessive, [he] the owner may have [his] the owner’s
animal returned to [kiza] the owner upon [his] the owner’s delivering to the land-
owner or to the pound keeper, if the animal has been impounded, a certificate
from any district judge of the circuit, stating that [he] the owner has deposited
with the judge the amount claimed by the landowner, together with the pound
fees, if any, or a good and sufficient bond for the same and the costs of an action
before [him-] the judge.”

SECTION 4. Section 201B-4, Hawaii Revised Statutes, is amended by
amending subsection (b) to read as follows:

“(b) The board shall be subject to the procedural requirements of section
92-4, and this authorization shall be in addition to the exceptions listed in sec-
tion 92-5, to enable the [autherity] board to respect the proprietary requirements
of enterprises with which it has business dealings.”

SECTION 5. Section 201M-5, Hawaii Revised Statutes, is amended by
amending subsection (b) to read as follows:
“(b) The board shall consist of eleven members, who shall be appointed
by the governor pursuant to section 26-34[;]; provided that:
1) Three members shall be appointed from a list of nominees submit-
ted [{{by[{] the president of the senate;
(2) Three members shall be appointed from a list of nominees submit-
ted by the speaker of the house of representatives;
(3) Two members shall be appointed from a list of nominees submitted
by the board;
(4) Two members shall be appointed by the governor;
(5) The director of business, economic development, and tourism, or
the director’s designated representative, shall serve as an ex officio,
voting member of the board;
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(6) The appointments shall reflect representation of a variety of busi-
nesses in the State;
(7) No more than two members shall be representatives from the same
type of business; and
(8) There shall be at least one representative from each county.
For the purposes of paragraphs (1) and (2), nominations shall be solicited from
small business organizations, state and county chambers of commerce, and oth-
er interested business organizations.”

SECTION 6. Section 205A-22, Hawaii Revised Statutes, is amended by
amending the definition of “department” to read as follows:
““Department” means the planning department in the counties of Kauai,
Maui, and Hawaiif;] and the department of [Jand-utilization| planning and per-
mitting in the city and county of Honolulu, or other appropriate agency as des-
ignated by the county councils.”

SECTION 7. Section 206-5, Hawaii Revised Statutes, is amended to read
as follows:

“8§206-5 Declaration of development areas. (a) Whenever the board of
land and natural resources, after due notlce and pubhc hearlng, [fehe—tfrﬂe—&nd

days—befere—thed—a%e—ef—he&ﬂﬂg—,] ﬁnds that ['m—any—}ee&}'rﬁheﬂ—the—is}aﬂd—e{lGahu]
an acute shortage of residential fee simple property exists in any locality on the
island of Oahu and that the shortage of residential fee simple holdings cannot
practicably be alleviated within the reasonably near future by means other than
those provided under this chapter the board may declare a suitable area, not less
than ten contiguous acres in extent, as a development area. The development
area shall be reasonably accessible to persons in the locality and shall consist of
lands suitable for a development project. The time and place of the public hear-
ing shall be given by public notice in the city and county of Honolulu on at least

three different days, the last notice being not less than five days before the date of
the hearing. Any finding of fact[;] by the board, if supported by a preponderance

of evidence, shall be conclusive in any suit, action, or proceeding.

(b) All development areas shall be compatible with any general plan for
the long-range development of land in the political subdivision concerned under
the terms of chapter [264;-part3] 225M and shall conform to and with all sub-
division and zoning ordinances and requirements of the political subdivision.”

SECTION 8. Section 206E-123, Hawaii Revised Statutes, is amended to
read as follows:

“§206E-123 Loans; default. The authority may [reregotiate;].
(1) Renegotiate, refinance, or foreclose any loan in default[:].

2 ] Waive any default or consent to the mod-
ification of the terms of any loan or security agreement[-J;
[Fhe-authority may-commence] Commence any action to protect or
enforce any right conferred upon it by any law, mortgage, insurance
policy, contract, or other agreement|];

(4) [The-autherity-maybid] Bid for and purchase the property secured
by the loan at any foreclosure or other salef;] or acquire or take pos-
session of the property secured by the loanz]; and

@
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(5) [Fhe-authoritymay-operate;] Operate, manage, lease, dispose of, or
otherwise deal with the property secured by the loan.”

SECTION 9. Section 235-7, Hawaii Revised Statutes, is amended by
amending subsection (¢) to read as follows:

“(e) There shall be disallowed as a deduction the amount of interest paid
or accrued within the taxable year on indebtedness incurred or continued[;] to
purchase or carry:

(1) [to-purchase-orearry-bends] Bonds the interest upon which is ex-

cluded from gross income by subsection (a); or

(2) [topurchase-or-earry-property| Property owned without the State,

or to carry on trade or business without the State, if the taxpayer is
a person taxable only upon income from sources in the State.”

SECTION 10. Section 235-110.7, Hawaii Revised Statutes, is amended
to read as follows: ’

“§235-110.7 Capital goods excise tax credit. (a) There shail be allowed
to each taxpayer subject to the tax imposed by this chapter a capital goods excise
tax credit, which shall be deductible from the taxpayer’s net income tax liability,
if any, imposed by this chapter for the taxable year in which the credit is properly
claimed.

The amount of the tax credit shall be [determined-by-the-application-of

i inst] four per cent of the cost of the eligible depreciable
tangible personal property used by the taxpayer in a trade or business and placed
in service within Hawaii after [ ; ; iR

- s : ;
) December 31,1988 the-applicablerate-shall be-four per-cent;

In the case of a partnership, S corporation, estate, or trust, the tax credit
allowable is for eligible depreciable tangible personal property [which] that is
placed in service by the entity. The cost upon which the tax credit is computed
shall be determined at the entity level. Distribution and share of credit shall be
determined by rules.

In the case of eligible depreciable tangible personal property for which a
credit for sales or use taxes paid to another state is allowable under section 238-
3(i), the amount of the tax credit allowed under this section shall not exceed the
amount of use tax actually paid under chapter 238 relating to [sueh] the tangible
personal property.

If a deduction is taken under section 179 (with respect to election to ex-
pense certain depreciable business assets) of the Internal Revenue Code of 1954,
as amended, no tax credit shall be allowed for that portion of the cost of prop-
erty for which the deduction was taken.

(b) If the capital goods excise tax credit allowed under subsection (a)
exceeds the taxpayer’s net income tax liability, the excess of credit over liability
shall be refunded to the taxpayer; provided that no refunds or payment on ac-
count of the tax credit allowed by this section shall be made for amounts less
than $1.
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All claims for tax credits under this section, including any amended
claims, must be filed on or before the end of the twelfth month following the
close of the taxable year for which the credits may be claimed. Failure to comply
with the foregoing provision shall constitute a waiver of the right to claim the
credit.

(¢) Application for the capital goods excise tax credit shall be upon
forms provided by the department of taxation.

(d) Sections 47 (with respect to dispositions of section 38 property and
the recapture percentages) of the Internal Revenue Code of 1954, as amended,
as of December 31, 1984, and 280F as operative for this chapter (with respect
to limitation on investment tax credit and depreciation for luxury automobiles;
limitation where certain property used for personal purposes) of the Internal
Revenue Code of 1954, as amended, shall be operative for purposes of this
section.

() As used in this section, the definition of section 38 property (with
respect to investment in depreciable tangible personal property) as defined by
section 48(a)(1)(A), (2)(1)(B), (a)(3), (2)(4), (a)(7), (a)(8), (a)(10)(A), (b), (c), (D),
(1), (m), and (s) of the Internal Revenue Code of 1954, as amended as of Decem-
ber 31, 1984, is operative for the purposes of this section only.

(f) As used in this section:

“Cost” means the:

(1) [the-aetual] Actual invoice price of the tangible personal property[;]:

or

(2) [thebasis] Basis from which depreciation is taken under section 167

(with respect to depreciation) or from which a deduction may be

taken under section 168 (with respect to accelerated cost recovery

system) of the Internal Revenue Code of 1954, as amended,
whichever is less.

“Eligible depreciable tangible personal property” is section 38 property
as defined by the operative provisions of section 48 and having a depreciable life
under section 167 or for which a deduction may be taken under section 168 of
the [federal] Internal Revenue Code of 1954, as amended.

“Placed in service” means the earliest of the following taxable years:

(1) The taxable year in which, under the:

(A) Taxpayer’s depreciation practice, the period for depreciation;
or

(B) Accelerated cost recovery system, a claim for recovery
allowancesf;],

with respect to [sueh] the property begins; or

(2) The taxable year in which the property is placed in a condition or

state of readiness and availability for a specifically assigned function.

“Purchase” means an acquisition of property.

“Tangible personal property” means tangible personal property [which]
that is placed in service within Hawaii after December 31, 1987, and the pur-
chase or importation of which resulted in a transaction [whieh] that was subject
to the imposition and payment of tax at the rate of four per cent under chap-
ter 237 or 238. “Tangible personal property” does not include tangible personal
property [whiek] that is an integral part of a building or structure or tangible
personal property used in a [foreiga-trade] foreign-trade zone, as defined under
chapter 212.”

SECTION 11. Section 237-27, Hawaii Revised Statutes, is amended by
amending subsection (a) to read as follows:
“(a) As used in this section:
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[8] “Petroleum products” means petroleum(;]; any distillate, fraction, or
derivative of petroleum[;]; natural gas or its components[;]: gas manufactured
from a petroleum product[;}; and any product derived from the gas or from the
manufacture thereof, such as benzene, xylene, toluene, acetylene, tars, compo-
nents of tars, and ammonia. :

[)] “Refiner” means any person who, in the State, engages in the busi-
ness of refining petroleum products and is taxable under this chapter, upon the
value or gross proceeds of sales of the petroleum products resultant from the
business. A person who is engaged in business as a refiner and also in other busi-
ness shall be deemed a refiner only in respect of the business that produces the
products included in the measure of the tax imposed by this chapter.

[)] “Refining” means:

[A)] (1) Any process performed by a refiner that includes a change
in the character or properties of a petroleum product through
the application of heat[;]; or

[B)] (2) The compounding by a refiner of a petroleum product with
a product that has been refined by the refiner by the process

stated in [elause{A):] paragraph (1).”

SECTION 12. Section 245-16, Hawaii Revised Statutes, is amended by
amending subsection (b) to read as follows:
“(b) This section shall not apply to the shipment of cigarettes if any of
the following conditions are met:
(1) The cigarettes are exempt from taxes as provided by section 245-
3(b) or are otherwise exempt from the applicability of this chapter
as provided by section 245-62;
(2) All applicable Hawaii taxes on the cigarettes are paid in accordance
with the requirements of this chapter; or
(3) The person or entity engaged in the business of selling, advertising,
or offering cigarettes for sale and transfer or shipment:
(A) Has fully complied with all of the requirements of chapter 10A
(commencing with section 375) of title 15 of the United States
Code, otherwise known as the Jenkins Act; and
(B) Includes on the outside of the shipping container an externally
visible and easily legible notice located on the same side of the
shipping container as the address to which the shipping con-
tainer is delivered stating as follows:

“CIGARETTES: HAWAII LAW PROHIBITS THE SALE
OF CIGARETTES TO INDIVIDUALS UNDER [EIGH-

TWENTY-ONE YEARS OF AGE AND REQUIRES
THE PAYMENT OF ALL APPLICABLE TAXES. YOU
ARE LEGALLY RESPONSIBLE FOR ALL APPLICABLE
UNPAID TAXES ON THESE CIGARETTES.””

SECTION 13. Section 261-7, Hawaii Revised Statutes, is amended by
amending subsection (c) to read as follows:

“(c) The department shall enter into a contract with no more than
one person (“contractor”) for the sale and delivery of in-bond merchandise at
[Henehalu] the Daniel K. Inouye International Airport, in the manner provided
by law. The contract shall confer the right to operate and maintain commercial
facilities within the airport for the sale of in-bond merchandise and the right to
deliver to the airport in-bond merchandise for sale to departing foreign-bound
passengers.
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The department shall grant the contract pursuant to the laws of this State
and may take into consideration:

(1) The payment to be made on in-bond merchandise sold at
[Henelule] the Daniel K. Inouye International Airport and on
in-bond merchandise displayed or sold elsewhere in the State and
delivered to the airport;

(2) The ability of the applicant to comply with all federal and state rules
and regulations concerning the sale and delivery of in-bond mer-
chandise; and

(3) Thereputation, experience, and financial capability of the applicant.

The department shall actively supervise the operation of the contractor
to ensure its effectiveness. The department shall develop and implement [sueh]
guidelines as it may find necessary and proper to actively supervise the opera-
tions of the contractor, and shall include guidelines relating to the department’s
review of the reasonableness of the contractor’s price schedules, quality of mer-
chandise, merchandise assortment, operations, and service to customers.

Apart from the contract described in this subsection, the department
shall confer no right upon nor suffer nor allow any person to offer to sell, sell, or
deliver in-bond merchandise at [Henelalu] the Daniel K. Inouye International
Airport; provided that this section shall not prohibit the delivery of in-bond mer-
chandise as cargo to the [Honelula] Daniel K. Inouye International Airport.”

SECTION 14. Section 261-15.5, Hawaii Revised Statutes, is amended to
read as follows:

“[[18261-15.5[]] Aircraft registration. Unless an aircraft is exempted by
this section, no person shall operate or cause or authorize to be operated any
aircraft at an airport owned or controlled by the department, unless the aircraft
has a certificate of registration issued in accordance with rules adopted by the
department. Aircraft exempt from registration required by this section include:

(1) Adircraft operating primarily in interstate or foreign commerce;

(2) Aircraft owned or operated by the United States;

(3) Aircraft in transit through the State; and

(4) Aircraft operated by any scheduled airline carrier [whiek] that is a

lessee of the State under an airport-airline lease at the [Henolalu]
Daniel K. Inouye International Airport and [which] that is com-
monly referred to as signatory airline.”

SECTION 15. Section 261-23, Hawaii Revised Statutes, i1s amended to
read as follows:

“§261-23 [Honolulu] Daniel K. Inouye International Airport. All that
area set aside by executive order No. 1016 for John Rodgers Airport and Keehi
Lagoon Seaplane Harbor to be under the control and management of the su-
perintendent of public works under date of April 12, 1943, is designated as

29 9

[“Henolulu] the “Daniel K. Inouye International Airport”.

SECTION 16. Section 286-202.6, Hawaii Revised Statutes, is amended
by amending subsection (a) to read as follows:

“(a) In addition to the requirements in title 49 Code of Federal
Regulations [part] section 390.21, every motor carrier vehicle shall be marked as
specified in subsections (b), (c), and (d).”
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SECTION 17. Section 304A-1959, Hawaii Revised Statutes, is amended
to read as follows:

“I1§304A-1959[}] Biennial report. No later than twenty days prior to the
convening of the regular session of each odd-numbered year, the University of
Hawaii shall submit a report to the legislature concerning:

(1) All funds deposited into the university innovation and commercial-
ization initiative special fund and a detailed description of the use
of those funds; and

(2) Coordinated efforts between the innovation and commercialization
initiative program and other state agencies, including the [fJHawaii[}]
technology development corporation, the Hawaii strategic develop-
ment corporation, and the Hawaii state energy office, to move the
State’s innovation goals forward, and to more efficiently and effec-
tively utilize resources to achieve these outcomes.”

SECTION 18. Section 321-5, Hawaii Revised Statutes, is amended to
read as follows:

“§321-5 Contract for exchange of Hawaii personnel. (a) The department
of health may contract with any state, or the health department of any state hav-
ing the power to so contract, for the exchange of Hawaii personnel for personnel
of the health department of [any-sueh] that state. Any [sueh] exchange shall be
made under rules [and-regulations] prescribed by the department, in no case
shall be for a period exceeding one year, and in all cases shall be subject to the
following provisions:

(1) That each person exchanged by the health department of any state
shall possess qualifications equal to the qualifications of the person
exchanged [fer-him] from Hawaii;

(2) That the person exchanged from Hawaii shall have served for not
less than three years prior to the beginning of the exchange period
[in-the] as Hawaii personnel;

(3) That in the selection of Hawaii personnel for exchange, preference
shall be given to persons born in the State;

(4) That each person exchanged by the health department of any state
shall hold in the health department of [sueh] that state a position the
same as or equivalent to the position held by the person exchanged
[fer-him] from Hawaii;

(5) That the person exchanged from Hawaii shall be paid [his] that
person’s regular salary out of the funds appropriated therefor, but
nothing in addition thereto;

(6) That the State shall not pay any traveling or other expenses of the
Hawaii personnel or of the personnel of the health department of
any state coming to Hawaii under any contract of exchange. This
prohibition shall be construed to include all travel, transportation,
board, lodging, or other expenses incidental to or arising out of any
exchange;

(7) That the State shall not pay any compensation to the person com-
ing to Hawaii under any contract of exchange; provided that in any
case where the person so exchanged from Hawaii becomes incapaci-
tated[;] or, for any reason, leaves the exchange position permanently,
the department may pay the visiting exchange person an amount
not to exceed the salary rating of the person so exchanged from
Hawaii, such an arrangement to continue until the end of the period
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of exchange or until such time as some adjustment satisfactory to
the department is made;

(8) That any provision of law to the contrary notwithstanding, the state
requirements in respect to civil service, citizenship, or residence shall
not apply to any person coming to Hawaii under any [steehk] contract
of exchange; and

(9) That the appropriate collective bargaining agreement, executive or-
der, executive directive, or rule regarding traveling expenses for state
officials shall not apply to Hawaii personnel exchanged under this
section.

(b) The department may [make-sueh] adopt rules [and-regulations] as it
[may-deem] deems necessary concerning the powers, rights, functions, conduct,
duties, and liabilities of, exercised by or imposed upon, any person coming to
Hawaii under any contract of exchange.

(c) Asused in this section, unless the text clearly otherwise indicates[;]:

“Hawaii personnel” means public health nurses, sanitary officers, and
medical officers[;].

“Health department” means the board of health, department of health,
president of the board of health. or other public authority authorized by law to

administer or administering the public health laws of any state.
[Sstate?] “State” means any state or territory of the United States, or

county or munlClpahty of any such state or terrltory[,

SECTION 19. Section 329-38, Hawaii Revised Statutes, is amended by

amending subsection (h) to read as follows:

“(h) The effectiveness of a prescription for the purposes of this section

shall be determined as follows:

(1) A prescription for a controlled substance shall be issued for a le-
gittmate medical purpose by an individual practitioner acting in
the usual course of the practitioner’s professional practice. The re-
sponsibility for the proper prescribing and dispensing of controlled
substances shall be upon the prescribing practitioner, but a corre-
sponding responsibility shall rest with the pharmacist who fills the
prescription. An order purporting to be a prescription issued not
in the usual course of professional treatment or for legitimate and
authorized research shall not be deemed a prescription within the
meaning and intent of this section, and the person who knowingly
fills such a purported prescription, as well as the person who issues
the prescription, shall be subject to the penalties provided for viola-
tions of this chapter;

(2) A prescription may not be issued to allow an individual practitioner
to obtain controlled substances for supplying the individual practi-
tioner for the purpose of general dispensing to patients;

(3) A prescription may not be issued for the dispensing of narcotic
drugs listed in any schedule for the purpose of “medically managed
withdrawal”, also known as “detoxification treatment”, or “mainte-
nance treatment” except as follows:

(A) The administering or dispensing directly (but not prescribing)
of narcotic drugs listed in any schedule to a narcotic drug-
dependent person for “medically managed withdrawal”, also
known as “detoxification treatment”, or “maintenance treat-
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ment” shall be deemed to be “in the course of a practitioner’s
professional practice or research” so long as the practitioner is
registered separately with the department and the federal Drug
Enforcement [Ageney| Administration as required by section
329-32(e) and complies with [Fitle] title 21 Code of Federal
Regulations section 823(g) and any other federal or state regu-
latory standards relating to treatment qualification, security,
records, and unsupervised use of drugs; and

(B) Nothing in this section shall prohibit a physician or authorized
hospital staff from administering or dispensing, but not pre-
scribing, narcotic drugs in a hospital to maintain or detoxify
a person as an incidental adjunct to medical or surgical treat-
ment of conditions other than addiction;

(4) An individual practitioner shall not prescrlbe or dispense a sub-
stance included in schedule II, 111, IV, or V for that individual prac-
titioner’s personal use, except in a medical emergency; and

(5) A pharmacist shall not dispense a substance included in schedule II,
IIL, 1V, or V for the pharmacist’s personal use.”

SECTION 20. Section 329-125, Hawaii Revised Statutes, is amended by
amending subsection (a) to read as follows:

“(a) A qualifying patient or the primary caregiver may assert the medi-
cal use of cannabis authorized under this part as an affirmative defense to any
prosecution involving [feannabis-of] marijuanaf}] under this part [e#], part IV[;],
or part IV of chapter 712; provided that the qualifying patient or the primary
caregiver strictly complied with the requirements of this part.”

SECTION 21. Section 329-125.6, Hawaii Revised Statutes, is amended
by amending subsection (a) to read as follows:

“(a) An owner or employee of a medical cannabis dispensary that is li-
censed under chapter 329D may assert the production or distribution of medical
cannabis as an affirmative defense to any prosecution involving ffeannabis-ot]
marijuanafl}] under this part [e#], part IV[:], chapter 329DJ[s], or part IV of chap-
ter 712; provided that the owner or employee strictly complied with the require-
ments of chapter 329D and any administrative rules adopted thereunder.”

SECTION 22. Section 346G-10, Hawaii Revised Statutes, is amended by
amending subsection (b) to read as follows:

“(b) In accordance with title 42 Code of Federal Regulations [seetion]
part 438, the department shall use revenues from the hospital sustainability fee
and federal matching funds to enhance the capitated rates paid to medicaid man-
aged care health plans for [the] state fiscal years 2017-2018 and 2018-2019, con-
sistent with the following objectives:

(1) The rate enhancement shall be used exclusively for increasing reim-
bursements to private hospitals to support the availability of servic-
es and to ensure access to care to the medicaid managed care health
plan enrollees;

(2) The rate enhancement shall be made part of the monthly capitated
rates by the department to medicaid managed care health plans,
which shall provide documentation to the department and the hos-
pital trade association located in Hawaii certifying that the reve-
nues received under paragraph (1) are used in accordance with this
section;
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The rate enhancement shall be actuarially sound and approved by
the federal government for federal fund participation;

The rate enhancements shall be retroactive to July 1, 2012, or the ef-
fective date approved by the federal government, whichever is later.
Retroactive rate enhancements shall be paid within thirty days of
notification by the Centers for Medicare and Medicaid Services to
the department of all necessary approvals; and

Payments made by the medicaid managed care health plans shall be
made within thirty business days upon receipt of monthly capita-
tion rates from the department.”

SECTION 23. Section 431:2-203, Hawaii Revised Statutes, is amended
by amending subsection (b) to read as follows:

“(b)(1)

@)

G)

)

A person who intentionally or knowingly violates, intentionally or
knowingly permits any person over whom the person has authority
to violate, or intentionally or knowingly aids any person in violat-
ing any insurance rule or statute of this State or any effective order
issued by the commissioner[;] shall be subject to any penalty or fine
as provided by this code or by the Hawaii Penal Code [ef-the Hawaii
Revised-Statutes)].

If the commissioner has cause to believe that any person has vio-
lated any penal provision of this code or of other laws relating to
insurance, the commissioner shall proceed against that person or
certify the facts of the violation to the public prosecutor of the ju-
risdiction in which the offense was committed.

Violation of any provision of this code is punishable by a fine of not
less than $100 nor more than $10,000 per violation, or by imprison-
ment for not more than one year, or both, in addition to any other
penalty or forfeiture provided herein or otherwise by law.

The terms “intentionally” and “knowingly” shall have the same
meanings as defined in section 702-206(1) and (2).”

SECTION 24. Section 431:3-205, Hawaii Revised Statutes, is amended
to read as follows:

“8§431:3-205 Funds required of new insurers. Subject to section 431:3-
203(a)(2), to qualify to transact any one class of insurance, an insurer, not exist-
ing and authorized in this State on July 1, 1988, shall:

¢y

@
€)

Deposit in a federally insured financial institution within the State

paid-up capital stock in the case of a stock insurer, or ummpalred

surplus if:

(A) [a] A reciprocal insurer[;]; or

(B) [a] A mutual insurer [whieh] that does not seek to qualify upon
the basis of applications and premiums collected as provided
in sections 431:4-303 to 431:4-307,

in an amount not less than shown in the applicable Schedule “A”;

Maintain this deposit at all times while the insurer is licensed and

transacting insurance in this State; and

Secure the approval of the commissioner before making withdraw-

als from the depository.

Schedule “A”
Class of Insurance Amount Required
Life $ 600,000
Accident and Health or Sickness 450,000
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Property 750,000
Marine and Transportation - 1,000,000
Vehicle 1,000,000
General Casualty 1,500,000
Surety 1,000,000
Title 400,000.”

SECTION 25. Section 431:4-210, Hawaii Revised Statutes, is amended
to read as follows:

“§431:4-210 Unlawful sales of equity security. It shall be unlawful for
any beneficial owner, director, or officer, directly or indirectly, to sell any equity
security of [sueh] the company if the person selling the security or the person’s
principal:

(1) [dees] Does not own the security sold[;]: or

(2) [#] If owning the security, does not deliver it against [such] the

sale within twenty days thereafter, or does not within five days af-
ter [sueh] the sale deposit it in the mails or other usual channels of
transportation.
No person shall be deemed to have violated this section if the person proves that
notwithstanding the exercise of good faith the person was unable to make [sueh]
delivery or deposit within the required time, or that to do so would cause undue
inconvenience or expense.”

SECTION 26. Section 431:10B-103, Hawaii Revised Statutes, is amend-
ed to read as follows:

“§431:10B-103  Definitions. For the purpose of this article:

pursuant-to-or-in-—connection—with-a—specific loan—or-other-eredit
transaction:
)] “Credit disability insurance” means insurance on a debtor to pro-
vide indemnity for payments becoming due on a specific loan or other credit
transaction while the debtor is disabled as defined in the policy[;].

<

‘Credit life insurance” means insurance on the life of a debtor pursuant

to or in connection with a specific loan or other credit transaction.
[)] “Creditor” means the lender of money, or seller or lessor of goods,

services, [ef] property, rights, or privileges, for which payment is arranged
through a credit transaction, or any successor to the right, title, or interest of
any [sueh] lender, seller, or lessor, and an affiliate, associate, or subsidiary of any
of them or any director, officer, or employee of any of them, or any other person
in any way associated with any of themfz].

[4] “Debtor” means a borrower of money or a purchaser or lessee of
goods, services, property, rights, or privileges for which payment is arranged
through a credit transactionfz].

[65)] “Indebtedness” means the total amount payable by a debtor to a
creditor in connection with a loan or other credit transaction.”

SECTION 27. Section 431:26-108, Hawaii Revised Statutes, is amended
by amending its title to read as follows:

“1{1§431:26-108[]—Regulations:] Rules.”

SECTION 28. Section 432:1-104, Hawaii Revised Statutes, is amended
to read as follows:
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“8§432:1-104 Definitions. For the purposes of this article:
_[EH] “Commissioner” means the insurance commissioner of the State [of

Hawaii]

[2)] “Mutual benefit society” [is] means any corporation, unincorporat-

ed association, society, or entity:

[eAa] (1)

(B 2)

ks13)

Organized and carried on for the primary benefit of its members

and their beneficiaries and not for profit, and:

[6] (A) Making provision for the payment of benefits in case of
sickness, disability, or death of its members, or disability, or
death of its members’ spouses or reciprocal beneficiaries or
children[;]; or

[6D] (B) Making provision for the payment of any other benefits to
or for its members,

whether or not the amount of the benefits is fixed or rests in the
discretion of the society, its officers, or any other person or per-
sons; and the fund from which the payment of the benefits shall
be defrayed is derived from assessments or dues collected from its
members, and the payment of death benefits is made to the families,
including reciprocal beneficiaries, heirs, blood relatives, or persons
named by its members as their beneficiaries; or

Organized and carried on for any purposef;-whieh:] that:

[®] (A) Regularly requires money to be paid to it by its members,
whether the money be in the form of dues, subscriptions, re-
ceipts, contributions, assessments, or otherwise[]; and

[@D] (B) Provides for the payment of any benefit or benefits or the
payment of any money or the delivery of anything of value to
its members or their relatives, including reciprocal beneficia-
ries, or to any person or persons named by its members as their
beneficiaries, or to any class of persons [whieh] that includes or
may include its members,

whether or not the amount or value of the benefit, benefits, money,

or thing of value is fixed, or rests in the discretion of the society, its

officers, or any other person or persons; or

Organized and carried on for any purpose[;] whose requirements

and provisions, although not identical with, are determined by the

commissioner to be substantially similar tof;] those enumerated in

[subparagraphs(AJ] paragraphs (1) and [(B)] (2).

Participating in a legal service plan subject to chapter 488 shall not in it-
self make a corporation, unincorporated association, society, or entity a mutual
benefit society and subject to this article.”

SECTION 29. Section 432:1-301, Hawaii Revised Statutes, is amended
by amending subsection (a) to read as follows:

“(a) Before doing business or engaging in any act, any mutual ben-
efit society as defined in section [432:4104(2}] 432:1-104 shall file with the
commissioner:

ey
@

Copies of its constitution or organic instrument under which it pur-

ports to operate, [and] the bylaws, and rules and regulations, if any;

If a society promising or offering to pay death, sick, disability, or

other benefits in an amount equal to or in excess of $25:

(A) Copies of all proposed forms of benefit certificates, applica-
tions, and circulars to be issued by the society; and

(B) A bond in the sum of $25,000 with sureties approved by the
commissioner. The bond shall be conditioned upon the return
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of the advance payments referred to in section 432:1-304, if the
organization is not completed within one year; and
(3) Any additional information as the commissioner may require.”

SECTION 30. Section 435E-25, Hawaii Revised Statutes, is amended to
read as follows:

“8§435E-25 Voluntary termination of a member. A participating member
who is then in full compliance with the trust agreement may elect voluntarily to
terminate [his-erhes] the participating member’s membership in the interindem-
nity arrangement. Upon voluntary termination, [sueh] the person may further
elect to cease being responsible for future assessments, or to continue to pay
[sueh] the assessments until [sueh-time-as-such] the person’s initial contribution
1s repaid. [Ja-the-event-suek| If the person elects to cease being responsible for
future assessments, the indemnity coverage shall thereupon terminate and [sueh]
the person shall either be responsible for [his-er-her] the person’s own exposure
for acts committed while a participating member in the interindemnity arrange-
ment, or [he-or-she] the person may request the interindemnity arrangement
to purchase or provide, at the cost of [suek] the person, coverage for [sueh] the
person’s exposure. The initial contribution of [saek] the person shall be repaid
on the tenth anniversary of the date [sueh] the contribution was made. [In-the
eventsuch] If the person elects to continue to be responsible for assessments, the
indemnity coverage shall continue in respect of occurrences prior to the date of
the voluntary termination, and the initial contribution of [sueh] the person shall
be repaid [at-sueh-time-as] when the board of trustees is satisfied that.

(1) [there] There are no claims pending against the person in respect of
occurrences during the time the person was a participating mem-
ber[;]; and

(2) [the] The statute of limitations has run on all claims [which] that
might be asserted against the person in respect of occurrences dur-
ing [sueh] that time.

In no event shall [sueh] repayment be made earlier than the tenth anniversary of
the date [saeh] the contribution was made.”

SECTION 31. Section 435E-43, Hawaii Revised Statutes, is amended to
read as follows:

“8§435E-43 Investigation, publication. The commissioner [may], in the

commissioner’s discretion, may:

(1) [make-suweh] Make public or private investigations within or out-
side of this State as the commissioner deems necessary to determine
whether any person has violated or is about to violate this chapter,
or to aid in the enforcement of this chapter[;]; and

(2) [publish] Publish information concerning the violation of this
chapter.”

SECTION 32. Section 508D-15, Hawaii Revised Statutes, is amended by

amending subsection (a) to read as follows:

“(a) When residential real property lies:

(1) Within the boundaries of a special flood hazard area as officially des-
ignated on Flood Insurance Administration maps promulgated by
the United States Department of Housing and Urban Development
for the purposes of determining eligibility for emergency flood in-
surance programs;
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(2) Within the boundaries of the noise exposure area shown on maps
prepared by the department of transportation in accordance with
Federal Aviation Regulation [Part150-Airpert] part 150, Airport
Noise Compatibility Planning (14 [Cede—ofFederal Regulations
Part] C.ER. part 150), for any public airport;

(3) Within the boundaries of the Air Installation [Cempatibility] Com-
patible Use Zone of any Air Force, Army, Navy, or Marine Corps
airport as officially designated by military authorities; or

(4) Within the anticipated inundation areas designated on the depart-
ment of defense’s emergency management tsunami inundation
maps],

subject to the availability of maps that designate the four areas by tax map key
(zone, section, parcel), the seller shall include [suek] the material fact informa-
tion in the disclosure statement provided to the buyer subject to this chapter.
Each county shall provide, where available, maps of its jurisdiction detailing
the four designated areas specified in this subsection. The maps shall identify
the properties situated within the four designated areas by tax map key number
(zone, section, parcel) and shall be of a size sufficient to provide information
necessary to serve the purposes of this section. Each county shall provide legible
copies of the maps and may charge a reasonable copying fee.”

SECTION 33. Section 514B-43, Hawaii Revised Statutes, is amended by
amending subsection (a) to read as follows:
“(a) For purposes of this section: _
[(_19 (53 : 3 22
has-in-seetion-507-41and
)] “Lien” means a lien created pursuant to chapter 507, part II.

[4

‘Visible commencement of operations” shall have the meaning it has in
section 507-41.”

SECTION 34. Section 514E-19, Hawaii Revised Statutes, is amended by
amending subsections (a) and (b) to read as follows:

“(a) Anescrow for the sale of a time share interest in a time share owner-
ship plan may close only if the requirements of any one of the following alterna-
tives for protecting the purchaser have been satisfied:

(1) The time share interest is conveyed to the purchaser free and clear

of any blanket liens[:];

(2) The time share unit is conveyed to a trustee:

(A) Free and clear of any blanket liens under a trust meeting the
requirements of sections 514E-22 and [23] 514E-23; or
(B) Under a lien payment trust meeting the requirements of

sections 514E-22, [23,24,-and-25:] 514E-23, 514E-24, and
S14E-25;

(3) (A) The time share interest is conveyed to the purchaser subject
only to blanket liens:

(i) Where every person holding an interest in the blanket lien
has executed and recorded a nondisturbance agreement;
or

(ii) For which the director’s acceptance of a surety bond or
an irrevocable letter of credit meeting the requirements
of section 514E-28 has been recorded with respect to that
time share unit; and

(B) If legal or equitable title will be held by anyone other than the
purchaser, a notice of time share plan is recorded(]; or
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)
(b)

The requirements of any alternative arrangements accepted by the
director have been met. )
An escrow for the sale of a time share interest in a time share use

plan may close only if the requirements of any one of the following alternatives
for protecting purchasers have been satisfied:
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The time share unit is conveyed to a trustee:

(A) Free and clear of any blanket liens under a trust meeting the
requirements of sections 514E-22 and [23;] 514E-23; or

(B) Under a lien payment trust meeting the requirements of
sections 514E-22, [23+24-and-25:] 514E-23, 514E-24, and
S14E-25;

A notice of time share plan is recorded and either:

(A) Every person holding an interest in a recorded blanket lien
against any time share interests in that time share unit executes
and records a nondisturbance agreement; or

(B) The director’s acceptance of a surety bond or an irrevocable
letter of credit meeting the requirements of section 514E-28 is
recorded[:]; or

The requirements of any alternative arrangements accepted by the

director have been met.”

SECTION 35. Section 514E-25, Hawaii Revised Statutes, is amended by
amending subsections (a), (b), and (c) to read as follows:

“(a) The lien payment deposit shall consist of either [()-nondelinguent];

0
Q)
(b)(1)

@

Nondelinquent purchase money contracts from purchasers of time

share interests in the time share plan; or [Gi)-othet]

Other assets deposited into trust by the developer and approved by

the director.

The purchase money contracts [must] shall have an aggregate re-

maining principal balance of not less than, and any other assets

deposited [muast] shall have a liquidated value of not less than, one
hundred ten per cent of the difference between [G)-the];

(A) The aggregate remaining principal balance owing under blan-
ket liens against the time share unit or time share interests in it,
including any prepayment penalties, release prices, and similar
charges[-Girthe]; and

(B) The amount of money, or its equivalent, in the trust and avail-
able at any time to be applied to the reduction of the principal
balance of the blanket lien.

The developer shall have the burden of establishing, to the satisfac-

tion of the director, the liquidated value of assets other than pur-

chase money contracts from purchasers in the time share plan.

If the blanket lien payment deposit consists of purchase money con-

tracts, the payments required to be made by purchasers under the

contracts shall: :

(A) Be due on or before the dates on which payments become du
on the blanket liens;

(B) If paid when due, be equal to at least one hundred ten per
cent of the amount required to be paid on the blanket liens on
[such] that date; and

(C) Be sufficient to pay, in full, during the term of [such] those
contracts:

(i) [aH] All amounts secured by the blanket liens, including
prepayment penalties and release prices, if any; and
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(ii) [a#] All service charges payable to the trustee, any collec-
tion agent, and any other servicing agent pursuant to the
trust instrument.

If the developer proposes to deposit into trust assets other than pur-

chase money contracts, [sueh] those assets [must] shall be sufficient

to pay debt service installments on the blanket lien as they become
due and to create a sinking fund or other arrangement adequate to
extinguish the debt secured by the blanket lien at its maturity.

In lieu of the requirements of subsection (b), the developer may

elect to follow the requirements of paragraphs (2), (3), (4), and (5)

[ef-this-subseetion] if the following requirements are met:

(A) The developer owns or leases under a lease for a term of not
less than thirty years all the noncommercial portions of a ho-
tel, condominium, cooperative, or other project;

(B) No more than seventy-five per cent of the appraised value
of the project is subject to a mortgage or other lien. The ap-
praised value shall be based on the use of the project prior to
the creation of the time share plan;

(C) [&)] As security for the obligations of the developer to the own-
ers[rthe]:

(i) The developer executes and records a mortgage in favor
of the trustee under the lien payment trust or the asso-
ciation, in either case as trustee on behalf of the owners,
twenty-five per cent of the appraised value of the project;
or

(ii) [the] The developer conveys or transfers the project to a
trust meeting the requirements of sections 514E-22 and
[23;] 514E-23, and under the terms of the trust instru-
ment the twenty-five per cent of the beneficial interest in
the trust is held for the benefit of, or conveyed or trans-
ferred to, the association, actmg as trustee for the own-

(D) The developer files a verified statement of the program of fi-
nancing, acceptable to the director, containing a cash flow
analysis showing that the developer has adequate funds to pay
the debt service installments on the blanket liens on the project
during the sales period and to extinguish the debt secured by
the blanket lien at its maturity, whether from sales proceeds,
loan commitments, income from operations of the project, or
other sources.

The purchase money contracts [must] shall have an aggregate re-

maining principal balance of not less than, and any other assets

deposited [must] shall have a liquidated value of not less than, one

hundred ten per cent of the difference between [G)-a]:

(A) A pro rata share of the aggregate remaining principal balance
owing under blanket liens against the time share unit or time
share interests in it, including any prepayment penalties, re-
lease prices, and similar charges[;-Gi)-al; and

(B) A pro rata share of the amount of money, or its equivalent, in
the trust and available at any time to be applied to the reduc-
tion of the principal balance of the blanket lien.
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The developer shall have the burden of establishing, to the satisfac-
tion of the director, the liquidated value of assets other than pur-
chase money contracts from purchasers in the time share plan.

If the blanket lien payment deposit consists of purchase money con-

tracts, the payments required to be made by purchasers under the

contracts [must:] shall:

(A) Be due on or before the dates on which payments become due
on the blanket liens;

(B) If paid when due, be equal to at least one hundred ten per cent
of a pro rata share of the amount required to be paid on the
blanket liens on [sueh] that date; and '

(C) Be sufficient to pay, in full, during the term of [sueh] those
contracts:

(1) [a] A pro rata share of all amounts secured by the blanket
liens, including prepayment penalties and release prices,
if any; and

(i) [aH] All service charges payable to the trustee, any collec-
tion agent, and any other servicing agent pursuant to the
trust instrument.

If the developer proposes to deposit into trust assets other than pur-
chase money contracts, [sueh] those assets [must] shall be sufficient
to pay a pro rata share of the debt service installments on the blan-
ket lien as they become due and to create a sinking fund or other
arrangement adequate to extinguish the debt secured by the blanket
lien at its maturity.
For purposes of this subsection, the term “pro rata share” means a
share proportionate to the ratio that the number of time share units
in which the sale of time share interests have been closed bears to
the total number of time share units in the project. No more than
fifty-one weeks of use annually may be attributed to each time share
unit in determining the pro rata share.

The developer may elect to terminate the use of the provisions of

this subsection upon satisfying all of the requirements of either sub-

section (b) or section 514E-26(c).”

SECTION 36. Section 516-1, Hawaii Revised Statutes, is amended by
amending the definition of “owner’s basis” to read as follows:

““Owner’s basis” means the value of the lessor’s leased fee interest in
the lot that would apply if [sueh] the interests were normally traded on an open
market. The fair market value of the owner’s basis shall be established to provide
the lessor with just compensation for the lessor’s interests in the lot and shall
take into consideration every interest and equity of the lessee in establishing that
market value. The value may be determined by either of the following methods,
or any other method [whieh] that is normally used by qualified appraisers in es-
tablishing the fair market value of a lessor’s leased fee interest in land:

M
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The sum of: [} -the]

(A) The future rental income stream for the lot for the term of the
lease discounted to present worth from the expiration date of
the lease; and [G-the]

(B)  The value of the lessor’s reversionary interest in the lot dis-
counted to present worth from the expiration date of the lease.

The discount rate shall be based on the maximum rate of return for

insured passbook demand [saving] savings account paid by the sav-

ings and loan institutions in Hawaii plus three and three-fourths per
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cent; provided[;-heweves] that the discount rate may be modified by
mutual agreement of the lessor, lessee, and the corporation; or

(2) The current fair market value of the lot, valued as if it were a fee
simple lot and as if the fee title were unencumbered, and excluding
onsite improvements, established by a market data approach utiliz-
ing comparable sales, less the following:

(A) The value of the lease, including any rights therein, if any,
[whieh] that accrues to the lessee;

(B) That percentage of the general enhancement of the neighbor-
hood [which] that has been paid for or contributed directly or
indirectly by the lessee;

(C) The current replacement cost of that portion of existing off-
site improvements, including overhead and profit at prevailing
rates, [whiek] that were paid for or otherwise contributed, di-
rectly or indirectly, by the lessee;

(D) That percentage of the general enhancement of the develop-
ment tract and the lot caused by the onsite improvements on
the lot paid for, or contributed, directly or indirectly, by the
lessee;

(E) That amount, not otherwise deducted herein, allocated to the
lot[;whiech] that was paid for or otherwise contributed, direct-
ly or indirectly, by the original lessee, computed at prevailing
rates for overhead and profit in developing the development
tract established by existing practice in the community; and

(F) That amount for fees and costs [whiek] that would ordinar-
ily be borne by the lessor in transferring [sueh] interest to the
lessee, including[;] but not limited tof;] attorneys’ or realtors’
commissions, other costs of sale, and similar fee;

provided[;-howevez] that the values established by any one of the

[foregeing] provisions in subparagraphs (A) to (F) shall not be du-

plicated in any one of the other provisions.”

SECTION 37. Section 516-32, Hawaii Revised Statutes, is amended to
read as follows:

“§516-32 Not for profit. It is declared to be the policy of the State that
the Hawaii housing finance and development corporation shall carry out its re-
sponsibilities under this part in an efficient manner so as to enable it to fix the
sales prices and rentals for residential lots at the lowest possible rates consistent
with the purpose of this part; and that the corporation shall not administer this
part for profit[;] or as a source of revenue to the State. To this end, the corpora-
tion shall fix the sales prices for residential lots or rentals for lots at no higher
rates or prices than it shall find to be necessary in order to produce revenues
[which] that (together with all other available moneys, revenues, income, and
receipts of the corporation from whatever sources derived under the administra-
tion of this part) will be sufficient[] to:

(1) [te-pays] Pay, as the same becomes due, the principal and interest on

the bonds of the corporation;

(2) [to-mmeet] Meet the cost off;] and [te] provide for the administration

of this part; and

(3) [te-ereate] Create a reserve sufficient to meet the largest principal

and interest payments [whiek] that will be due on [sueh] the bonds
in any one year thereafter and to maintain [sueh] the reserve.”
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SECTION 38. Section 516-43, Hawaii Revised Statutes, is amended to
read as follows:

“§516-43 Security for funds deposited. The Hawaii housing finance and
development corporation [may], by resolution, may provide that all moneys de-
posited by it shall be secured[] by:

(1) [by-any] Any securities by which funds deposited by the state direc-

tor of finance may be legally secured as provided in section 38-3[5];

or

(2) [byan] An undertaking with [sueh] sureties as are approved by the
corporation faithfully to keep and pay over upon the order of the
corporation any [sueh] deposits and agreed interest thereon, and all
banks and trust companies may give any [sueh] security for [sueh]
those deposits.”

SECTION 39. Section 516-63, Hawaii Revised Statutes, is amended to
read as follows:

“8516-63 Free assignability. Except as otherwise provided in section
516-35 and restrictions placed in leases by state or county agencies, a lessee may
assign the lessee’s lease at any time without the approval or consent of the lessor,
and the assignee shall have the same rights and obligations under the lease as the
original lessee; provided that no [sueh] assignment shall be effective to transfer
any interest in the lease unless the lessor has received:

(1) [either] Either a true executed copy of [sueh] the assignment or writ-

ten notice thereoff;]; , ‘

(2) [2] A reasonable service charge, except in case of an assignment by
way of mortgage or assignment to or by the Federal Housing Ad-
ministration [ex], Department of Veterans Affairs, or [the] Federal
National Mortgage Association or a foreclosure of mortgage or as-
signment in lieu of foreclosure[;]; and

(3) [the] The written undertaking of the assignee to perform all obliga-
tions of the lessee under the lease, which undertaking may be incor-
porated in [suaeh] the assignment.

No [sueh] assignment shall release the assignor from liability under the lease un-
less the lessor consents in writing to the assignment. A consent to the assignment
shall be deemed a consent to the release of the assignor from liability under the
lease. The lessor shall not require payment of any money for the lessor’s con-
sent except the service charge, nor withhold [sueh] consent ‘unreasonably. Any
person acquiring the leasehold estate in consideration of the extinguishment of
a debt secured by mortgage of the lease or through foreclosure sale, judicial or
otherwise, shall be liable to perform the obligations imposed on the lessee by the
lease only during the period [sueh] the person has possession or ownership of
the leasehold estate.”

SECTION 40. Section 516-66, Hawaii Revised Statutes, is amended to
read as follows:

“§516-66 Lease rental. (a) In every case of an extension under section
516-65, the annual lease rental during the first thirty years shall not exceed an
amount determined as follows:

(1) Compute to the nearest whole year, one hundred per cent of the un-

expired period of fixed rent at the commencement of the extended
term;
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(2) Multiply the number of years computed in paragraph (1) by the
fixed annual rent in effect immediately prior to the extension;

(3) Deduct from thirty years the number of years computed in para-
graph (1) and multiply that difference by the annual rent determined
by mutual agreement of lessor and lessee within thirty days after
[sueh] the extension or by arbitration in [aeserd] accordance with
chapter 658A; and

(4) Add the amounts computed in paragraphs (2) and (3) and divide
that sum by thirty. This sum rounded to the nearest dollar shall be
the annual rent for the first thirty years of the extended term; pro-
vided that [sueh] the rent shall not [witheut-the-consent-of-theles-
soz] be less than the annual rent in effect immediately prior to [sueh]
the extension[:], unless otherwise consented to by the lessor.

(b) The annual rent payable [hereunder] under subsection (a) for and
during the remaining period of the extended term shall be determined by mutual
agreement of the lessor and the lessee[;] or, if they fail to reach [sueh] an agree-
ment at least ninety days before the commencement of the period, by arbitration
in accordance with chapter 658A.”

SECTION 41. Section 519-3, Hawaii Revised Statutes, is amended by
amending subsection (d) to read as follows:

“(d) For purposes of this section:

[] “Cooperative housing corporation” means a corporation:

[A] (1) Having [ene-and] only one class of stock outstanding;

[B)] (2) Each of the stockholders of which is entitled, solely by reason
of the shareholder’s ownership of stock in the corporation, to oc-
cupy for dwelling purposes the dwelling unit in a building[;] owned
or leased by the corporation[;] and situated on land leased by the
corporation;

[€€)] (3) No stockholder of which is entitled [eithes], either conditionally
or unconditionally[}], to receive any distribution not out of earnings
and profits of the corporation, except in a complete or partial liqui-
dation of the corporation; and

[®)] (4) Eighty per cent or more of the gross income for the taxable year
in which the taxes and interest described in title 26 United States
Code section 216(a) are paid or incurred is derived from tenant
stockholders.

[)] “Offsite improvements” means all physical improvements [suehk-as],
including but not limited to[;] roads, sewer lines, sewage treatment plants, and
underground utility cables, constructed or placed in a subdivision or develop-
ment off the land intended for occupancy, which improvements are to be used in
common by occupants of all lands adjoining [saeh] the improvements or by oc-
cupants of all lands for whose benefit the improvements have been constructed
or placed.

[)] “Onsite improvements” means all physical improvements placed on
a residential lot intended for occupancy, which improvements are for the benefit
of occupants of that lot, including[;] but not limited to[;] dwelling units, garages,
service buildings, stairs, walkways, driveways, walls, trees, shrubs, landscaping,
and pools.

[(Hh—:Owner’s basis”means-the-value-of thelessor’sleased fee-interestin
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)] “Original percentage rate” means the percentage derived by dividing
the annual lease rent established for the first fixed rent period under the lease by
the fair market value of the land as of the first day of the first fixed rent period.

“Owner’s basis” means the value of the lessor’s leased fee interest in the

property that would apply if the interest were normally traded on an open mar-
ket. The fair market value of the owner’s basis shall be established to provide
the lessor with just compensation for the lessor’s interests in the lot and shall
take into consideration every interest and equity of the lessee in establishing that
market value. The value may be determined by any method that is normally used
by qualified appraisers in establishing the fair market value of a lessor’s leased

fee interest in land.”

SECTION 42. Section 554-10, Hawaii Revised Statutes, is amended by
amending subsection (a) to read as follows:

“(a) In the administration of any trust [whieh] that is a “private founda-
tion”, as defined in section 509 of the Code or to which section 4947 of the Code
apphes the following shall be prohibited:

[ (1) Engaging in any act of “self-dealing” [¢as], as defined in section
4941(d) of the Code[3];
[6B] (2) Retaining any “excess business holdings” [¢as], as defined in sec-
tion 4943(c) of the Code[}];
[Gi)] (3) Making any investments in [sueh] a manner as to subject it to tax
under section 4944 of the Code; and
[6w] (4) Making any “taxable expenditures” [¢as], as defined in section
4945(d) of the Code3);
provided that this subsection [(&}] shall not apply to [sueh] amounts of any trust
to which section 4947(a)(2) of the Code applies, as [are] described in the second
sentence of [said] section 4947(a)(2) of the Code, and [i

] paragraphs (2) and (3) shall not apply to any trust to which [said]
section 4947(a)(2) of the Code applies [which-is], as described in section 4947(b)(3)

of the Code.”

SECTION 43. Section 557A-104, Hawaii Revised Statutes, is amended

by amending subsection (c) to read as follows:

“(c) A trustee may not make an adjustment:

(1) That diminishes the income interest in a trust that requires all of
the income to be paid at least annually to a surviving spouse and for
which an estate tax or gift tax marital deduction would be allowed,
in whole or in part, if the trustee did not have the power to make the
adjustment;

(2) That reduces the actuarial value of the income interest in a trust to
which a person transfers property with the intent to qualify for a gift
tax exclusion;

(3) That changes the amount payable to a beneficiary as a fixed annuity
or a fixed fraction of the value of the trust’s assets;

(4) From any amount that is permanently set aside for charitable pur-
poses under a will or the terms of a trust, unless both income and
principal are so set aside; provided that a trustee may transfer in-
come to principal only upon a court order (unless the trustee is
holding institutional funds as defined in section [537B-3] 517E-2
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exclusively for the benefit of a community foundation and section
[537D-4] 517E-4 applies);

(5) If possessing or exercising the power to make an adjustment may
cause an individual to be treated as the owner of all or part of the
trust for income tax purposes, and the individual would not be treat-
ed as the owner if the trustee did not possess the power to make an
adjustment;

(6) If possessing or exercising the power to make an adjustment causes
all or part of the trust assets to be included for estate tax purposes
in the estate of an individual who has the power to remove a trustee
or appoint a trustee, or both, and the assets would not be included
in the estate of the individual if the trustee did not have the power
to make an adjustment; or

(7) If the trustee is a beneficiary of the trust.”

SECTION 44. Section 571-21, Hawaii Revised Statutes, is amended by
amending subsection (d) to read as follows:

“(d) In children’s cases[;] under section 571-11(1) and (2), the petition
and all subsequent court documents shall be suitably entitled so as to indicate
that the proceeding is in the interest of rather than against the child or minor
involved. The petition shall be verified and statements may be made upon infor-
mation and belief. [] The petition shall set forth plainly[:] the:

(1) [thefactswhich] Facts that bring the child within the purview of this

chapter;

(2) [thename;] Name, age, and residence of the child;

(3) [thenames] Names and residences of the child’s parents; and

(4) [thename] Name and residence of the child’s legal guardian if there

[be] is one, of the person or persons having custody or control of the
child, or of the nearest known relative if no parent or guardian can
be found.
If any of the facts required are not known by the petitioner, the petition shall so
state. In cases brought pursuant to section 571-11(2)(A) and (C), a certified copy
of the child’s school attendance records shall constitute prima facie evidence of
the child’s nonattendance at school or nonreceipt of educational services. [A-eer-

tified-copy-is-defined-as] “Certified copy” means a copy signed by the principal
and educator of the child [fres] whose class the child did not attend.”

SECTION 45. Section 571-31, Hawaii Revised Statutes, is amended by
amending subsection (b) to read as follows:

“(b) When an officer or other person takes a child into custody, the par-
ents, guardian, or legal custodian shall be notified immediately. The child shall
be:

(1) [released] Released to the care of the child’s parent or other respon-

sible adult;

(2) [referred] Referred or delivered to the court or other designated
agency with or without simultaneous release to parent or other re-
sponsible adult; or

(3) [taken] Taken directly to a detention facility[;] if the child’s immedi-
ate welfare or the protection of the community requires it[;] or if the
child is subject to detention for violation of a court order of proba-
tion or protective supervision.”

SECTION 46. Section 577-15, Hawaii Revised Statutes, is amended to
read as follows:
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“§577-15 Children deemed to be orphans. For the purpose of taking, or
determining eligibility to take, any benefit under any law or under any private
instrument by the terms of which orphans are eligible to receive benefits, a child
born [ef] to parents not married to each other and not adopted shall be deemed
an orphan; provided that nothing in this section shall be construed to:

(1) [te-deprive] Deprive any [sueh] child of any rights of inheritance,

[e£] any rights to support, or any other rights[;] to which the child
would be entitled[;]; or

(2) [te-affeet] Affect the liabilities of any other person with respect to

- any [sueh] child to which the person would be subject[;] if this sec-
tion had not been enacted.”

SECTION 47. Section 578-7, Hawaii Revised Statutes, is amended to
read as follows:

“8§578-7 Substituted or constructive service. Upon the filing of the af-
fidavit referred to in section 578-6, the court may order service of the notice
prescribed in sections 578-2 and 578-4 to be made as follows:

(1) Personal service or service by registered mail without the State. If
the residence of a nonresident legal parent is known or is ascer-
tained at any stage of the proceeding prior to the filing of a return
of service pursuant to section 578-5, the court may order that ser-
vice of notice of the time and place of hearing of the petition and
of a copy thereof and of a copy of the court’s order be made upon
[sueh] the parent by:

(A) [by—persoenal] Personal service thereof, without the State, by
[sueh] a person and in [sueh] 2 manner as the court may di-
rect[;]; or

(B) [by-sending] Sending certified copies of the petition and of the
notice of the time and place of the hearing thereof and of the
court’s order, by registered mail, addressed to [sueh] the par-
ent, with request for return receipt, which service, evidenced
by [sueh] the receipt signed by the parent and returned to the
clerk of the court, shall be regarded as equivalent to service by
publication or in lieu thereof.

When service is made pursuant to this paragraph, the time appoint-

ed for the hearing of the petition shall be not less than twenty-one

days subsequent to the date of service as [herein] provided[:] in this
paragraph.

(2) Service by publication. If the residence of [sueh] a parent is not
known and cannot be ascertained, or if an attempt to effect ser-
vice by either of the methods authorized in paragraph (1) [hereof]
is unsuccessful, the court may order that service shall be made by
publication. The order shall direct that publication of notice of the
pendency of the petition and of the time and place of the hear-
ing thereof be made in a newspaper or newspapers suitable for the
advertisement of notices of judicial proceedings once in each week
for not less than four successive weeks as the court may prescribe,
the last publication to be not less than twenty-one days prior to the
time appointed for the hearing of the petition. The court [may], in
addition to ordering publication, may direct that a copy of the peti-
tion and notice be forthwith deposited in the post office, addressed
to [sueh] the parent at the parent’s last known place of residence.
The service of the notice required by section 578-2 shall be deemed
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complete at the expiration of the time prescribed by the order of
publication.”

SECTION 48. Section 580-3.5, Hawaii Revised Statutes, is amended to
read as follows:

“[f1§580-3.5[}] Personal judgment against absent defendant. In any pro-
ceeding in the family court, the court [shall-have-the-pewer—+te] may render a
personal judgment against a party who is outside of this State and over whom
jurisdiction is acquired by service of process in the manner set forth in section
580-3(b) or (c), if the party was personally served with a copy of the summons or
order to show cause and complaint or other pleading upon which the judgment
is based and if the party was a domiciliary of this State at the time:

(1) [atthe-time-that-the] The cause of action [whieh] that is the subject

of the proceeding arose[;-ef]:

(2) [atthetime-of] Of the commencement of the proceedingf;]; or

(3) [atthe-time-of] Of service.”

SECTION 49. Section 831-3.1, Hawaii Revised Statutes, is amended by

amending subsection (f) to read as follows:

“(f) Notwithstanding any law to the contrary, this section shall not ap-

ply to:

(1) Denials by the department of human services, the department of
health, or any other branch, political subdivision, or agency of any
certificate of approval, license, or permit to any organization, in-
stitution, home, or facility subject to licensure under chapters 321,
333F, and 346;

(2) Denials of employment as a staff member of a youth correctional
facility operated under chapter 352;

(3) Denials of employment as an employee of a detention or shelter
facility established or designated pursuant to section 571-33;

(4) Denials of employment as a staff member of a correctional facil-
ity pursuant to chapter 353, or as a staff member that requires the
exercise of police powers, including the power to arrest, in the per-
formance of the staff member’s duties pursuant to chapter 353C;

(5) Denials of employment of applicants or employees pursuant to sec-
tion 78-2.7;

(6) Denials or termination of employment as an employee, employee
applicant, or employee or agent of a contractor of the department
of taxation with access to federal tax information pursuant to sec-
tion 231-1.6;

(7) Denials or termination of employment as an employee, employee
applicant, or employee or agent of a contractor of the department
of human services with access to federal tax information pursuant
to section 346-2.5;

(8) Denials or termination of employment as an employee, employee
applicant, or employee or agent of a contractor of the department
of labor and industrial relations with access to federal tax informa-
tion pursuant to section 383-110; and

(9) Denials or termination of employment as an employee, employee
applicant, or employee or agent of a contractor of the child support
enforcement agency with access to federal tax information pursuant
to section 576D-11.5.”
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SECTION 50. Section 235-12, Hawaii Revised Statutes, is repealed.

SECTION 51. This Act does not affect rights and duties that matured,
penalties that were incurred, and proceedings that were begun before its effective
date.

SECTION 52. Statutory material to be repealed is bracketed and strick-
en.! New statutory material is underscored.

SECTION 53. This Act shall take effect upon approval; provided that
the amendments made to section 329-38(h), Hawaii Revised Statutes, by section
19 of this Act shall not be repealed when that section is reenacted on June 30,
2023, pursuant to section 6 of Act 66, Session Laws of Hawaii 2017.

(Approved June 4, 2018.)

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

ACT 19 H.B. NO. 2336

A Bill for an Act Relating to Employer Contributions to the Employees’ Retire-
ment System.

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

SECTION 1. The purpose of this Act is to facilitate the payment by the
State and counties of contributions to the employees’ retirement system in ad-
vance of the fiscal year in which the contributions are required by allowing the
payments to be held by the system and credited against the future obligations of
the employers.

In allowing advance payments to the employees’ retirement system by
the State and counties, it is not the intent of the legislature to require separate
accounts to be maintained for each employer that can only be used to pay ben-
efits of a particular employer’s employees. The legislature recognizes that, for
purposes of the standards of the Government Accounting Standards Board, the
employees’ retirement system is a cost-sharing multiple-employer pension plan
in which the pension obligations to the employees of the State and counties are
pooled and the assets of the employees’ retirement system can be used to pay
the pensions of all State and county employees who are members of the system.

SECTION 2. Chapter 88, Hawaii Revised Statutes, is amended by add-
ing a new section to subpart D of part II to be appropriately designated and to
read as follows:

“§88- Advance payments of State and county contributions to the sys-
tem. (a) The State and counties may pay to the system amounts in excess of the
annual amounts required to be paid pursuant to this chapter. The payments
shall be made, and the system shall hold, account for, and apply the payments,
as provided in this section.

(b) The State or a county shall notify the system in writing whether any
payment it makes to the system should be applied to payment of its contribu-
tions for the current fiscal year or credited to its contributions for future fiscal
years. If the State or a county fails to provide written notice whether a payment
applies to payment of contributions for the current fiscal year or is to be cred-
ited to contributions for future fiscal years, or if the State or a county provides
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written notice that a payment should be applied to contributions for the current
fiscal year, section 88-124 or section 88-126 shall apply to the payment. If the
State or a county provides written notice to the system that a payment should
be credited to contributions for future fiscal years, this section shall apply to the
payment.

(¢) The State and counties may be credited with interest on their ad-
vance payment credits on the last day of each fiscal year, based on the average
monthly balance as of the last day of each month, of their advance payment
credit during the fiscal year. The interest rate shall be set by the board; provided
that the interest rate shall not be greater than the investment return for the fiscal
year.

(d) Within sixty days following the end of each fiscal year, the system
shall notify the State and the counties of their respective advance payment cred-
its as of the end of the fiscal year.

(e) The State or a county may, by written notice to the system, apply
all or a portion of their respective advance payment credit to the payment of
contributions. The written notice shall be given to the system no later than one
hundred twenty days following the start of fiscal year in which the payment will
be applied and shall specify the amount of the advance payment credit to be
applied. The advance payment credits shall be applied in the same manner as
contributions made pursuant to sections 88-124 and 88-126.

(f) Payments by the State and counties in excess of the annual amounts
required to be paid to the system pursuant to this part shall be included in the
pension accumulation fund, even though the payments have not been applied to
the contribution obligations of the State or counties. Advance payment credits
shall not be taken into account in determining the system’s unfunded accrued
liability for purposes of section 88-122, or in determining employer contribution
rates, until the system has received written notice that the advance payment cred-
its should be applied to payment of the contribution obligations for the current
year.

(g) For purposes of this section, “advance payment credit” means the
sum of all payments credited to contributions for future fiscal years, less sums
deducted to pay contributions, together with interest credited thereon.”

SECTION 3. New statutory material is underscored.’
SECTION 4. This Act shall take effect on July 1, 2018.

(Approved June 4, 2018.)
Note

1. Edited pursuant to HRS §23G-16.5.

ACT 20 S.B. NO. 2361

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

PART 1

SECTION 1. There are appropriated or authorized from the sources of
funding indicated below to collective bargaining statewide (BUF 102) the fol-
lowing sums or so much thereof as may be necessary to fund for fiscal biennium
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2017-2019 all collective bargaining cost items in the agreement negotiated with
the exclusive bargaining representative of collective bargaining unit (14):

FY 2017-2018 FY 2018-2019

General Funds $952,743 $2,062,636
Special Funds $ 73,756 $ 152,404
Interdepartmental Transfers  $ 150,963 $ 325,230

SECTION 2. Funds appropriated or authorized by this part shall be al-
lotted by the director of finance to the appropriate state departments for expen-
diture in the respective fiscal year for the purposes of this part.

PART II

SECTION 3. There is appropriated from the source of funding indicated
below to collective bargaining statewide (BUF 102) the following sums or so
much thereof as may be necessary to fund for fiscal biennium 2017-2019 the
salary increases and other cost adjustments authorized by chapter 89C, Hawaii
Revised Statutes, for state officers and employees in the executive branch who are
excluded from collective bargaining and belong to the same compensation plans
as those officers and employees within collective bargaining unit (14):

FY 2017-2018 FY 2018-2019
General Funds $ 21,321 $ 46,582

SECTION 4. Funds appropriated by this part shall be allotted by the
director of finance to the appropriate state departments for expenditure in the
respective fiscal year for the purposes of this part.

PART III

SECTION 5. Salary increases and cost adjustments provided in this Act
for any officer or employee whose compensation is paid, in whole or in part,
from federal, special, or other funds shall be paid wholly or proportionately, as
the case may be, from the respective funds.

SECTION 6. Funds appropriated or authorized by this Act that are not
expended or encumbered by June 30, 2019, shall lapse as of that date.

SECTION 7. This Act shall take effect upon its approval.
(Approved June 4, 2018.)

ACT 21 H.B. NO. 2345

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

SECTION 1. Section 489D-7, Hawaii Revised Statutes, is amended by
amending subsection (b) to read as follows:

“(b) The security device shall be in a form satisfactory to the commis-
sioner and shall run to the State for the benefit of any claimants against the
licensee to secure the faithful performance of the obligations of the licensee re-
lating to the receipt, handling, transmission, and payment of money or mon-
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etary value in connection with [the-sale-and-issuance-of paymentinstruments
or-transmissten-of| money[:] transmissions. In the case of a bond, the aggregate
liability of the surety shall not exceed the principal sum of the bond. Claimants
against the licensee may bring suit directly on the security device or the commis-
sioner may bring suit on behalf of claimants, either in one action or in successive
actions.”

may:

SECTION 2. Section 489D-34, Hawaii Revised Statutes, is amended to
read as follows:

“[[1§489D-34[}-Rudes-The-commissioner may-adopt] Powers of the com-
missioner. In addition to any other powers provided by law, the commissioner

BE
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a3)

Adopt rules pursuant to chapter 91 to implement this chapter(:];

Administer and enforce the provisions and requirements of this
chapter;

Issue declaratory rulings and informal nonbinding interpretations;
Develop requirements for licensure;

Process and investigate complaints, subpoena witnesses and docu-
ments, administer oaths, and receive affidavits and oral testimony,
including telephonic communications;

Investigate and conduct hearings, including contested case proceed-
ings under chapter 91, regarding any violation of this chapter, or
any rule or order of, or agreement with, the commissioner;

Create fact-finding committees that may make recommendations to
the commissioner for the commissioner’s deliberations;

Require disclosure of relevant criminal history in accordance with
this chapter and conduct criminal history record checks in accor-
dance with chapter 846;

Contract with or employ qualified persons who may be exempt from
chapter 76, including investigators, examiners, auditors, and attor-
neys, to assist the commissioner in exercising the commissioner’s
powers and duties;

Regu1re that all revenues, fees, and fines collected by the commis-
sioner under this chapter be deposited into the compliance resolu-
tion fund established pursuant to section 26-9(0);

Revoke, suspend. or otherwise limit the license of any money trans-
mitter for any violation of this chapter, or any rule or order of, or
agreement with, the commissioner;

Report any violation of this chapter or violation of federal or state
law to the Consumer Financial Protection Bureau or other federal
agency having jurisdiction over the licensee; and

Do any and all things necessary or incidental to the exercise of the
commissioner’s power and duties.”

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

SECTION 4. This Act shall take effect upon its approval.
(Approved June 4, 2018.)
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ACT 22 H.B. NO. 2342

A Bill for an Act Relating to Consumer Credit Reporting Agencies.
Be It Enacted by the Legislature of the State of Hawaii:

SECTION 1. The legislature finds that recent events involving security
breaches of databases containing sensitive identifying information, such as so-
cial security numbers and addresses, have shown that these databases continue to
be at high risk of infiltration by identity thieves.

Accordingly, the purpose of this Act is to enhance consumer protections
by:

(1) Expanding the methods by which a consumer may request a secu-

rity freeze; and

(2) Specifying that a consumer credit reporting agency shall not charge

a fee for placing, lifting, or removing a security freeze on a con-
sumer’s credit report or for placing or removing a security freeze on
a protected consumer’s credit report or records.

SECTION 2. Section 489P-1, Hawaii Revised Statutes, is amended to
read as follows:

“l1§489P-1]] Purpose. The Federal Trade Commission [reeently] deter-
mined that between October 1998[;] and September 2003, more than twenty-
seven million three hundred Americans [have—been] were victims of identity
theft, resulting in billions of dollars of losses to consumers. The purpose of this
chapter is to protect Hawaii consumers [wheo-are-vietims-of-identity-theft] by al-
lowing [them] consumers to place a security freeze on their credit reports. This
security freeze will prohibit a consumer reporting agency from releasing any in-
formation to unauthorized parties without the consumer’s express authorization
and provide consumers more control over who has access to their credit report.
This chapter aims to effectively prevent identity thieves from continuing to se-

cure credit in [ap-identity-theftvietim’s] someone else’s name.”

SECTION 3. Section 489P-2, Hawali Revised Statutes, is amended as
follows:

1. By amending the definition of security freeze” to read:

““Security freeze” means a notice placed in a credit report[;] at the re-
quest of the consumer [whe—ls—a—vreéma—ef—rdeﬂ{-&y—t-heﬁ—] or the protected con-

sumer’s representative.”
2. By deleting the definition of “identity theft”.

[“Qéeﬂt&ythefﬁimemm&e—&&&&&reﬂzed—usee#&neﬂieﬁperse&ﬁdenﬁ-
=]

SECTION 4. Section 489P-3, Hawaii Revised Statutes, is amended as
follows:
1. By amending subsection (a) to read:
“(a) Any consumer who is a resident of this State may place a security
freeze on the consumer’s credit report. A consumer credit reporting agency shall

not charge [a-vietim-of-identity-theft] a fee for placing, lifting, or removing a
[but-may-charge-any other consumerafee-not

securlty freeze ona credlt report
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A consumer who is a resident of this State [and-has-been-the-vietim—of
identity-theft] may place a security freeze on the consumer’s credit report by

making a request [i-writing-by-eertified-mail] to a consumer credit reporting
agency, at an address, telephone number, or website designated by the consumer

credit reporting agency to receive such requests, [with-a—valid-eepy-of-a-pohiee

following methods:

(1) First-class mail;

(2) Telephone call; or

(3) Secure website.

A security freeze shall prohibit the consumer credit reporting agency
from releasing the consumer’s credit report or any information from it without
the express authorization of the consumer. This subsection shall not prevent
a consumer credit reporting agency from advising a third party that a security
freeze is in effect with respect to the consumer’s credit report.”

2. By amending subsection (g) to read:

“(g) A consumer reporting agency shall remove or temporarily lift a se-
curity freeze placed on a consumer’s credit report only in the following cases:

(1) Upon consumer request; or

(2) When the consumer’s credit report was frozen due to a material mis-

representation of fact by the consumer.
If a consumer reporting agency [intends—to—remeve] removes a security freeze
upon a consumer’s credit report pursuant to this subsection, the consumer re-
porting agency shall [retify] send a written confirmation of the removal of the

security freeze to the consumer [ia-witing-prior-te] within five business days of
removing the security freeze on the consumer’s credit report.”

SECTION 5. Section 489P-3.5, Hawaii Revised Statutes, is amended as

follows:

1. By amending subsection (a) to read:

“(a) A consumer credit reporting agency shall place a security freeze on

a protected consumer’s credit report or records if:

(1) The consumer credit reporting agency receives a request from the
protected consumer’s representative for the placement of the secu-
rity freeze under this section; and

(2) The protected consumer’s representative:

(A) Submits the request to the consumer credit reporting agency at
the address or other point of contact specified by the consumer
credit reporting agency;

(B) Provides to the consumer credit reporting agency sufficient
proof of identification of the protected consumer and the pro-
tected consumer’s representative; and

(C) Provides to the consumer credit reporting agency sufficient
proof of authority to act on behalf of the protected consum-
er[;and

in-subsectionth)].
2. By amending subsection (f) to read:

2

83



ACT 23

“(f) If a protected consumer or a protected consumer’s representative
wishes to remove a security freeze for the protected consumer, the protected con-
sumer or the protected consumer’s representative shall:

(1) Submit a request for the removal of the security freeze to the con-
sumer credit reporting agency at the address or other point of con-
tact specified by the consumer credit reporting agency; and

(2) Provide to the consumer credit reporting agency:

(A) In the case of a request by the protected consumer:

(i) Proof that the sufficient proof of authority for the pro-
tected consumer’s representative to act on behalf of the
protected consumer 1s no longer valid; and

(i) Sufficient proof of identification of the protected con-
sumer; or

(B) In the case of a request by the representative of a protected
consumer;

(i) Sufficient proof of identification of the protected con-
sumer and the representative; and

(i) Sufficient proof of authority to act on behalf of the pro-

tected consumer|;-ané

3. By amending subsection (h) to read:

“(h) A consumer credit reporting agency [may] shall not charge a [rea-
sonable] feel; 5 for placing
or removing a security freeze on a credit report or records for a protected con-
sumer(; ided-that-a-consume it-report hallnot-charge-afee

ad = “ O can
Byvams O Cl PO g Y a

SECTION 6. Statutory material to be repealed is bracketed and stricken.
New statutory material is underscored.

SECTION 7. This Act shall take effect on July 1, 2018.
(Approved June 4, 2018.) 4

ACT 23 H.B. NO. 2349

A Bill for an Act Relating to Citations for Motor Vehicle Repair Violations.
Be It Enacted by the Legislature of the State of Hawaii:

SECTION 1. Chapter 437B, Hawaii Revised Statutes, is amended by
adding a new section to be appropriately designated and to read as follows:

“8437B- Citation for licensee violations; fines. (a) In addition to any
other remedy available under this chapter, the department may issue a citation to
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any person who holds a motor vehicle repair dealer or motor vehicle mechanic
license for any of the following violations of this chapter or the rules adopted
pursuant to this chapter and chapter 91:

(1) Failure of a motor vehicle repair dealer to conspicuously display the
dealer’s licensure certificate or certification certificate in the dealer’s
place of business;

(2) Failure of a motor vehicle repair dealer to conspicuously place a
board-approved sign in all the dealer’s motor vehicle repair loca-
tions; or

(3) Failure of a motor vehicle mechanic to carry or have readily avail-
able for inspection the pocket card provided to the motor vehicle
mechanic by the department.

(b) Each citation:

(1) Shall be in writing and describe the basis of the citation, including
the specific statute or rule violated;

(2) May contain an order of abatement and the assessment of a fine
in the amount of $250 for each violation by a motor vehicle repair
dealer and a fine in the amount of $100 for each violation by a mo-
tor vehicle mechanic;

(3) Shall be served on the licensee by personal service; and

(4) Shall inform the licensee that the licensee may submit a written re-
quest to the board or its designee for a hearing to contest the cita-
tion, within twenty calendar days from the service of the citation.

(c) If the licensee timely submits a written request to the board or its
designee for a hearing, the board may designate a hearings officer to conduct the
hearing in accordance with chapter 91.

(d) If the licensee does not timely submit a written request to the board
or its designee for a hearing, the citation shall be deemed a final order of the
board.

(e) Failure of a licensee to pay any assessed fine within thirty calendar
days, unless the licensee contests the citation, may result in further disciplinary
action taken by the board.”

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. New statutory material is underscored.!

SECTION 4. This Act shall take effect on July 1, 2018.
(Approved June 4, 2018.)

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

ACT 24 S.B. NO. 2740

A Bill for an Act Making Appropriations for Claims Against the State, its
Officers, or its Employees.

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

PART1

SECTION 1. The legislature finds and declares that the following claim
for legislative relief recommended for approval as to the following named person
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for claims against the State or the department of accounting and general services
or its officers or employees for the payment of judgments or settlements, or other
liabilities, in the amount set forth opposite their name, is approved for payment:

JUDGMENTS AGAINST THE STATE

AND SETTLEMENTS OF CLAIMS: - AMOUNT
1. DEPARTMENT OF ACCOUNTING AND GENERAL SERVICES:
Carrancho, et al. v. City and County of $ 52,500.00
Honoluly, et al., Civil No. 16-1-0246-02, Settlement
First Circuit
SUBTOTAL.: $ 52,500.00
TOTAL (SECTION 1): $ 52,500.00

Provided that of legislative appropriation item K-37 for the department
of accounting and general services for fiscal year 2017-2018 in section 3 of Act
49, Session Laws of Hawaii 2017, the general fund sum of $52,500 shall be ex-
pended from the 2017-2018 budget (AGS 232, general funds) by the department
of accounting and general services for the purposes of this Act.

PART 11

SECTION 2. The legislature finds and declares that the following claim
for legislative relief recommended for approval as to the following named person
for claims against the State or the department of education or its officers or em-
ployees for the payment of judgments or settlements, or other liabilities, in the
amount set forth opposite their name, is approved for payment:

JUDGMENTS AGAINST THE STATE

AND SETTLEMENTS OF CLAIMS: AMOUNT
2. DEPARTMENT OF EDUCATION:
Clark, et al. v. Department of Education, $ 35,000.00
et al., Civil No. 15-1-2486-12, First Circuit Settlement
SUBTOTAL: $ 35,000.00
TOTAL (SECTION 2): $ 35,000.00

Provided that of legislative appropriation item G-6 for the department
of education for fiscal year 2017-2018 in section 3 of Act 49, Session Laws of
Hawaii 2017, the general fund sum of $35,000 shall be expended from the 2017-
2018 budget (EDN 500, general funds) by the department of education for the
purposes of this Act.

PART III

SECTION 3. The legislature finds and declares that the following claim
for legislative relief recommended for approval as to the following named per-
son for claims against the State or the department of Hawaiian home lands or
its officers or employees for the payment of judgments or settlements, or other
liabilities, in the amount set forth opposite their name, is approved for payment:
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JUDGMENTS AGAINST THE STATE

AND SETTLEMENTS OF CLAIMS: AMOUNT
3. DEPARTMENT OF HAWAITAN HOME LANDS:
Arthur, et al. v. State of Hawaii, et al. $ - 200,000.00
Civil No. 05-1-1981-11, First Circuit Settlement
SUBTOTAL: $  200,000.00
TOTAL (SECTION 3): $  200,000.00

Provided that of legislative appropriation item F-24 for the department
of Hawaiian home lands for fiscal year 2017-2018 in section 3 of Act 49, Session
Laws of Hawaii 2017, the general fund sum of $200,000 shall be expended from
the 2017-2018 budget (HHL 625, general funds) by the department of Hawaiian
home lands for the purposes of this Act.

PART IV

SECTION 4. The legislature finds and declares that the following claim
for legislative relief recommended for approval as to the following named person
for claims against the State or the department of health or its officers or em-
ployees for the payment of judgments or settlements, or other liabilities, in the
amount set forth opposite their name, is approved for payment:

JUDGMENTS AGAINST THE STATE

AND SETTLEMENTS OF CLAIMS: AMOUNT
4, DEPARTMENT OF HEALTH:
Johnson v. Rainbow Rehabilitation Services, $ 1,601,536.97
Inc., et al., Civil No. 07-1-1855-10, Judgment
First Circuit
SUBTOTAL: $ 1,601,536.97
TOTAL (SECTION 4): $ 1,601,536.97

Provided that of legislative appropriation item E-16 for the department
of health for fiscal year 2017-2018 in section 3 of Act 49, Session Laws of Hawaii
2017, the general fund sum of $1,601,536.97 shall be expended from the 2017-
2018 budget (HTH 460, general funds) by the department of health for the pur-
poses of this Act.

PART V

SECTION 5. The legislature finds and declares that the following claims
for legislative relief recommended for approval as to the following named per-
sons for claims against the State or the department of human services or its
officers or employees for the payment of judgments or settlements, or other lia-
bilities, in the amounts set forth opposite their names, are approved for payment:

JUDGMENTS AGAINST THE STATE

AND SETTLEMENTS OF CLAIMS: AMOUNT
5. DEPARTMENT OF HUMAN SERVICES:
Ah Chong, et al. v. McManaman $ 850,000.00
Civil No. 13-00663 LEK-KSC, USDC Settlement
Kalili v. Department of Human Services, $ 115,000.00
et al., Civil No. 13-1-0171, Third Circuit Settlement
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Lahti, et al. v. State of Hawaii, et al. $  500,000.00
Civil No. 08-1-0132(3), Second Circuit Settlement
Sheehey, et al. v. State of Hawaii $ 2,341,103.10
Civil No. 14-1-1709-08 VLC, First Circuit Settlement
SUBTOTAL.: $ 3,806,103.10
TOTAL (SECTION 5): $ 3,806,103.10

Provided that of legislative appropriation item F-1 for the department
of human services for fiscal year 2017-2018 in section 3 of Act 49, Session Laws
of Hawaii 2017, the general fund sum of $3,806,103.10 shall be expended from
the 2017-2018 budget (HMS 301, general funds) by the department of human
services for the purposes of this Act.

PART VI

SECTION 6. The legislature finds and declares that the following claims
for legislative relief recommended for approval as to the following named per-
sons for claims against the State or the department of land and natural resourc-
es or its officers or employees for the payment of judgments or settlements, or
other liabilities, in the amounts set forth opposite their names, are approved for
payment:

JUDGMENTS AGAINST THE STATE

AND SETTLEMENTS OF CLAIMS: AMOUNT

6. DEPARTMENT OF LAND AND NATURAL RESOURCES:
Claim of Sandra Lee Atkinson $ 20,212.30
Civil No. 13-00663 LEK-KSC, USDC Settlement
Umberger, et al. v. Department of Land and Natural Resources, $ 74,491.81
Civil No. 12-1-2626-10, Third Circuit Judgment
Corbett v. Kyo-Ya Hotels & Resorts, LP, et al. $ 75,000.00
Civil No. 17-1-0371-03, First Circuit Settlement
SUBTOTAL: $  169,704.11
TOTAL (SECTION 6): $ 169,704.11

Provided that of legislative appropriation item A-23 for the department
of land and natural resources for fiscal year 2017-2018 in section 3 of Act 49,
Session Laws of Hawaii 2017, the general fund sum of $169,704.11 shall be ex-
pended from the 2017-2018 budget (LNR 141, general funds) by the department
of land and natural resources for the purposes of this Act.

PART VI

SECTION 7. The legislature finds and declares that the following claims
for legislative relief recommended for approval as to the following named per-
sons for claims against the State or the department of public safety or its officers
or employees for the payment of judgments or settlements, or other liabilities, in
the amounts set forth opposite their names, are approved for payment:
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JUDGMENTS AGAINST THE STATE

AND SETTLEMENTS OF CLAIMS: AMOUNT

7. DEPARTMENT OF PUBLIC SAFETY:
Hopfe v. State of Hawaii, et al. $ 20,000.00
Civil No. 16-1-0645-04, First Circuit Settlement
Smith v. State of Hawaii, et al. $ 50,000.00
Civil No. 14-00432 LEK-KSC, USDC Settlement
Castro v. Melchor, et al. $  634,465.45
Civil No. 08-1-0901-05, First Circuit SCWC No. 12-0000753 Judgment
SUBTOTAL: $ 704,465.45
TOTAL (SECTION 7): $  704,465.45

Provided that of legislative appropriation item I-11 for the department
of public safety for fiscal year 2017-2018 in section 3 of Act 49, Session Laws of
Hawaii 2017, the general fund sum of $704,465.45 shall be expended from the
2017-2018 budget (PSD 421, general funds) by the department of public safety
for the purposes of this Act.

PART VIII

SECTION 8. The legislature finds and declares that the following claim
for legislative relief recommended for approval as to the following named per-
son for claims against the State or the Hawaii state public library system or its
officers or employees for the payment of judgments or settlements, or other li-
abilities, in the amount set forth opposite their name, is approved for payment:

JUDGMENTS AGAINST THE STATE

AND SETTLEMENTS OF CLAIMS: AMOUNT
8. HAWAII STATE PUBLIC LIBRARY SYSTEM:
Woolpert v. State of Hawaii, et al. $ 155,000.00
Civil No. 15-1-0923-05, First Circuit Settlement
SUBTOTAL: $  155,000.00
TOTAL (SECTION 8): $  155,000.00

Provided that of legislative appropriation item G-14 for the Hawaii state
public library system for fiscal year 2017-2018 in section 3 of Act 49, Session
Laws of Hawaii 2017, the general fund sum of $155,000 shall be expended from
the 2017-2018 budget (EDN 407, general funds) by the Hawaii state public li-
brary system for the purposes of this Act.

PART IX

SECTION 9. The following sums or so much thereof as may be neces-
sary for fiscal year 2017-2018 are appropriated out of the state highway fund for
the purpose of satisfying claims for legislative relief as to the following named
persons, for claims against the State or its officers or employees for payments of
judgments or settlements, or other liabilities, in the amount set forth opposite
their names:
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JUDGMENTS AGAINST THE STATE

AND SETTLEMENTS OF CLAIMS: AMOUNT
DEPARTMENT OF TRANSPORTATION, HIGHWAYS DIVISION:
Van Vieet v. Costales, et al. $ 70,000.00
Civil No. 17-1-0951-06, First Circuit Settlement
Claim of Garrison Property and Casualty $ 19,312.84
Insurance Company USAA Settlement

Imada v. State of Hawaii, et al.
Civil No. 14-1-0401K, Third Circuit

- and
Ocampo v. State of Hawaii, et al. $ 1,300,000.00
Civil No. 16-1-234K, Third Circuit Settlement
Amina v. State of Hawaii, et. al. $ 45,000.00
Civil No. 16-1-1080-06, First Circuit Settlement
SUBTOTAL: $ 1,434,312.84
TOTAL (SECTION 9): $ 1.434312.84

The sums appropriated shall be expended by the department of transpor-
tation, highways division, for the purposes of this Act.

PART X

SECTION 10. The sums hereinabove may be paid to the respective per-
soms, or for the satisfaction or settlement of the respectively identified cases, and
in several amounts hereinabove set forth or in lesser amounts deemed appro-
priate, upon checks issued by the comptroller; provided that departments shall
obtain the approval of the attorney general before payment of any claim can be
made. :

SECTION 11. Notwithstanding the sums hereinabove stated as interest
upon judgments against the State, payment of interest shall be limited to the
period from the date of judgment, if applicable, to thirty days after the effective
date of this Act, as provided in section 662-8, Hawaii Revised Statutes, for those
cases to which that section applies.

SECTION 12. All unexpended and unencumbered balances of the ap-
proprliations made in this Act as of the close of business on June 30, 2019, shall
lapse.

(Approved June 7, 2018.)

Note

1. Act printed as enacted.

90



ACT 25

ACT 25 S.B. NO. 2945

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

SECTION 1. Section 281-45, Hawaii Revised Statutes, is amended to
read as follows:

«“§281-45 No license issued, when. No license shall be issued under this

chapter:
6y

@

®)

Q)

To any minor or to any person who has been convicted of a felony
and not pardoned, or to any other person not deemed by the com-
mission to be a fit and proper person to have a license; provided that
the commission may grant a license under this chapter to a corpora-
tion that has been convicted of a felony where the commission finds
that the corporation’s officers and shareholders of twenty-five per
cent or more of outstanding stock are fit and proper persons to have
a license;
To a corporation the officers and directors of which, or any of them,
would be disqualified under paragraph (1) from obtaining the li-
cense individually, or a stockholder of which, owning or controlling
twenty-five per cent or more of the outstanding capital stock, or to
a general partnership, limited partnership, limited liability partner-
ship, or limited liability company whose partner or member holding
twenty-five per cent or more interest of which, or any of them would
be disqualified under paragraph (1) from obtaining the license in-
dividually; provided that for publicly-traded companies or entities
ultimately solely owned by a publicly-traded company, only the of-
ficers and directors designated as primary decision-makers shall be
considered to determine disqualification under paragraph (1);
Unless the applicant for a license or a renewal of a license, or in the
case of a transfer of a license, both the transferor and the trans-
feree, present to the issuing agency a tax clearance certificate from
the department of taxation [and-fromthe Internal RevenueServiee]
showing that the applicant or the transferor and transferee do not
owe the state [orfederal governments] government any delinquent
taxes, penalties, or interest; or that the applicant, or in the case of
a transfer of a license, the transferor or transferee, has entered into
an installment plan agreement with the department of taxation [and
ice] for the payment of delinquent taxes
in installments and that the applicant is or the transferor or trans-
feree is, in the case of a transfer of a license, complying with the
installment plan agreement; provided that when the applicant or the
transferor or transferee, in the case of a transfer of a license, is val-
idly challenging a tax assessment, penalty, or other proceeding that
prevents the issuance of a signed certificate from the appropriate
federal or state tax agency, the commission shall issue a license that
is valid for the period of time necessary to resolve the challenge;
To an applicant for a class 2, class 4 except for convenience
minimarts, class 5, class 6, class 11, class 12, class 13, class 14, class
15, class 17, or class 18 license unless the applicant for issuance of
a license or renewal of a license, or in the case of a transfer of a
license, both the transferor and the transferee, present to the issuing
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agency proof of liquor liability insurance coverage in an amount of
$1,000,000; or

(5) To any applicant who has had any liquor license revoked less than
two years previous to the date of the application for any like or
other license under this chapter.”

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

SECTION 3. This Act shall take effect on July 1, 2018.
(Approved June 7, 2018.)

ACT 26 ’ S.B. NO. 2150

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

SECTION 1. This Act shall be known and may be cited as the Judiciary
Supplemental Appropriations Act of 2018.

SECTION 2. Act 195, Session Laws of Hawaii 2017, is amended by
amending part I to read as follows:

“PART II. PROGRAM APPROPRIATIONS

SECTION 3. The following sums, or so much thereof as may be suf-
ficient to accomplish the purposes and programs designated herein, are appro-
priated or authorized from the sources of funding specified to the judiciary for
the fiscal biennium beginning July 1, 2017, and ending June 30, 2019. The total
expenditures and the number of permanent and temporary full-time equivalent
positions established in each fiscal year of the fiscal biennium shall not exceed
the sums and the position ceilings indicated for each year, except as otherwise
provided in this Act or as provided by general law.

PROGRAM APPROPRIATIONS

APPROPRIATIONS
FISCAL M FISCAL M
ITEM PROG. EXPENDING YEAR O YEAR O
NO. 1D PROGRAM AGENCY 2017-2018 F 2018-2019 F
The Judicial System
1. JUD101 - COURTS OF APPEAL
73.00* 73.00*
1.00# 1.00#
OPERATING JUD 6,926,345 A 6,973,769 A
2. JUD310 - FIRST [#BIciAL] CIRCUIT
[1685:50%] [~1:685:56]
1.087.50* 1.099.50*
93.58# [—0358#]
81.58 #
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APPROPRIATIONS
FISCAL M FISCAL M
ITEM PROG. EXPENDING YEAR O YEAR O
NO. ID PROGRAM AGENCY 2017-2018 F 2018-2019 F
OPERATING JUD 84,618,183A 84,869,401 A
41.00* 41.00*
JUD 4,303,649B 4,303,649B
3. JUD320 - SECOND [FUBICIAL] CIRCUIT
207.00* [—267-00]
210.50*
1.68# 1.68#
OPERATING JUD 16,897,963A  [36;93%804A]
17.184262 A
4. JUD330- THIRD [FUBICIAL] CIRCUIT
228.00* [—228-60]
234,00%
5.68# 5.68%
OPERATING JUD 19,970,037A  [26,618:504A]
20.218.755A
5. JUD350 - FIFTH FUBICIAL] CIRCUIT
99.00* 99.00*
2.60# 2.60%
OPERATING JUD 7,765,050 A 7,782,815A
6. JUDS501 - JUDICIAL SELECTION COMMISSION
' 1.00* 1.00*
OPERATING JUD 98,790 A 98,790 A
7. JUD60! - ADMINISTRATION
227.00* 227.00 *
10.48# 10.48 #
OPERATING JUD 26,762,596 A [26:417387A]
26.867.387 A
1.00* 1.00 *
9.00# 9.00 #
JUD 7,993,737B 7,993,737 B
JUD 343261W 343261 W
INVESTMENT CAPITAL JUD 7,750,000C

[-1:6066;660-€]
8.500.000 C”

SECTION 3. Act 195, Session Laws of Hawaii 2017, is amended by add-

ing a new section to part III to read as follows:

“SECTION_7.1. Provided that of the general fund appropriation for
administration (JUDG601). the sum of $450.000 or so much thereof as may be
necessary for fiscal year 2018-2019 shall be expended for general civil legal ser-
vices for indigent residents: provided further that general civil legal services to

indigent residents shall be provided by legal service providers:

B BB E

With clients whose income levels do not exceed 250 per cent of the

applicable federal poverty level for Hawaii:
With current and valid IRS 501(c)(3) status;

That can demonstrate that it has in place and utilizes guidelines that
effectively screen for income eligibility and type of cases accepted;
Whose essential mission is the provision of general civil legal ser-

vices and may not have as its central mission the provision of spe-

cialized types of legal services; and
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(3) That complete the requisite detailed application requesting funding
from the governmental entity or its designee responsible for the al-
location of this funding.”

SECTION 4. Act 195, Session Laws of Hawaii 2017, is amended by
amending part IV to read as follows:

“PART IV. CAPITAL IMPROVEMENT PROJECTS

SECTION 8. CAPITAL IMPROVEMENT PROJECTS AUTHORIZED.
The sums of money appropriated or authorized in part II of this Act for capital
improvements shall be expended for the projects listed below. Several related or
similar projects may be combined into a single project if such combination is
advantageous or convenient for implementation; provided that the total cost of
the projects thus combined shall not exceed the total of the sums specified for the
projects separately. The amount after each cost element and the amount of total
funding for each project in this part are listed in thousands of dollars.

CAPITAL IMPROVEMENT PROJECTS

APPROPRIATIONS (IN 000’S)

CAPITAL FISCAL M FISCAL M

ITEM PROJECT EXPENDING YEAR O YEAR O
NO. NO. TITLE AGENCY 2017-2018 F 2018-2019 F

A. ECONOMIC DEVELOPMENT

JUD601 - ADMINISTRATION

1. EWA DISTRICT COURT MITIGATE WATER INTRUSION AND
SETTLEMENT - PHASE 2, OAHU

DESIGN AND CONSTRUCTION TO
MITIGATE WATER INTRUSION AND
SETTLEMENT - PHASE 2, OAHU.

DESIGN 20
CONSTRUCTION 200
TOTAL FUNDING JUD 220C C
2. EWA DISTRICT COURT ROOF FALL PROTECTION AND RE-

ROOFING, OAHU

DESIGN AND CONSTRUCTION OF ROOF
FALL PROTECTION AND RE-ROOFING,

OAHU.
DESIGN 25
CONSTRUCTION 175
TOTAL FUNDING JUD 200C C
3. HOAPILI HALE SECURITY IMPROVEMENTS PHASES 1, 2, AND 3,
MAUI

DESIGN AND CONSTRUCTION FOR
SECURITY-RELATED IMPROVEMENTS AT
HOAPILI HALE, MAUI

DESIGN 100 150
CONSTRUCTION 900 1,450
TOTAL FUNDING JUD 1,000C 1,600C
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CAPITAL IMPROVEMENT PROJECTS

APPROPRIATIONS (IN 000°’S)

CAPITAL FISCAL M FISCAL M

ITEM PROJECT EXPENDING YEAR O YEAR O

NO.

NO. TITLE AGENCY 2017-2018 F 2018-2019 F

4.

6

KAAHUMANU HALE FIRE ALARM AND ELEVATOR SYSTEMS
UPGRADE AND MODERNIZATION, OAHU.

PLANS AND DESIGN FOR FIRE ALARM
AND ELEVATOR UPGRADE AND
MODERNIZATION AT KAAHUMANU HALE,
OAHU.
PLANS 253
DESIGN 1,012
TOTAL FUNDING JUD 1,265C C

KAPUAIWA BUILDING SEPARATE STORM DRAIN AND SANITARY
SEWER SYSTEMS, OAHU

DESIGN AND CONSTRUCTION FOR THE

STORM DRAINAGE AND BASEMENT

LEVEL SANITARY SEWER LINES OF THE

JUDICIARY’S KAPUAIWA BUILDING.

THE KAPUAIWA BUILDING CURRENTLY

COMBINES AND DISCHARGES INTO THE

CITY AND COUNTY OF HONOLULU’S

(“CITY”) SANITARY SEWER COLLECTION

SYSTEM. NOT ONLY IS THIS COMBINED

DISCHARGE CONTRIBUTING TO THE

RECENT FLOODING IN THE KAPUAIWA

BASEMENT, BUT IT IS A VIOLATION OF CITY

AND COUNTY OF HONOLULU ORDINANCE.

THIS PROJECT WILL ADD A NEW SANITARY

SEWER LIFT STATION, MODIFY THE

EXISTING PUMP STATION TO SERVE THE

STORM DRAINAGE, AND SEPARATE STORM

WATER AND WASTEWATER DISCHARGE

FLOWS.
DESIGN 125
CONSTRUCTION 550

TOTAL FUNDING JUD 675C C

KAUAIFUDICIARY COMPEEXREROOFAND REPAIR LEAKSAND-

DESIGN 396
CONSTRUCTHION 1666
TOTALFUNDING YD +396€ €]
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CAPITAL IMPROVEMENT PROJECTS

APPROPRIATIONS (IN 000°’S)
CAPITAL FISCAL M FISCAL M
ITEM PROJECT EXPENDING YEAR O YEAR O
NO. NO. TITLE AGENCY 2017-2018 F 2018-2019 F
6. KAUAT JUDICIARY COMPLEX REROOF AND REPAIR LEAKS AND
DAMAGES, KAUAI
DESIGN AND CONSTRUCTION TO REROOF
COURTHOUSE. REPAIR COOLING TOWER
ROOQOFE._INSTALL FALL PROTECTION SAFETY
ANCHORS. INSTALL ROOF ACCESS HATCH
AND LADDER. REPAIR AND REPAINT
EXTERIOR FINISH SYSTEM AT EXTERIOR
WALLS. RESEA] WINDOWS. REPLACE
EXTERIOR DOORS. REPAIR WATER
DAMAGES AT INTERIOR 1 OCATIONS.
REPAIR OTHER INCIDENTAIL DAMAGES.
DESIGN 390
CONSTRUCTION 1,000 1,100
TOTAL FUNDING JUD 1.390C 1.100C
7. LUMP SUM CIP FOR JUDICIARY FACILITIES, STATEWIDE
PLANS, DESIGN, CONSTRUCTION,
AND EQUIPMENT FOR THE GENERAL
ALTERATIONS, UPGRADES, AND
IMPROVEMENTS TO JUDICIARY FACILITIES,
STATEWIDE.
PLANS 50
DESIGN 300
CONSTRUCTION 2,625
EQUIPMENT 25
TOTAL FUNDING JUD 3,000C C
1.01. KONA JUDICIARY COMPLEX, HAWAII
PROVIDE FURNITURE AND EQUIPMENT
FOR NEW JUDICIARY COMPLEX AT KONA
HAWAII
CONSTRUCTION 5.800
TOTAL FUNDING JUD C 5.800C”

SECTION 5. Act 195, Session Laws of Hawaii 2017, is amended by
amending part V to read as follows:

“PART V. ISSUANCE OF BONDS

SECTION 9. General obligation bonds may be issued, as provided by
law, to yield the amount that may be necessary to finance projects authorized
in part II and listed in part IV of this Act; provided that the sum total of the
general obligation bonds so issued shall not exceed [$9;356;000-] $16,250,000.”

SECTION 6. Act 195, Session Laws of Hawaii 2017, is amended by add-
ing two new sections to part VI to read as follows:

“SECTION 11.1. All unrequired balances in the general obligation bond
fund, after the objectives of part IT appropriations for capital improvements pro-
gram purposes listed as projects in part IV of this Act have been met, shall be
transferred to the judiciary project adjustment fund.
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SECTION 11.2. If the amount allocated from the general obligation
bond fund for a capital improvement project listed in part IV of this Act is in-
sufficient, the chief justice may make supplemental allotments from the project
adjustment fund, provided that supplemental allotments shall not be used to
increase the scope of the project.”

SECTION 7. If any portion of this Act or its application to any person
or circumstances is held to be invalid for any reason, the remainder of the Act
and any provision thereof shall not be affected. If any portion of a specific ap-
propriation is held to be invalid for any reason, the remaining portion shall be
independent of the invalid portion and shall be expended to fulfill the objective
and intent of the appropriation to the extent possible.

SECTION 8. If any manifest clerical, typographical, or other mechani-
cal error is found in this Act, the chief justice is authorized to correct the error.
All changes made pursuant to this section shall be reported to the legislature at
its next regular session.

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

SECTION 10. This Act shall take effect on July 1, 2018.
(Approved June 7, 2018.)

ACT 27 S.B. NO. 2821

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

PART I

SECTION 1. The purpose of this Act is to conform Hawaii income and
estate and generation-skipping transfer tax laws to the Internal Revenue Code,
except as provided by this Act.

PART II

SECTION 2. Section 235-2.3, Hawaii Revised Statutes, is amended to
read as follows:

«§235-2.3 Conformance to the federal Internal Revenue Code; general
application. (a) For all taxable years beginning after December 31, [2616;] 2017,
as used in this chapter, except as provided in section 235-2.35, “Internal Revenue
Code” means subtitle A, chapter 1, of the federal Internal Revenue Code of
1986, as amended as of [Pecember31,2016;] February 9. 2018, 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 laws which, pursuant to this chapter, do not apply or are oth-
erwise limited in application and except for the provisions of Public Law 109-001
which apply to section 170 of the Internal Revenue Code. The provisions of
Public Law 109-001 to accelerate the deduction for charitable cash contributions
for the relief of victims of the 2004 Indian Ocean tsunami are applicable for
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the calendar year that ended December 31, 2004, and the calendar year ending
December 31, 2005.
Prior law shall continue to be used to determine:

M
@
(b)

The basis of property, if a taxpayer first determined the basis of
property in a taxable year to which prior law applies; and

Gross income, adjusted gross income, ordinary income and loss,
and taxable income for a taxable year to which prior law applies.
The following Internal Revenue Code subchapters, parts of sub-

chapters, sections, subsections, and parts of subsections shall not be operative
for the purposes of this chapter, unless otherwise provided:

)

@
©)
A
(]
(]

(€8]

(7]
(€8]

[]
[€9)]
()]
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Subchapter A (sections 1 to 59A) (with respect to determination
of tax lability), except section 1(h)(2) (relating to net capital gain
reduced by the amount taken into account as investment income),
except sections 2(a), 2(b), and 2(c) (with respect to the definition
of “surviving spouse” and “head of household™), except section 41
(with respect to the credit for increasing research activities), except
section 42 (with respect to low-income housing credit), except sec-
tions 47 and 48, as amended, as of December 31, 1984 (with respect
to certain depreciable tangible personal property), and except sec-
tion 48(d)(3), as amended, as of February 17, 2009 (with respect
to the treatment of United States Department of Treasury grants
made under section 1603 of the American Recovery and Reinvest-
ment Tax Act of 2009). For treatment, see sections 235-110.91, 235-
110.7, and 235-110.8;

Section 78 (with respect to dividends received from certain foreign
corporations by domestic corporations choosing foreign tax credit);
Section 86 (with respect to social security and tier 1 railroad retire-
ment benefits);

Section 91 (with respect to certain foreign branch losses transferred
to specified 10-percent owned foreign corporations);

(3) Section 103 (with respect to interest on state and local bonds).
For treatment, see section 235-7(b);

(6) Section 114 (with respect to extraterritorial income). For treat-
ment, any transaction as specified in the transitional rule for 2005
and 2006 as specified in the American Jobs Creation Act of 2004
section 101(d) and any transaction that has occurred pursuant to a
binding contract as specified in the American Jobs Creation Act of
2004 section 101(f) are inoperative;

(7) Section 120 (with respect to amounts received under qualified
group legal services plans). For treatment, see section 235-7(a)(9) to

(8) Section 122 (with respect to certain reduced uniformed services
retirement pay). For treatment, see section 235-7(a)(3);

(9) Section 135 (with respect to income from United States savings
bonds used to pay higher education tuition and fees). For treatment,
see section 235-7(a)(1);

(10) Section 139C (with respect to COBRA premium assistance);
(11) Subchapter B (sections 141 to 150) (with respect to tax exemp-
tion requirements for state and local bonds);

(12) Section 151 (with respect to allowance of deductions for per-
sonal exemptions). For treatment, see section 235-54;

(13) Section 179B (with respect to expensing of capital costs in-
curred in complying with Environmental Protection Agency sul-
phur regulations);
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(14) Section 181 (with respect to special rules for certain film and
television productions);

(15) Section 196 (with respect to deduction for certain unused in-
vestment credits);

(16) Section 199 (with respect to the U.S. production activities
deduction);

Section 199A (with respect to qualified business income):

(18) Section 222 (with respect to qualified tuition and related
expenses);

(19) Sections 241 to 247 (with respect to special deductions for cor-
porations). For treatment, see section 235-7(c);

Section 250 (with respect to foreign-derived intangible income and
global intangible low-taxed income):

Section 267A (with respect to certain related party amounts paid or
accrued in hybrid transactions or with hybrid entities):

(22) Section 280C (with respect to certain expenses for which credits
are allowable). For treatment, see section 235-110.91;

(23) Section 291 (with respect to special rules relating to corporate
preference items);

(24) Section 367 (with respect to foreign corporations);

(25) Section 501(c)(12), (15), (16) (with respect to exempt organiza-
tions); except that section 501(c)(12) shall be operative for compa-
nies that provide potable water to residential communities that lack
any access to public utility water services;

(26) Section 515 (with respect to taxes of foreign countries and pos-
sessions of the United States);

(27) Subchapter G (sections 531 to 565) (with respect to corpora-
tions used to avoid income tax on shareholders);

(28) Subchapter H (sections 581 to 597) (with respect to banking in-
stitutions), except section 584 (with respect to common trust funds).
For treatment, see chapter 241;

(29) Section 642(a) and (b) (with respect to special rules for cred-
its and deductions applicable to trusts). For treatment, see sections
235-54(b) and 235-55;

(30) Section 646 (with respect to tax treatment of electing Alaska
Native settlement trusts);

(31) Section 668 (with respect to interest charge on accumulation
distributions from foreign trusts);

(32) Subchapter L (sections 801 to 848) (with respect to insurance
companies). For treatment, see sections 431:7-202 and 431:7-204;
(33) Section 853 (with respect to foreign tax credit allowed to share-
holders). For treatment, see section 235-55;

(34) Section 853A (with respect to credits from tax credit bonds al-
lowed to shareholders);

(35) Subchapter N (sections 861 to 999) (with respect to tax based
on income from sources within or without the United States), except
sections 985 to 989 (with respect to foreign currency transactions).
For treatment, see sections 235-4, 235-5, and 235-7(b), and 235-55;
(36) Section 1042(g) (with respect to sales of stock in agricultural
refiners and processors to eligible farm cooperatives);

(37) Section 1055 (with respect to redeemable ground rents);

(38) Section 1057 (with respect to election to treat transfer to foreign
trust, etc., as taxable exchange);
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[35)]
(@8]
5]

[620]

(39) Sections 1291 to 1298 (with respect to treatment of passive for-
eign investment companies);

(40) Subchapter Q (sections 1311 to 1351) (with respect to readjust-
ment of tax between years and special limitations);

(41) Subchapter R (sections 1352 to 1359) (with respect to election
to determine corporate tax on certain international shipping activi-
ties using per ton rate);

(42) Subchapter U (sections 1391 to 1397F) (with respect to desig-
nation and treatment of empowerment zones, enterprise communi-
ties, and rural development investment areas). For treatment, see
chapter 209E;

(43) Subchapter W (sections 1400 to 1400C) (with respect to District
of Columbia enterprise zone);

(44) Section 14000 (with respect to education tax benefits);

(45) Section 1400P (with respect to housing tax benefits);

(46) Section 1400R (with respect to employment relief);

(47) Section 1400T (with respect to special rules for mortgage rev-
enue bonds);

(48) Section 1400U-1 (with respect to allocation of recovery zone
bonds);

(49) Section 1400U-2 (with respect to recovery zone economic de-
velopment bonds); [and]

(50) Section 1400U-3 (with respect to recovery zone facility bonds)
[':],' and

Subchapter Z (sections 1400Z-1 to 1400Z-2) (with respect to oppor-
tunity zones).”

SECTION 3. Section 235-2.4, Hawaii Revised Statutes, is amended to
read as follows:

“§235-2.4 Operation of certain Internal Revenue Code provisions; sec-
tions 63 to 530. (a) Section 63 (with respect to taxable income defined) of the In-
ternal Revenue Code shall be operative for the purposes of this chapter, subject
to the following:

¢y

@
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Section 63(c)(1)(B) (relating to the additional standard deduction),
63(c)(1)(C) (relating to the real property tax deduction), 63(c)(1)(D)
(relating to the disaster loss deduction), 63(c)(1)(E) (relating to the
motor vehicle sales tax deduction), 63(c)(4) (relating to inflation
adjustments), 63(c)(7) (defining the real property tax deduction),
63(c)(8) (defining the disaster loss deduction), 63(c)(9) (defining the
motor vehicle sales tax deduction), and 63(f) (relating to additional
amounts for the aged or blind) of the Internal Revenue Code shall
not be operative for purposes of this chapter;
Section 63(c)(2) (relating to the basic standard deduction) of the
Internal Revenue Code shall be operative, except that the standard
deduction amounts provided therein shall instead mean:
(A) $4,400 in the case of:
(i) A joint return as provided by section 235-93; or
(i) A surviving spouse (as defined in section 2(a) of the In-
ternal Revenue Code);
(B) $3,212in the case of a head of household (as defined in section
2(b) of the Internal Revenue Code);
(C) $2,200in the case of an individual who is not married and who
is not a surviving spouse or head of household; or



ACT 27

(D) $2,200 in the case of a married individual filing a separate
return;

(3) Section 63(c)(5) (limiting the basic standard deduction in the case
of certain dependents) of the Internal Revenue Code shall be op-
erative, except that the limitation shall be the greater of $500 or the
individual’s earned income; and

(4) The standard deduction amount for nonresidents shall be calculated
pursuant to section 235-5.

(b) _Section 67 (with respect to the 2-percent floor on miscellaneous

itemized deductions) of the Internal Revenue Code shall be operative for pur-
poses of this chapter, except that the suspension in section 67(g) shall not be

operative for purposes of this chapter.

)] (c) Section 68 (with respect to the overall limitation on itemized
deductions) of the Internal Revenue Code shall be operative; provided that the
[threshelds]: )

(1) Thresholds shall be those that were operative for federal tax year

2009[-]:.and

(2) Suspension in section 68(f) shall not be operative for purposes of

this chapter.
[€e)] (d) Section 72 (with respect to annuities; certain proceeds of en-

dowment and life insurance contracts) of the Internal Revenue Code shall be
operative for purposes of this chapter and be interpreted with due regard to sec-
tion 235-7(a), except that the ten per cent additional tax on early distributions
from retirement plans in section 72(t) shall not be operative for purposes of this
chapter.

[€)] () Section 85 (with respect to unemployment compensation) of
the Internal Revenue Code shall be operative for purposes of this chapter, except
that section 85(c) shall not be operative for purposes of this chapter.

[€e)] (f) Section 108 (with respect to income from discharge of indebt-
edness) of the Internal Revenue Code shall be operative for purposes of this
chapter, except that section 108(i) (relating to deferral and ratable inclusion of
income arising from business indebtedness discharged by the reacquisition of a
debt instrument) shall not be operative for purposes of this chapter.

@] (g) Section 121 (with respect to exclusion of gain from sale of prin-
cipal residence) of the Internal Revenue Code shall be operative for purposes of
this chapter, except that for the election under section 121(f), a reference to sec-
tion 1034 treatment means a reference to section [235-2-4(s}] 235-2.4(n) in effect
for taxable year 1997.

[€2)] (h) Section 132 (with respect to certain fringe benefits) of the In-
ternal Revenue Code shall be operative for purposes of this chapter, except that

ision]:
(1) The suspensions in [ i

i ] section 132(f)(8) and
132(g)(2) shall not be operative for purposes of this chapter; and

[exeept-thatsection

(2) Section 132(n) shall not apply to United States Department of De-
fense Homeowners Assistance Program payments authorized by the
American Recovery and Reinvestment Act of 2009.

(i) Section 162 (with respect to trade or business expenses) of the
Internal Revenue Code shall be operative for the purposes of this chapter, ex-
cept that sections 162(f)(2). (3). and (4) (all of which relate to exceptions to the
general rule, established in section 162(f)(1), that no deduction is allowed for the
payment of fines or penalties) shall not be operative for purposes of this chapter.
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[B)] G) Section 163 (with respect to interest) of the Internal Revenue
Code shall be operative for the purposes of this chapter, except that the following
provisions [in-seetion] shall not be operative for purposes of this chapter:
(1) Section 163(d)(4)(B) (defining net investment income to exclude
dividends)[;-seetion];
(2) Section 163(e)(5)(F) (suspension of applicable high-yield discount
obligation (AHYDO) rules);
(3) Section 163(h)(3)(F) (limiting mortgage interest): and [seetion]
(4) Section 163(i)(1) as it applies to debt instruments issued after Janu-
ary 1, 2010, (defining AHYDO) | i

[ (k) Section 164 (with respect to taxes) of the Internal Revenue Code

shall be operative for the purposes of this chapter, except that:

(1) Section [164(a)(6)-and-(b}(6)] 164(b)(6)(B) (limiting the deduction
for state and local taxes) shall not be operative for the purposes of
this chapter;

(2) The deductions under section 164(a)(3) and (b)(5) shall not be op-
erative for corporate taxpayers and shall be operative only for the
following individual taxpayers:

(A) A taxpayer filing a single return or a married person filing
separately with a federal adjusted gross income of less than
$100,000;

(B) A taxpayer filing as a head of household with a federal ad-
justed gross income of less than $150,000; and

(C) A taxpayer filing a joint return or as a surviving spouse with a
federal adjusted gross income of less than $200,000; and

(3) Section 164(a)(3) shall not be operative for any amounts for which
the credit under section 235-55 has been claimed.

1) Section 165 (with respect to losses) of the Internal Revenue Code

shall be operative for purposes of this chapter, except that [the];

(1) The amount prescribed by sections 165(h)(1) (relating to the limi-
tation per casualty) of the Internal Revenue Code shall be a $100
limitation per casualty[;-and-section];

(2) Section 165(h)(3)(A) and (B) (both of which relate to special rules
for personal casualty gains and losses in federally declared disasters)
of the Internal Revenue Code shall not be operative for the pur-
poses of this chapterl[:];

(3) Section 165(h)(5) (relating to the limitation on the deductibility of

personal casualty losses that are not attributable to federally de-
clared disasters) shall not be operative for purposes of this chapter;
and

(4) Section 165 as operative for this chapter shall also apply to losses

sustained from the sale of stocks or other interests issued through
the exercise of the stock options or warrants granted by a qualified
high technology business as defined in section 235-7.3.

[€9] (m) Section 168 (with respect to the accelerated cost recovery
system) of the Internal Revenue Code shall be operative for purposes of this
chapter, except that sections 168(j) (relating to property on Indian reservations),
168(k) (relating to the special allowance for certain property acquired during the
period specified therein), 168(m) (relating to the special allowance for certain
reuse and recycling property), and 168(n) (relating to the special allowance for
qualified disaster assistance property) of the Internal Revenue Code shall not be
operative for purposes of this chapter.
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[B] (m) Section 172 (with respect to net operating loss deductions) of
the Internal Revenue Code shall be operative for purposes of this chapter, as fur-
ther provided in section 235-7(d), except that section 172(b)(1)(J) and (j) (both
of which relate to qualified disaster losses) of the Internal Revenue Code shall
not be operative for purposes of this chapter.
[@m)] (0) Section 179 (with respect to the election to expense certain
depreciable business assets) of the Internal Revenue Code shall be operative for
purposes of this chapter, except as provided in this subsection:
(1) The aggregate cost provided in section 179(b)(1), which may be tak-
en into account under section 179(a) for any taxable year, shall not
exceed $25,000;
(2) The amount at which the reduction in limitation provided in section
179(b)(2) begins shall exceed $200,000 for any taxable year; and
(3) The following shall not be operative for purposes of this chapter:
(A) Defining section 179 property to include computer software in
section 179(d)(1);

(B) Inflation adjustments in section 179(b)(5);

(C) Irrevocable election in section 179(c)(2); and

(D) Special rules for qualified disaster assistance property in sec-
tion 179(e).

[6)] (p) Section 198A (with respect to the expensing of qualified disas-
ter assistances expenses) of the Internal Revenue Code shall not be operative for
purposes of this chapter.

(q) _Section 217 (with respect to moving expenses) of the Internal
Revenue Code shall be operative for purposes of this chapter, except that the

suspension in section 217(k) shall not be operative for purposes of this chapter.
[€e)] (r) Section 219 (with respect to retirement savings) of the Internal

Revenue Code shall be operative for the purpose of this chapter. For the purpose
of computing the limitation on the deduction for active participants in certain
pension plans for state income tax purposes, adjusted gross income as used in
section 219 as operative for this chapter means federal adjusted gross income.

[ép)] (s) Section 220 (with respect to medical savings accounts) of the
Internal Revenue Code shall be operative for the purpose of this chapter, but
only with respect to medical services accounts that have been approved by the
Secretary of the Treasury of the United States.

[€)] (t) Section 265 (with respect to expenses and interest relating to
tax-exempt income) of the Internal Revenue Code shall be operative for pur-
poses of this chapter; except that section 265(b)(3)(G) and (7) shall not be opera-
tive and section 265 shall not apply to expenses for royalties and other income
derived from any patents, copyrights, and trade secrets by an individual or a
qualified high technology business as defined in section 235-7.3. These expenses
shall be deductible.

(u)_ Section 274 (with respect to the disallowance of certain entertain-
ment, etc., expenses) of the Internal Revenue Code shall be operative for this

chapter in the form that it existed as of December 21, 2017.
@] (v) Section 280E (with respect to expenditures in connection with

the illegal sale of drugs) of the Internal Revenue Code shall be operative for the
purposes of this chapter, except that section 280E shall not be operative with
respect to the production and sale of medical cannabis and manufactured can-
nabis products by dispensaries licensed under chapter 329D and their subcon-
tractors, as defined in section 329D-1. ‘

[6s)] (w) Section 382 (with respect to limitation on net operating loss
carryforwards and certain built-in losses following ownership change) of the
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Internal Revenue Code shall be operative for the purposes of this chapter, except
that section 382(n) shall not be operative for purposes of this chapter.

[(9] (x) Section 408A (with respect to Roth Individual Retirement Ac-
counts) of the Internal Revenue Code shall be operative for the purposes of this
chapter, except that section 408 A(d)(3)(A)(iii) shall not be operative for purposes
of this chapter. For the purposes of determining the aggregate amount of con-
tributions to a Roth Individual Retirement Account or qualified rollover contri-
bution to a Roth Individual Retirement Account from an individual retirement
plan other than a Roth Individual Retirement Account, adjusted gross income
as used in section 408A as operative for this chapter means federal adjusted gross
income.

(6] (v) In administering the provisions of sections 410 to 417 (with re-
spect to special rules relating to pensions, profit sharing, stock bonus plans, etc.),
sections 418 to 418E (with respect to special rules for multiemployer plans), and
sections 419 and 419A (with respect to treatment of welfare benefit funds) of
the Internal Revenue Code, the department of taxation shall adopt rules under
chapter 91 relating to the specific requirements under those sections and to other
administrative requirements under those sections as may be necessary for the ef-
ficient administration of sections 410 to 419A.

In administering sections 401 to 419A (with respect to deferred compen-
sation) of the Internal Revenue Code, Public Law 93-406, section 1017(i), shall
be operative for the purposes of this chapter.

In administering section 402 (with respect to the taxability of beneficiary
of employees’ trust) of the Internal Revenue Code, the tax imposed on lump sum
distributions by section 402(e) of the Internal Revenue Code shall be operative
for the purposes of this chapter and the tax imposed therein is hereby imposed
by this chapter at the rate determined under this chapter.

(9] (z) In administering section 403 (with respect to taxation of em-
ployee annuities) of the Internal Revenue Code, any funds that represent pre-tax
employee deferrals or contributions that are distributed from the annuity and
used solely to obtain retirement credits under the state employees’ retirement
system shall not be treated as a rollover for purposes of section 403(b)(8)(A) of
the Internal Revenue Code, and those funds shall be subject to income tax under
this chapter.

[#] (aa) Section 451 (which provides general rules for taxable year of
inclusion) of the Internal Revenue Code shall be operative, except that section
451(j)'(3) and (6), as it relates to a qualified electric utility, shall not be operative
for purposes of this chapter.

[69] (bb) In administering section 457 (with respect to compensation
plans of state and local governments and tax-exempt organizations) of the Inter-
nal Revenue Code, any funds that represent pre-tax employee deferrals or contri-
butions that are distributed from the deferred compensation plan and used solely
to obtain retirement credits under the state employees’ retirement system shall
not be treated as a rollover for purposes of section 457(e)(16)(A) of the Internal
Revenue Code and those funds shall be subject to income tax under this chapter.

[69] (cc) Section 468B (with respect to special rules for designated set-
tlement funds) of the Internal Revenue Code shall be operative for the purposes
of this chapter and the tax imposed therein is hereby imposed by this chapter at
arate equal to the maximum rate in effect for the taxable year imposed on estates
and trusts under section 235-51.

[(2)] (dd) Section 469 (with respect to passive activities and credits lim-
ited) of the Internal Revenue Code shall be operative for the purposes of this
chapter. For the purpose of computing the offset for rental real estate activities
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for state income tax purposes, adjusted gross income as used in section 469 as
operative for this chapter means federal adjusted gross income.

[(aa)] (ee) Sections 512 to 514 (with respect to taxation of business in-
come of certain exempt organizations) of the Internal Revenue Code shall be
operative for the purposes of this chapter as provided in this subsection.

“Unrelated business taxable income” means the same as in the Internal
Revenue Code, except that in the computation thereof sections 235-3 to 235-5,
and 235-7 (except subsection (c)), shall apply, and in the determination of the
net operating loss deduction there shall not be taken into account any amount
of income or deduction that is excluded in computing the unrelated business
taxable income. Unrelated business taxable income shall not include any income
from a legal service plan.

For a person described in section 401 or 501 of the Internal Revenue
Code, as modified by section 235-2.3, the tax imposed by section 235-51 or
235-71 shall be imposed upon the person’s unrelated business taxable income.

bb)] (i) Section 521 (with respect to cooperatives) and subchapter T
(sections 1381 to 1388, with respect to cooperatives and their patrons) of the
Internal Revenue Code shall be operative for the purposes of this chapter as to
any cooperative fully meeting the requirements of section 421-23, except that In-
ternal Revenue Code section 521 cooperatives need not be organized in Hawaii.

[ee)] (gg) Sections 527 (with respect to political organizations) and 528
(with respect to certain homeowners associations) of the Internal Revenue Code
shall be operative for the purposes of this chapter and the taxes imposed in each
section are hereby imposed by this chapter at the rates determined under section
235-71.

[(dd)] (hh) Section 529 (with respect to qualified tuition programs)
shall be operative for the purposes of this chapter, except that sections 529(c)(6).
529(c)(7). and 529(e)}(3)(A)(iii) shall not be operative.

[Cee)] (i1) Section 529A (with respect to qualified ABLE programs) shall
be operative for the purposes of this chapter, except that section 529A(c)(3) (with
respect to additional tax for distributions not used for disability expenses) shall
not be operative.

[D] (i) Section 530 (with respect to Coverdell education savings ac-
counts) of the Internal Revenue Code shall be operative for the purposes of this
chapter. For the purpose of determining the maximum amount that a contribu-
tor could make to an education individual retirement account for state income
tax purposes, modified adjusted gross income as used in section 530 as operative
for this chapter means federal modified adjusted gross income as defined in sec-
tion 530.”

SECTION 4. Section 235-2.45, Hawaii Revised Statutes, is amended as
follows:

1. By amending subsection (h) to read:

“(h) Subchapter S (sections 1361 to 1379) (with respect to tax treatment
of S corporations and their shareholders) of chapter 1 of the Internal Revenue
Code shall be operative for the purposes of this chapter as provided in part VII[;
exeept-that-section 1374 DB)HC)-and-(D)shall-not-be-operativefor pur-

2 3
13

2. By amending subsections (m) and (n) to read:
“(m) Sections 6221, 6222, 6223, 6225, and [6234] 6226 (with respect to
partnership [items)] audits) of subchapter C of chapter 63 of
the Internal Revenue Code shall be operative for the purposes of this chapter[:];

provided that if a taxpayer makes the election under section 6221(b) for federal
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income tax purposes, that taxpayer shall also make the same election for Hawaii

Income tax purposes.

@ [ i irph
i ips)] Section 6241 (with respect to defi-
nitions and special rules regarding partnerships) of the Internal Revenue Code
shall be operative for the purposes of this chapter[;-with-dueregard-to-chapter
232 relatingto-tax-appeals:], except that the definitions that appear in items num-
bered (1), (3). and (5) shall not be operative for purposes of this chapter.”

PART III

SECTION 5. Chapter 236E, Hawaii Revised Statutes, is amended by
adding a new section to be appropriately designated and to read as follows:

“8§236E- Audit of return; procedure upon failure to file return; addi-
tional taxes; limitation period. (a) The director of taxation, or the director’s des-
ignee, is authorized and empowered to examine all account books, bank books,
bank statements, records, vouchers, copies of federal tax returns, and any and all
other documents and evidence having any relevance to the determination of any
amount relevant to the Hawaii transfer tax, as required to be returned under this
chapter, and the director may employ the director’s powers under section 231-7
for these purposes.

(b) If the department discovers from the examination of the return or
otherwise that any amount has not been assessed or otherwise properly included
in determining any amount relevant to the Hawaii transfer tax, it may assess
those amounts.

(c) If the person required to file the return required under this chapter
fails to file the return or declines to authenticate a return, the department shall
make a return for the person based upon the best information obtainable and
shall levy and assess against the person the tax as shown on the return.

(d) For the purposes of this section, the department shall give notice
of the assessment to the person required to file the return required under this
chapter. The person put on notice shall have thirty days to confer with the de-
partment as to the proposed assessment. After the expiration of thirty days from
the notification, the department shall finalize the assessment and give notice to
the person of the tax and interest and penalties, if any. The amount shall be paid
within twenty days after the date the notice, properly addressed to the person
required to file the return required to be filed under this chapter, is mailed to the
person’s last known address.

(e) In the case of an audit commenced under this section, the amount
of Hawaii transfer tax imposed by this chapter shall be assessed or levied within
three years after the return was filed, or within three years of the due date pre-
scribed for the filing of that return, whichever is later. In the case of a false or
fraudulent return with intent to evade tax, or of a failure to file a return, the tax
may be assessed or levied at any time; provided that the burden of proof with
respect to the issues of falsity or intent to evade tax shall be upon the State. The
limitation period shall be suspended if the person required to file the return
agrees to suspend the period.”

SECTION 6. Section 236E-2, Hawaii Revised Statutes, is amended by
amending the definition of “applicable generation-skipping transfer tax rate” to
read as follows: ’

““Applicable generation-skipping transfer tax rate” means 2.25 per cent
multiplied by the inclusion ratio with respect to any property transferred in a
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generation-skipping transfer as determined under section 2642 of the Internal
Revenue Code[-] as amended as of December 21, 2017.”

SECTION 7. Section 236E-3, Hawaii Revised Statutes, is amended to
read as follows:

“8236E-3 Conformance to the Internal Revenue Code; general applica-
tion. For all decedents dying after December 31, [2046;] 2017, as used in this
chapter, “Internal Revenue Code” means subtitle B of the federal Internal
Revenue Code of 1986, as amended as of December 31, [2046;] 2017, as it ap-
plies to the determination of gross estate, adjusted gross estate, federal taxable
estate, and generation-skipping transfers, except those provisions of the Internal
Revenue Code and federal public laws that, pursuant to this chapter, do not ap-
ply or are otherwise limited in application.”

SECTION 8. Section 236E-6, Hawaii Revised Statutes, is amended to
read as follows:

“§236E-6 Applicable exclusion amounts. (a) An exclusion from a Hawaii
taxable estate shall be allowed to the estate of every decedent against the tax
imposed by section 236E-8. For the purpose of this section, the applicable exclu-
sion amount is [the-same-as-the] equal to:

(1) The federal applicable exclusion amount[;-the]:

(2) The exemption equivalent of the unified credit reduced by the
amount of taxable gifts made by the decedent that reduces the
amount of the federal applicable exclusion amount[;]; or [the]

(3) The exemption equivalent of the unified credit on the decedent’s
federal estate tax return,

as set forth for the decedent in chapter 11 of the Internal Revenue Code as
amended as of December 21, 2017, and as further adjusted [belew:] pursuant to

subsection (b).
(b) The applicable exclusion amount calculated in subsection (a) shall

be further adjusted as follows:
(1) For residents, 100 per cent of the applicable exclusion amount;

(2) For nonresidents, an amount computed by multiplying the appli-
cable exclusion amount by a fraction, the numerator of which is the
value of the property in the State subject to tax under this chapter,
and the denominator of which is the federal gross estate; and

(3) For nonresidents not citizens, an amount computed by multiplying
the exemption equivalent of the unified credit by a fraction, the nu-
merator of which is the value of the property in the State subject to
tax under this chapter, and the denominator of which is the federal
gross estate.

[B¥] (c)(1) For the purposes of this chapter, every decedent having prop-
erty in the State shall be presumed to have died a resident of the
State. The burden of proof in an estate tax proceeding shall be upon
any decedent’s estate claiming exemption from the tax imposed by
this chapter by reason of the decedent’s alleged nonresidency;

(2) Any person required to make and file a tax return under this chap-
ter, who believes that the decedent died a nonresident of the State,
may file a request for determination of domicile in writing with the
department, stating the specific grounds upon which the request is
founded, provided:

(A) The person has filed the return required under this chapter;
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®)
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&)

(B) At least two hundred seventy days, but no more than three
years, have elapsed since the due date of the return or, if ap-
plicable, the extended due date of the return;

(C) The person has not been notified, in writing, by the depart-
ment that a written agreement of compromise with the taxing
authorities of another jurisdiction, under section 236E-24, is
being negotiated; and

(D) The department has not previously determined whether the
decedent died a resident of the State;

Not later than one hundred eighty days following receipt of a re-
quest for determination, the department shall determine whether
the decedent died a resident or a nonresident of the State. If the
department commences negotiations over a written agreement of
compromise with the taxing authorities of another jurisdiction after
a request for determination of domicile is filed, the one hundred
eighty day period shall be tolled for the duration of the negotiations.
If, before the expiration of the one hundred eighty day period, both
the department and the person required to make and file a tax re-
turn under this chapter have consented in writing to the making of
a determination after such time, the determination may be made at
any time prior to the expiration of the period agreed upon. The pe-
riod agreed upon may be extended by subsequent agreements; pro-
vided that the agreements are made in writing before the expiration
of the period previously agreed upon;
The department shall mail notice of the proposed determination to
the person required to make and file a tax return under this chap-
ter. The notice shall briefly set forth the department’s findings of
fact and the basis of decision in each case decided adversely to the
person. Sixty days after the date on which it is mailed, a notice of
proposed determination shall constitute a final determination, un-
less the person required to make and file a tax return under this
chapter has filed an appeal of the determination as provided in sec-
tion 236E-18; and

Nothing in this subsection shall be construed to relieve any person

filing a request for determination of domicile of the obligation to

pay the correct amount of tax on or before the due date of the tax.”

SECTION 9. Section 236E-8, Hawaii Revised Statutes, is amended by

amending s
{3

a) [£

tax-return:]

(1)
@

ubsection (a) to read as follows:

This section shall apply to a decedent who, at the time of death was:
A resident of the State; or

A nonresident of the State whose gross estate includes any real
property situated in the State or tangible personal property having
a situs in the State. Where the decedent is the sole owner of a single
member limited liability company that has not elected to be taxed
as a corporation, the single member limited liability company shall
be disregarded for purposes of this chapter and this chapter shall be
applied as if the sole member is the owner of the property.”

SECTION 10. Section 236E-9, Hawaii Revised Statutes, is amended as

follows:
1.
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“(a) The Hawaii transfer tax return, including any supplemental or
amended return, is required to be filed pursuant to this chapter whenever a fed-
eral estate tax return or applicable generation-skipping transfer tax return is re-
quired to be filed[:] or_any tax is owed under this chapter. The return shall be
filed, and the Hawaii transfer tax, including any additional tax that may become
due, shall be paid by [the]:

(1) The same person or persons, respectively, who are required to pay
the federal transfer tax and file the federal return, including any
duly authorized executor or administrator{:]; or

(2) " If no federal transfer tax or federal return is due, the person who
would be required to pay the federal transfer tax and file the federal

return if any were due.
If there is more than one executor or administrator, the return shall be

made jointly by all. If there is no executor or administrator appointed, qualified,
and acting, each person in actual or constructive possession of any property of
the decedent is constituted an executor for purposes of the tax and shall make
and file a return. If in any case the executor is unable to make a complete return
as to any part of the gross estate, the executor shall provide all the information
available to the executor with respect to the property, including a full description
and the name of every person holding a legal or beneficial interest in the prop-
erty. If the executor is unable to make a return as to any property, each person
holding a legal or equitable interest in the property shall, upon notice from the
department, make a return as to that part of the gross estate.

(b) [The-executedHawaii-transtertax—return| Any return required to
be filed by this section shall be filed with the department on or before the date
prescribed by section 6075 of the Internal Revenue Code for the federal es-
tate tax return or section 2662 of the Internal Revenue Code for the applicable
generation-skipping transfer tax return [is-required-to—befiled], including any
extension of time for filing the federal estate tax return or applicable generation-
skipping transfer tax return.”

2. By amending subsection (¢) to read:

“(e) If afederal transfer tax return is due and any portion of the federal
transfer tax is deferred or to be paid in installments under the provisions of the
Internal Revenue Code, the portion of the Hawaii transfer tax that is subject to
deferral or payable in installments shall be determined by multiplying the Hawaii
transfer tax by a fraction, the numerator of which is the gross value of the assets
included in the transferred property having a tax situs in the State and that give
rise to the deferred or installment payment under the Internal Revenue Code,
and the denominator of which is the gross value of all assets included in the
transferred property having a tax situs in the State.

If a federal transfer tax return is not due, the executor may elect to defer
or pay in installments the Hawaii transfer tax in any situation where, if a federal
transfer tax return was due, any portion of the federal transfer tax could have
been deferred or allowed to be paid in installments under the provisions of the
Internal Revenue Code; provided that the director of taxation shall determine

the eligibility for deferral or installment payments.
Deferred payments and installment payments, with interest, shall be paid

at the same time and in the same manner as payments of the federal transfer tax
are required to be made under the applicable sections of the Internal Revenue
Code; provided that the rate of interest on unpaid amounts of Hawaii transfer
tax shall be determined under this chapter.

Acceleration of payment under this section shall occur under the same
circumstances and in the same manner as provided in the Internal Revenue
Code.”

109



ACT 27

SECTION 11. Section 236E-11, Hawaii Revised Statutes, is amended to
read as follows:

“[H§236E-11[}] Extension of time to file return. If a federal transfer tax
return is due and the date for filing the federal return or the date for payment of
the federal transfer tax is extended by the Internal Revenue Service, the filing of
the return and payment of the tax imposed by this chapter shall be due on the
respective dates specified by the Internal Revenue Service in granting a request
for extension. If the request for extension is granted by the Internal Revenue
Service, the person required to file the Hawaii transfer tax return shall file along
with the return required under this chapter a copy of the request for extension
showing approval of the extension by the Internal Revenue Service. If a request
for extension of time to file the federal return is denied by the Internal Revenue
Service, no penalty shall be due under this chapter if the return required by this
chapter is filed within the time specified by the Internal Revenue Service for filing
the federal return. If a request for extension of time to pay the federal transfer
tax is denied by the Internal Revenue Service, no penalty shall be due under this
chapter if the tax is paid within the time specified by the Internal Revenue Ser-
vice for paying the federal transfer tax. The extension shall be made by filing a
true copy of the federal extension or extensions of time for filing or payment, or
both, with the return required under section 236E-9.

If a federal transfer tax return is not due, the director of taxation may
grant a reasonable extension of time for filing returns under rules as the depart-
ment shall prescribe.”

SECTION 12. Section 236E-17, Hawaii Revised Statutes, is amended by
amending subsections (c) and (d) to read as follows:
“(c) The person required to report and pay the federal generation-

skipping transfer tax, or, if no federal generation-skipping transfer tax is due, the

person who would be required to report and pay the federal generation-skipping
transfer tax if any were dpe, §ha11 file with the depar'tment [enror-before] the [date

g g O &5 d

] following:
(1) A report for the generation-skipping transfer tax due under this sec-
tion; and
(2) A true copy of the federal generation-skipping transfer tax return[:],
if any is due.
The information required under this subsection shall be filed with the
department on or before the date prescribed in section 2662 of the Internal

Revenue Code and the regulations promulgated thereunder,
(d) If a federal transfer tax is due and the person required to file the

return has obtained an extension of time for filing the federal return, the filing
required by subsection (c) shall be extended similarly until the end of the time
period granted in the extension of time for the federal return. A true copy of the
extension shall be filed with the department along with the report required under
subsection (c).

If a federal transfer tax is not due, the director of taxation may grant
a_reasonable extension of time for filing returns under rules as the department
shall prescribe.”

SECTION 13. Section 236E-21, Hawaii Revised Statutes, is amended to
read as follows:
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“8§236E-21 Statute of limitations; claims for refund. (a) If the amount
paid with respect to any taxable transfer is less than the amount due under this
chapter, the department shall assess the underpayment from the person responsr-
ble for payment[:-prov

as follows

(1) If a federal transfer tax return is due. a proceeding to assess the

underpayment amount shall commence within:
(D] (A) Three years from the date the federal [estate] transfer tax

return was filed; or

)] (B) One year after the date of final determination of the re-
lated federal transfer tax,

whichever is later[:]; or

(2) If a federal transfer tax return is not due, a proceeding to assess the

underpayment amount shall commence within:

(A) Three years from the date the Hawaii transfer tax return was
filed; or

(B) One year after the date of final determination of the related
Hawaii transfer tax ‘

whichever is later.

(b) Amounts set forth on a duly filed and accepted federal return for
valuations of property, the gross estate, federal taxable estate, and applicable
exclusion amount shall be conclusive for purposes of this chapter, and the return
required under this chapter shall use the same amounts as the corresponding
amounts on the federal return; provided that with regard to a decedent who was
in a valid civil union or recognized equivalent under the laws of the State, but
that is not recognized by the Internal Revenue Code as a marriage for federal
tax purposes, computations of the valuations of property, the gross estate, fed-
eral taxable estate, and applicable exclusion amount shall be made as if the civil
union or recognized equivalent under the laws of the State were recognized as a
marriage.

[5)] (c) If the amount paid with respect to any taxable transfer is more
than the amount due under this chapter, the department shall refund the excess
to the person entitled to the refund together with interest at the existing statu-
tory rate of 1nterest in the manner prov1ded in sectlon 231 23[——pfov1éed—that

] as follows

(1) If a federal transfer tax return was due, an application for refund

shall be filed with the department within:
[B] (A) One year after the last date allowable under the Internal

Revenue Code for filing a claim for refund of any part of the
related federal transfer tax; or
[@)] (B) One year after the date of final determination of the re-
lated federal transfer tax,
whichever is later[-]; or
(2) If a federal transfer tax return was not due, an application for re-
fund shall be filed with the department within:
(A) Three years from the date the Hawaii transfer tax return was
filed; or
(B) One yvear after the date of final determination of the related
Hawaii transfer tax
whichever is later.
(d) Asto all tax payments for which a refund or credit is not authorized
by this section, including, without prejudice to the generality of the foregoing,
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cases of unconstitutionality, the remedies provided by appeal or by section 40-35
are exclusive.”

PART IV

SECTION 14. Statutory material to be repealed is bracketed and strick-
en. New statutory material is underscored.?

SECTION 15. This Act shall take effect upon its approval; provided that:

(1) Part II shall apply to taxable years beginning after December 31,
2017; and

(2) Part III shall apply to decedents dying or taxable transfers occurring
after December 31, 2017.

(Approved June 7, 2018.)

Notes

1. Prior to amendment “(i)” appeared here.
2. “whichever is later.” should be underscored.
3. Edited pursuant to HRS §23G-16.5.

ACT 28 H.B. NO. 2333

A Bill for an Act Relating to the Hawaii Community-Based Economic Develop-
ment Technical and Financial Assistance Program.

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

SECTION 1. Section 210D-4, Hawaii Revised Statutes, is amended to
read as follows:

“§210D-4 Hawaii community-based economic development revolving
fund; established. There is established a revolving fund to be known as the Hawaii
community-based economic development revolving fund from which moneys
shall be loaned or granted by the department under this chapter. All moneys
appropriated to the fund by the legislature, received as repayments of loans, pay-
ments of interest or fees, and all other moneys received by the fund from any
other source shall be deposited into the revolving fund and used for the purposes

of this chapter. The department may deposit moneys it receives from the repay-
ments of loans and payments of interest or fees from the Hawaii capital loan
program established by chapter 210, the Hawaii large fishing vessel purchase,
construction, renovation, maintenance, and repair loan program established by
part I of chapter 189, and the Hawaii small fishing vessel loan program estab-
lished by part IV of chapter 189, into the Hawaii community-based economic

development revolving fund to be used for the purposes of this chapter. The
department may use all appropriations and other moneys in the revolving fund

not appropriated for a designated purpose to make grants or loans.”
SECTION 2. New statutory material is underscored.

SECTION 3. This Act shall take effect on July 1, 2018.
(Approved June 7, 2018.)
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ACT 29 H.B. NO. 2318

A Bill for an Act Relating to Confidential Personal Information.
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
DEPARTMENT OF HAWAIIAN HOME LANDS RECORDS

-1 Government records and personal records; department of
Hawaiian home lands. (a) The following government records maintained by the
department of Hawaiian home lands shall not be required to be publicly dis-
closed or made open to inspection pursuant to public records requests under
section 92F-11:

(1) Loan applications, loan prequalification documents, loan approv-
al documents, underwriting findings, financial data forms, and fi-
nancial assessments except where disclosure is required by section
92F-12(a)(8);

(2) Any consent to release personal information permitting the depart-
ment of Hawaiian home lands to access birth, marriage, and death
certificates and other documents in the application or lessee file to
assist the family or individual designated by the applicant or lessee
with the processing of an application or lease award,;

(3) Designation of successor to a lease;

(4) Designation of successor to application rights for a homestead
lease;

(5) Requests to succeed to a homestead lease; and

(6) Requests to succeed to application rights.

(b) The Hawaiian homes commission may hold an executive meeting as
provided in section 92-4 for the purpose of discussing the records made exempt
from public disclosure by subsection (a) in the same manner as for the purposes
listed in section 92-5(a).”

SECTION 2. This Act shall take effect on July 1, 2018.
(Approved June 7, 2018.)

ACT 30 H.B. NO. 2341

A Bill for an Act Relating to Qualified Domestic Relations Orders.
Be It Enacted by the Legislature of the State of Hawaii:

SECTION 1. Act 263, Session Laws of Hawaii 2016, is amended as
follows:

1. By amending section 2 to read:

“SECTION 2. Chapter 88, part II, subpart C, Hawaii Revised Statutes,
is amended by adding a new section to be appropriately designated and to read
as follows:

113



ACT 30

“§88- Distribution of property in a divorce action. (a) As used in this
section:

“Alternate payee” means a spouse or former spouse of a member, a for-
mer member who has vested benefit status, or retirant who is recognized by a do-
mestic relations order as having a right to receive all or a portion of the benefits
payable by the system with respect to that member, former member with vested
benefit status, or retirant.

“Benefits payable with respect to a member, a former member with vested
benefit status, or retirant” means any payment required to be made to a member,
a former member with vested benefit status, or retirant.

“Domestic relations order” means a judgment, decree, or order, including
approval of a property settlement agreement, that:

(1) Relates to the provision of marital property rights to a spouse or
former spouse of a member, a former member with vested benefit
status, or retirant; and

(2) Is made pursuant to a domestic relations law of this State or an-
other state.

“Hawaii domestic relations order” means a domestic relations order that:

(1) Creates or recognizes the right of an alternate payee, or assigns to
an alternate payee, the right to receive all or a portion of the benefits
payable with respect to a member, a former member with vested
benefit status, or retirant under the system;

(2) Directs the system to disburse benefits to the alternate payee; and

(3) Meets the requirements of this section.

(b) A Hawaii domestic relations order shall clearly specify:

(1) The name and last known mailing address, if any, of the member,
former member with vested benefit status, or retirant;

(2) The name and mailing address of the alternate payee covered by the
order;

(3) The amount or percentage of the [member] member’s, former mem-
ber’s with vested benefit status, or retirant’s benefits to be paid by the
system to the alternate payee, or the manner in which the amount or
percentage is to be determined; and

[ he-number-of payments-orperiod-to-which
&)] (4) That the order applies to the system.

(c) If, pursuant to a Hawaii domestic relations order, an alternate payee
is receiving all or a portion of a retirant’s pension, annuity, or retirement allow-
ance, the alternate payee shall be entitled to receive a post retirement allowance
as provided by section 88-90.

(d) A Hawaii domestic relations order shall not:

(1) Purport to require the designation by the member, former member
with vested benefit status, or retirant of a particular person as the

recipient of benefits upon the death of the member, former member
with vested benefit status, or retirant;

(2) Purport to require the selection of a particular benefit payment
plan or option or to limit the benefit payment plans or options from
which the member or former member with vested benefit status may
select;

(3) Require any action on the part of the system contrary to its govern-
ing laws or plan provisions other than the direct payment of the
benefit awarded to an alternate payee;
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(4) Make the award to the alternate payee an interest that is contingent
on any condition other than those conditions resulting in the liabil-
ity of the system for payment under its plan provisions;

(5) Purport to give to someone other than a member, former member
with vested benefit status, or retirant the right to designate a benefi-
ciary or to choose any retirement plan or option available from the
system,

(6) Attach a lien to any part of amounts payable with respect to a mem-
ber,_former member with vested benefit status, or retirant;

(7) Award an alternate payee a portion of the benefits payable with re-
spect to a member, former member with vested benefit status, or
retirant under the system and purport to require the system to make
a lump sum payment of the awarded portion of the benefits to the
alternate payee that are not payable in a lump sum;

(8) Purport to require the system, without action by the member, to ter-
minate a member from membership or employment, to refund con-
tributions, or to retire a member[:] or former member with vested
benefit status;

(9) Provide any type or form of benefit, or any option, not otherwise
provided by the system;

(10) Provide increased benefits, determined on the basis of actuarial val-
ue; or

(11) Require the system to provide benefits or refunds to an alternate
payee that are required to be paid to another alternate payee pursu-
ant to an earlier Hawaii domestic relations order.

() Upon receipt of a copy of the complaint for divorce, certified by the
clerk of the court in which the complaint was filed, and a written request that
identifies the member, former member with vested benefit status, or retirant by
name and social security number and states the date of the marriage, the system
shall provide the spouse or former spouse of a member, former member with
vested benefit status, or retirant with the same information that would be pro-
vided to the member, former member with vested benefit status, or retirant on
the member’s, former member’s with vested benefit status, or retirant’s benefits
that is relevant to the spouse’s or former spouse’s interest in the member’s, for-
mer member’s with vested benefit status, or retirant’s benefits.

(f) A person who wishes to have the system review a domestic relations
order or a proposed domestic relations order to establish whether the order or
proposed order meets the requirements for a Hawaii domestic relations order
shall submit to the system a written request for review and a copy of the order or
proposed order. If the order has been entered by a court, the copy of the order
shall be certified by the clerk of the court that entered the order. The order or
proposed order shall be reviewed as provided by this section.

The filing fee in effect at the time that an order or proposed order is sub-
mitted shall be paid before the order or proposed order is processed or reviewed.
In addition, the system shall charge for legal and actuarial services as provided
by subsection (s).

Before any legal or actuarial services are performed, the system shall no-
tify the person who requested the review of the order or proposed order that the
services will be needed as part of the review. The notification shall include an
estimate of the extent of the services and the estimated costs relating to those
services. The charges for legal and actuarial services shall be paid before the sys-
tem may issue notification of determination on an order or notification whether
or not a proposed order meets the requirements for a Hawaii domestic relations
order.
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If a domestic relations order is submitted for review after it has been
entered by the court and is thereafter amended with the intention that it shall
be a Hawaii domestic relations order, the member, former member with vested
benefit status, retirant, or the alternate payee shall submit a certified copy of the
amended order to the system. The system shall review any amended order that it
receives according to the same rules applicable to all other orders.

(g) The system shall review an order or proposed order for compliance
with the requirements imposed by this section. Upon completion of the review:

(1) The system shall not issue a determination that a proposed order

is or is not a Hawaii domestic relations order but shall notify the
person who submitted the proposed order, in writing, and may also
notify the member, former member with vested benefit status, or
alternate payee whether the proposed order meets the requirements
for a Hawaii domestic relations order, identifying any provisions of
this section that the proposed order does not meet; and

(2) If the order has been entered by the court, the system shall notify

the member, former member with vested benefit status, or retirant
and the alternate payee in writing of the determination that the or-
der is or is not a Hawaii domestic relations order, identifying any
provisions of this section that the order does not meet.

(h) During any period not exceeding eighteen months, beginning on the
date on which the first payment would be required to be made to the alternate
payee under the domestic relations order, in which a domestic relations order
1s under review to determine whether it is a Hawaii domestic relations order,
or in which a determination that an order is not qualified is on appeal to the
board or to a court, the system shall limit the member’s, former member’s with
vested benefit status, or retirant’s rights in the member’s, former member’s with
vested benefit status, or retirant’s benefits to the extent the system deems ap-
propriate to protect the largest amount that would be payable to the proposed
alternate payee under the system’s interpretation of the domestic relations order.
Any amounts not paid to the member, former member with vested benefit status
or retirant during this eighteen-month period shall be separately accounted for.
If the domestic relations order is determined to be a Hawaii domestic relations
order before the end of the eighteen-month period, the system shall pay benefits
to the member, former member with vested benefit status, or retirant and the
alternate payee in accordance with the Hawaii domestic relations order and the
terms of the plan, including any benefits separately accounted for during the
period between the date on which the first payment was to be made under the
Hawaii domestic relations order and the date the determination is made. If the
domestic relations order is finally determined not to be a Hawaii domestic rela-
tions order, or if the eighteen-month period expires without a determination
that the domestic relations order is a Hawaii domestic relations order, none of
the amounts separately accounted for shall be paid to the alternate payee, and
the member, former member with vested benefit status, or retirant shall be en-
titled to the member’s, former member’s with vested benefit status, or retirant’s
full benefits in accordance with the terms of this chapter, including any benefits
that had been separately accounted for and withheld from the member, former
member with vested benefit status, or retirant. If the domestic relations order is
determined to be a Hawaii domestic relations order after the end of the eighteen-
month period, or if the system later receives another domestic relations order
that is determined to be a Hawaii domestic relations order, the Hawaii domestic
relations order shall apply prospectively only and shall not affect benefits already
paid to the member, former member with vested benefit status, or retirant.
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(i) Subject to the limitations of applicable statutes and this section, if a
domestic relations order is determined to be a Hawaii domestic relations order,
the system shall pay benefits in accordance with the order at the time benefits
become payable to, or in the case of contributions or hypothetical account bal-
ances, are withdrawn by, the member, former member with vested benefit sta-
tus, or retirant. Any determination that an order is a Hawaii domestic relations
order is voidable or subject to modification if the system determines that the
provisions of the order have been changed or that circumstances relevant to the
determination have changed.

() If a member terminates membership in the system by withdrawal
of contributions or hypothetical account balance, the system shall pay all or
a portion of the amount withdrawn to any alternate payee as directed by a
Hawaii domestic relations order. Payment to any alternate payee pursuant to
this subsection shall be in a lump sum. If the former member later resumes mem-
bership in the system, the system shall pay to an alternate payee no portion of
any benefits payable to the member or retirant that result from the resumption
of membership, even if those benefits result in part from reinstatement of service
credit initially credited during the marriage.

(k) In order to receive credit for all service represented by withdrawn
or refunded contributions, a member, in reinstating service credit by repaying
amounts previously withdrawn or refunded, shall repay the entire amount with-
drawn or refunded, regardless of whether a portion or all of the amount was
paid to an alternate payee.

(' When the system has not yet begun to make payment to an alternate
payee under this section and is provided with proof of the death of the alternate
payee, benefits payable with respect to the member, former member with vested
benefit status, or retirant shall be paid without regard to the Hawaii domestic
relations order.

(m) When the system receives a certified copy of a domestic relations
order prior to a member’s retirement, and if the domestic relations order is de-
termined to be a Hawaii domestic relations order, the system, except as provided
in subsection (j), shall pay the alternate payee [an-amount-that-is-the-actuarial
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a portion of the retirement benefit the member or former member with vested
benefit status is expected to receive as follows:

@

If the alternate payee will be named beneficiary under any option
elected by the retirant at retirement, the benefit to which the retirant
is entitled, without regard to the Hawaii domestic relations order,
shall be apportioned between the retirant and the alternate payee ac-
cording to the terms of the Hawaii domestic relations order. Upon
the death of the retirant or the alternate payee, the benefit amount
to be paid to the survivor shall be the amount required under the
option elected by the retirant at retirement, as though no Hawaii
domestic relations order had existed; or

If the alternate payee will not be a named beneficiary under the op-
tion elected by the retirant at retirement, the benefit to which the
retirant is entitled without regard to the Hawaii domestic relations
order, shall be apportioned between the retirant and the alternate
payee according to the terms of the Hawaii domestic relations order.
If the retirant predeceases the alternate payee, payments to the al-
ternate payee shall cease and payments to the retirant’s named ben-
eficiary or beneficiaries shall be made as required under the option
elected by the retirant at retirement, as though no Hawaii domestic
relations order had existed. If the alternate payee predeceases the
retirant, the benefit then being paid to the retirant shall be increased
by the amount of the benefit that was being paid to the alternate

payee at time of death.

[®)] Payment of the alternate payee’s interest under this subsection
shall be effective as of the same date that benefit payments are effective for the
member.

(n)

When the system receives a certified copy of a domestic relations

order subsequent to the member’s or former member’s with vested benefit status
retirement, and if the domestic relations order is determined to be a Hawaii do-
mestic relations order, the interest awarded to the alternate payee by the Hawaii
domestic relations order shall be paid as a portion of the retirement benefit the
retirant is receiving as follows:
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If the alternate payee is already a named beneficiary under any op-
tion elected by the retirant at retirement, the benefit to which the
retirant is entitled, without regard to the Hawaii domestic relations
order, shall be apportioned between the retirant and the alternate
payee according to the terms of the Hawaii domestic relations order.
Upon the death of the retirant or the alternate payee, the benefit
amount to be paid to the survivor shall be the amount required un-
der the option elected by the retirant at retirement, as though no
Hawaii domestic relations order had existed; or

If the alternate payee is not a named beneficiary under the option
elected by the retirant at retirement, the benefit to which the retirant
is entitled without regard to the Hawaii domestic relations order,
shall be apportioned between the retirant and the alternate payee
according to the terms of the Hawaii domestic relations order. If the
retirant predeceases the alternate payee, payments to the alternate
payee shall cease and payments to the retirant’s named beneficiary
or beneficiaries shall be made as required under the option elected
by the retirant at retirement, as though no Hawaii domestic rela-
tions order had existed. If the alternate payee predeceases the reti-
rant, the benefit then being paid to the retirant shall be increased by
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the amount of the benefit that was being paid to the alternate payee

at time of death.

Payment according to the terms of the Hawaii domestic relations order
under this subsection shall commence as of the first day of the month following
the date upon which the order is determined to be qualified, unless the parties
jointly direct that payment shall commence at a later date.

(o) If a retirant returns to employment requiring active membership in
the system:

Payments to an alternate payee pursuant to a Hawaii domestic rela-

tions order shall not be suspended; and

(2) The system shall pay to an alternate payee no portion of any ben-

efits payable to the retirant that result from the resumption of

membership.

For the purpose of calculating earnings limitations for retirants who
have been restored to service, the retirant’s maximum retirement allowance shall
be considered to be the amount that would have been paid if there had not been
any Hawaii domestic relations order applicable to the retirant.

(q) A court does not have jurisdiction over the system with respect to a
divorce or other domestic relations action in which an alternate payee’s right to
receive all or a portion of the benefits payable to a member, former member with
vested benefit status, or retirant is created or established. A determination by the
system that a domestic relations order is not a Hawaii domestic relations order
shall be subject to review as provided in chapter 91 and the system’s rules relat-
ing to contested cases. The system shall not be made party to any other judicial
proceedings except as provided in this subsection. A party to any action who at-
tempts to make the system a party to the action contrary to this subsection shall
be liable to the system for the system’s costs and attorney’s fees in the action,
including attorneys’ fee and costs for obtaining a dismissal.

(r) If a member, former member with vested benefit status, or retirant,
or the beneficiary or estate of [eithes] any, receives the amount of any distribu-
tion that should have been paid by the system to the spouse or former spouse
of the member, former member with vested benefit status, or retirant, the recipi-
ent shall be designated a constructive trustee for the amount received and shall
immediately transmit that amount to the person to whom the amount should
have been paid. If a spouse or former spouse of a member, former member with
vested benefit status, or retirant, or the estate, heirs, or legatees of the spouse or
former spouse receive any amount of a distribution that should have been paid
to a member, former member with vested benefit status, or retirant, or the estate,
heirs, or legatees of [either;] any, the recipient shall be designated a constructive
trustee for the amount received and shall immediately transmit that amount to
the member, former member with vested benefit status, or retirant or other per-
son to whom the amount should have been paid. If a member, former member
with vested benefit status, retirant, or the beneficiary, estate, heirs, or legatees of
[either] any, receives any amount that should not have been paid by the system,
the recipient shall be designated a constructive trustee for the amount received
and shall immediately transmit that amount to the system. If an alternate payee
or the estate, heirs, or legatee of the alternate payee, receives any amount that
should not have been paid by the system, the recipient shall be designated a
constructive trustee for the amount received and shall immediately transmit that
amount to the system.

(s) The board shall adopt rules in accordance with chapter 91, and
adopt forms as it deems necessary to effectuate this section. The board, by mo-
tion at a duly noticed meeting of the board, may establish and revise from time
to time:
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(1) A filing fee for processing and review of domestic relations orders
and proposed domestic relations orders for the purposes of this
section;

(2) A schedule of charges for legal and actuarial services incurred by
the system in the review and processing of domestic relations orders
and proposed Hawaii domestic relations orders for the purposes of
this section; and

(3) A required form or forms for Hawaii domestic relations orders.”
By amending section 5 to read:

“SECTION 5. This Act shall take effect on July 1, [2648:] 2020.”

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

SECTION 3. This Act shall take effect upon its approval.
(Approved June 7, 2018.)

ACT 31 H.B. NO. 2359

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

SECTION 1. The purpose of this Act is to clarify the offense of trespass-
ing on public housing property.

SECTION 2. Chapter 356D, Hawaii Revised Statutes, is amended by
adding a new section to part I to be appropriately designated and to read as
follows:

“§356D- Closed to the public. (a) Any area within a housing project
that is not a public street, road, highway, sidewalk, or county or state bus stop,
shall be closed to the public where signs are displayed that read: “Closed to the
Public — No Trespassing”, or a substantially similar message; provided that the
signs:

(1) Contain letters no less than two inches in height; and

(2) Are placed at reasonable intervals no less than three signs to a mile

along the boundary line of the areas that are closed to the public
and at all entrances to the property, in a manner and position to be
clearly noticeable from outside the boundary line.

(b) For the purposes of this section:

“Housing project” means a public housing project, elder or elderly hous-
ing, as defined in section 356D-1, or state low-income housing project, as defined
in section 356D-51.”

SECTION 3. Section 708-814, Hawaii Revised Statutes, is amended to
read as follows:

“§708-814 Criminal trespass in the second degree. (1) A person commits
the offense of criminal trespass in the second degree if:
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The person knowingly enters or remains unlawfully in or upon
premises that are enclosed in a manner designed to exclude intrud-
ers or are fenced;

The person enters or remains unlawfully in or upon commercial

premises after a reasonable warning or request to leave by the owner

or lessee of the commercial premises, the owner’s or lessee’s autho-
rized agent, or a police officer; provided that this paragraph shall
not apply to any conduct or activity subject to regulation by the

National Labor Relations Act.

For the purposes of this paragraph, “reasonable warning or
request” means a warning or request communicated in writing at
any time within a one-year period inclusive of the date the incident
occurred, which may contain but is not limited to the following
information:

(i) A warning statement advising the person that the person’s
presence is no longer desired on the property for a period of
one year from the date of the notice, that a violation of the
warning will subject the person to arrest and prosecution for
trespassing pursuant to this subsection, and that criminal tres-
pass in the second degree is a petty misdemeanor;

(ii) The legal name, any aliases, and a photograph, if practicable,
or a physical description, including but not limited to sex, ra-
cial extraction, age, height, weight, hair color, eye color, or any
other distinguishing characteristics of the person warned;

(iii) The name of the person giving the warning along with the date
and time the warning was given; and

(iv) The signature of the person giving the warning, the signature
of a witness or police officer who was present when the warn-
ing was given and, if possible, the signature of the violator;

The person enters or remains unlawfully on agricultural lands with-

out the permission of the owner of the land, the owner’s agent, or

the person in lawful possession of the land, and the agricultural
lands:

(i) Are fenced, enclosed, or secured in a manner designed to ex-
clude intruders;

(i) Have a sign or signs displayed on the unenclosed cultivated
or uncultivated agricultural land sufficient to give notice and
reading as follows: “Private Property” or “Government Prop-
erty — No Trespassing”. The sign or signs, containing letters
no less than two inches in height, shall be placed at reasonable
intervals no less than three signs to a mile along the boundary
line of the land and at roads and trails entering the land in a
manner and position as to be clearly noticeable from outside
the boundary line; or

(iii) At the time of entry, are fallow or have a visible presence of
livestock or a crop:

(A) Under cultivation;

(B) In the process of being harvested; or

(C) That has been harvested;

The person enters or remains unlawfully on unimproved or unused

lands without the permission of the owner of the land, the owner’s

agent, or the person in lawful possession of the land, and the lands:

(i) Are fenced, enclosed, or secured in a manner designed to ex-
clude the general public; or
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(i) Have a sign or signs displayed on the unenclosed, unimproved,
or unused land sufficient to give reasonable notice and reads
as follows: “Private Property — No Trespassing”, “Govern-
ment Property — No Trespassing”, or a substantially similar
message; provided that the sign or signs shall contain letters no
less than two inches in height and shall be placed at reasonable
intervals no less than three signs to a mile along the boundary
line of the land and at roads and trails entering the land in a
manner and position as to be clearly noticeable from outside
the boundary line. ’

For the purposes of this paragraph, “unimproved or unused
lands” means any land upon which there is no improvement; con-
struction of any structure, building, or facility; or alteration of the
land by grading, dredging, or mining that would cause a permanent
change in the land or that would change the basic natural condition
of the land. Land remains “unimproved or unused land” under this
paragraph notwithstanding minor improvements, including the in-
stallation or maintenance of utility poles, signage, and irrigation fa-
cilities or systems; minor alterations undertaken for the preservation
or prudent management of the unimproved or unused land, includ-
ing the installation or maintenance of fences, trails, or pathways;
maintenance activities, including forest plantings and the removal
of weeds, brush, rocks, boulders, or trees; and the removal or secur-
ing of rocks or boulders undertaken to reduce risk to downslope
properties; or

-] The per-
son enters or remains unlawfully in or upon any area of a housing
project that is closed to the public pursuant to section 356D- and
meets the signage requirements of section 356D- . or the person
enters or remains unlawfully in or upon any property that is sub-
ject to section 356D- _and meets the signage requirements of sec-
tion 356D- _ after a reasonable warning or request to leave by the
housing authority or law enforcement officer, as defined in section
710-1000, based upon an alleged violation of law or administrative
rule, notwithstanding any invitation or authorization provided to
the person by a tenant of that housing project or a member of that

tenant’s household,
As used in this paragraph:
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‘Housing authority” means a property manager, resident man-
ager, tenant monitors, security guards, or others officially designat-
ed by the Hawaii public housing authority, for the housing project.

“Housing project” means a public housing project, or elder or
elderly housing as defined in section 356D-1, or state low-income
housing project as defined in section 356D-51.

“Reasonable warning or request” means a warning or request
communicated in writing at any time within a one-year period inclu-
sive of the date the incident occurred, which may contain but is not
limited to the following information:

(i) A warning statement advising the person that for a pe-
riod of one year from the date of the notice, the person’s
presence is no longer desired in or on the areas of the sub-
ject housing project that are closed to the public, that a
violation of the warning will subject the person to arrest
and prosecution for trespassing pursuant to this subsec-
tion, and that criminal trespass in the second degree is a
petty misdemeanor;

(ii) The legal name, any aliases, and a photograph, if practi-
cable, or a physical description, including but not limited
to sex, racial extraction, age, height, weight, hair color,
eye color, or any other distinguishing characteristics of
the person warned.;

iii) The name of the person giving the warning along with
the date and time the warning was given;

(iv) The signature of the person giving the warning and, if
possible, the signature of the violator; and

(v) The name and signature of a witness or law enforcement

officer, as defined in section 710-1000, who was present

when the warning was given.
(2) Subsection (1) shall not apply to a process server who enters or re-

mains in or upon the land or premises of another, unless the land or premises
are secured with a fence and locked gate, for the purpose of making a good faith
attempt to perform [their] the process server’s legal duties and to serve process
upon any of the following:

(a) An owner or occupant of the land or premises;

(b) An agent of the owner or occupant of the land or premises; or

(c) A lessee of the land or premises.

For the purposes of this subsection, “process server” means any person

authorized under the Hawaii rules of civil procedure, district court rules of civil
procedure, Hawaii famlly court rules, or section 353C-10 to serve process.

] (3) Criminal trespass in %he second degree is a petty misdemeanor.”
SECTION 4. This Act does not affect rights and duties that matured,

penalties that were incurred, and proceedings that were begun before its effective
date.
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SECTION 5. Statutory material to be repealed is bracketed and stricken.
New statutory material is underscored.!

SECTION 6. This Act shall take effect upon its approval.
(Approved June 7, 2018.)

Note

1. Edited pursuant to HRS §23G-16.5.

ACT 32 H.B. NO. 2305

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

SECTION 1. Act 105, Session Laws of Hawaii 2014 (Act 105), estab-
lished a pesticide subsidy program in the department of agriculture for five years
to assist coffee growers with offsetting the costs of purchasing certain pesticides
known to be effective against the coffee berry borer, a highly destructive coffee
pest that has infested coffee crops on Hawaii island and more recently has been
detected on Oahu and Maui.

Act 152, Session Laws of Hawaii 2015, established a pesticide subsidy
program manager position as a full-time, temporary position exempt from chap-
ters 76 and 89, Hawaii Revised Statutes. Section 76-16(b)(17), Hawaii Revised
Statutes, provides that any exemption created after July 1, 2014, shall expire
three years after its enactment unless affirmatively extended by an act of the leg-
islature. Pursuant to section 76-16(b)(17), the exemption from civil service of the
pesticide subsidy program manager position will expire on June 30, 2018, three
years after it was created by Act 152, Session Laws of Hawaii 2015.

Because it took longer than anticipated for Act 105 to be implemented,
Act 65, Session Laws of Hawaii 2017 (Act 65), extended the pesticide subsidy
program from its original sunset date of June 30, 2019, to a new sunset date of
June 30, 2021, to assist coffee growers for the number of years intended when
Act 105 was enacted. However, Act 65 did not extend the civil service and col-
lective bargaining laws exemption of the pesticide subsidy program manager
position.

Pursuant to section 3(c) of Act 105, an application for a subsidy for pes-
ticide purchases made in a fiscal year must be filed in the immediately following
fiscal year. For pesticide purchases made in the last fiscal year of the program,
from July 1, 2020, to June 30, 2021, applications for subsidies must be filed in the
immediately following fiscal year, anytime from July 1, 2021, to June 30, 2022.
The manager position will be needed to process these applications for subsidies
for costs incurred in the final year of the program.

The purpose of this Act is to extend the pesticide subsidy program man-
ager position through the fiscal year immediately following the program sunset
date in order to ‘process applications for subsidies for costs incurred in the final
year of the program and affirmatively extend the position’s civil service and col-
lective bargaining laws exemption.

SECTION 2. Section 3 of Act 105, Session Laws of Hawaii 2014, as
amended by section 1 of Act 152, Session Laws of Hawaii 2015, as amended
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by section 2 of Act 65, Session Laws of Hawaii 2017, is amended by amending
subsection (g) to read as follows:

“(g) There is established within the department a pesticide subsidy pro-
gram manager position, which shall be a full-time, temporary position exempt
from chapters 76 and 89, Hawaii Revised Statutes. The pesticide subsidy pro-
gram manager shall possess a requisite level of knowledge and expertise in the
area of program management necessary to carry out the duties of the position.
The pesticide subsidy program manager shall:

(1) Facilitate the efficient division and distribution of available subsidy

funds; and .

(2) Manage the day-to-day coordination for the pesticide subsidy

program.

The pesticide subsidy program manager shall receive a salary of not more
than $50,000 per year. The pesticide subsidy program manager position, includ-
ing the position’s exemption from chapters 76 and 89, Hawaii Revised Statutes,
shall expire on June 30, 2022.”

SECTION 3. New statutory material is underscored.

SECTION 4. This Act shall take effect upon its approval.
(Approved June 7, 2018.)

ACT 33 H.B. NO. 1770

A Bill for an Act Making an Appropriation to the Department of the Prosecut-
ing Attorney of the City and County of Honolulu.

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 $350,000 or so much thereof as may be necessary
for fiscal year 2018-2019 for a grant-in-aid to the department of the prosecuting
attorney of the city and county of Honolulu for the career criminal prosecution
unit.

The sum appropriated shall be expended by the department of the prose-
cuting attorney of the city and county of Honolulu for the purposes of this Act.

SECTION 2. This Act shall take effect on July 1, 2018.
(Approved June 7, 2018.)

ACT 34 H.B. NO. 1971

A Bill for an Act Relating to the Issuance of Special Purpose Revenue Bonds to
Kunoa Cattle Company, LLC.

Be It Enacted by the Legislature of the State of Hawaii:
SECTION 1. The legislature finds and declares that the issuance of spe-

cial purpose revenue bonds under this Act is in the public interest and for the
public health, safety, and general welfare.
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SECTION 2. Pursuant to part X, chapter 39A, Hawaii Revised Statutes,
the department of budget and finance, with the approval of the governor, is au-
thorized to issue special purpose revenue bonds in a total amount not to exceed
$50,000,000, in one or more series, for the purpose of assisting Kunoa Cattle
Company, LLC, a Delaware corporation, for a multi-species livestock farm, ex-
pansion of the current slaughter and processing infrastructure, development of
distribution assets and agritourism services, and expansion of renewable energy
assets. The legislature hereby finds and determines that construction of facilities
and expansion of economic infrastructure constitute a project as defined in part
X, chapter 39A, Hawaii Revised Statutes, and the financing thereof is assistance
to an agricultural enterprise.

SECTION 3. The special purpose revenue bonds and the refunding spe-
cial purpose revenue bonds issued under this Act shall be issued pursuant to part
X, chapter 39A, Hawaii Revised Statutes, relating to the power to issue special
purpose revenue bonds to assist agricultural enterprises.

SECTION 4. The department of budget and finance is authorized, from
time to time, including times subsequent to June 30, 2023, to issue special pur-
pose revenue bonds in whatever principal amounts the department shall deter-
mine to be necessary to refund the special purpose revenue bonds authorized in
section 2 and to refund special purpose revenue bonds authorized in this section,
regardless of whether the outstanding special purpose revenue bonds or refund-
ing special purpose revenue bonds have matured or are the subject of redemp-
tion or whether the refunding special purpose revenue bonds shall be bonds for
the multi-project programs described in section 2. In making this determination,
the department shall comply with federal law relating to the exemption from
federal income taxation of the interest on bonds of the nature authorized by
this section.

SECTION 5. The authorization to issue special purpose revenue bonds
under this Act shall lapse on June 30, 2023.

SECTION 6. This Act shall take effect on July 1, 2018.
(Approved June 7, 2018.)

ACT 35 H.B. NO. 634

A Bill for an Act Relating to the Issuance of Special Purpose Revenue Bonds for
the Nuuanu Hydroelectricity Project.

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

SECTION 1. Nuuanu reservoir #1 is an essential component in the
Nuuanu hydroelectricity project, which will connect existing reservoirs in Nuua-
nu valley to generate renewable hydroelectric energy, provide energy storage of
off-peak solar or wind energy supplies, and supplement usable groundwater
supplies through the increase of groundwater recharge of captured stormwater.
Nuuanu reservoir #1 needs to be upgraded to facilitate this project. The legisla-
ture finds that part XII, chapter 39A, Hawaii Revised Statutes, permits the State
to assist dam and reservoir owners.
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The legislature finds and declares that the issuance of special purpose
revenue bonds under this Act is in the public interest and for the public health,
safety, and general welfare.

SECTION 2. Pursuant to part XII, chapter 39A, Hawaii Revised
Statutes, the department of budget and finance, with the approval of the gov-
ernor, is authorized to issue special purpose revenue bonds in a total amount
not to exceed $4,800,000, in one or more series, for the purpose of assisting the
Honolulu board of water supply, a municipal water utility, to upgrade Nuuanu
reservoir #1 to meet state dam safety standards as part of the Nuuanu hydro-
electricity project. The legislature hereby finds and determines that the upgrade
of Nuuanu reservoir #1 constitutes a project as defined in part XII, chapter
39A, Hawaii Revised Statutes, and the financing thereof is assistance to dam and
reservoir Owners.

SECTION 3. The special purpose revenue bonds and the refunding spe-
cial purpose revenue bonds issued under this Act shall be issued pursuant to part
XII, chapter 39A, Hawaii Revised Statutes, relating to the power to issue special
purpose revenue bonds to assist dam and reservoir owners.

SECTION 4. The department of budget and finance is authorized, from
time to time, including times subsequent to June 30, 2023, to issue special pur-
pose revenue bonds in whatever principal amounts the department shall deter-
mine to be necessary to refund the special purpose revenue bonds authorized in
section 2 and to refund special purpose revenue bonds authorized in this section,
regardless of whether the outstanding special purpose revenue bonds or refund-
ing special purpose revenue bonds have matured or are the subject of redemp-
tion or whether the refunding special purpose revenue bonds shall be bonds for
the multi-project programs described in section 2. In making this determination,
the department shall comply with federal law relating to the exemption from
federal income taxation of the interest on bonds of the nature authorized by
this section.

SECTION 5. The authorization to issue special purpose revenue bonds
under this Act shall lapse on June 30, 2023.

SECTION 6. This Act shall take effect on July 1, 2018.
(Approved June 7, 2018.)

ACT 36 H.B. NO. 635

A Bill for an Act Relating to the Issuance of Special Purpose Revenue Bonds for
the Nuuanu Hydroelectricity Project.

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

SECTION 1. Nuuanu reservoir #4 is an essential component in the
Nuuanu hydroelectricity project, which will connect existing reservoirs in Nuuanu
valley to generate renewable hydroelectric energy, provide energy storage of off-
peak solar or wind energy supplies, and supplement usable groundwater supplies
through the increase of groundwater recharge of captured stormwater. Nuuanu
reservoir #4 needs to be upgraded to facilitate this project. The legislature finds
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that part XII, chapter 39A, Hawaii Revised Statutes, permits the State to assist
dam and reservoir owners.

The legislature finds and declares that the issuance of special purpose
revenue bonds under this Act is in the public interest and for the public health,
safety, and general welfare.

SECTION 2. Pursuant to part XII, chapter 39A, Hawaii Revised Statutes,
the department of budget and finance, with the approval of the governor, is
authorized to issue special purpose revenue bonds in a total amount not to ex-
ceed $6,400,000, in one or more series, for the purpose of assisting the Honolulu
board of water supply, a municipal water utility, to upgrade Nuuanu reservoir
#4 to meet state dam safety standards as part of the Nuuanu hydroelectricity
project. The legislature hereby finds and determines that Nuuanu reservoir #4
constitutes a project as defined in part XII, chapter 39A, Hawaii Revised Stat-
utes, and the financing thereof is assistance to dam and reservoir owners.

SECTION 3. The special purpose revenue bonds and the refunding spe-
cial purpose revenue bonds issued under this Act shall be issued pursuant to part
XII, chapter 39A, Hawaii Revised Statutes, relating to the power to issue special
purpose revenue bonds to assist dam and reservoir owners.

SECTION 4. The department of budget and finance is authorized, from
time to time, including times subsequent to June 30, 2023, to issue special pur-
pose revenue bonds in whatever principal amounts the department shall deter-
mine to be necessary to refund the special purpose revenue bonds authorized in
section 2 and to refund special purpose revenue bonds authorized in this section,
regardless of whether the outstanding special purpose revenue bonds or refund-
ing special purpose revenue bonds have matured or are the subject of redemp-
tion or whether the refunding special purpose revenue bonds shall be bonds for
the multi-project programs described in section 2. In making this determination,
the department shall comply with federal law relating to the exemption from
federal income taxation of the interest on bonds of the nature authorized by
this section.

SECTION 5. The authorization to issue special purpose revenue bonds
under this Act shall lapse on June 30, 2023.

SECTION 6. This Act shall take effect on July 1, 2018.
(Approved June 7, 2018.)

ACT 37 H.B. NO. 2108

A Bill for an Act Relating to the Issuance of Special Purpose Revenue Bonds to
Assist a Seawater Air Conditioning Project in Hawaii.

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

SECTION 1. Act 129, Session Laws of Hawaii 2013, is amended by
amending sections 4 and 5 to read as follows:

“SECTION 4. The department of budget and finance is authorized,
from time to time, including times subsequent to [Fure-36;2048;] June 30, 2023,
to issue special purpose revenue bonds in whatever principal amounts the de-
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partment shall determine to be necessary to refund the special purpose revenue
bonds authorized in section 2 and to refund special purpose revenue bonds au-
thorized in this section, regardless of whether the outstanding special purpose
revenue bonds or refunding special purpose revenue bonds have matured or are
the subject of redemption or whether the refunding special purpose revenue
bonds shall be bonds for the multi-project programs described in section 2. In
making this determination, the department shall comply with federal law relat-
ing to the exemption from federal income taxation of the interest on bonds of
the nature authorized by this section.

SECTION 5. The authorization to issue special purpose revenue bonds
under this Act shall lapse on [Funre-36,2648-] June 30, 2023.”

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

SECTION 3. This Act shall take effect on June 29, 2018.
(Approved June 7, 2018.)

ACT 38 S.B. NO. 1208

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

SECTION 1. The legislature finds and declares that the issuance of spe-
cial purpose revenue bonds under this Act is in the public interest and for the
public health, safety, and general welfare.

SECTION 2. Pursuant to part X, chapter 39A, Hawaii Revised Statutes,
the department of budget and finance, with the approval of the governor, is au-
thorized to issue special purpose revenue bonds in a total amount not to exceed
$9,000,000, in one or more series, for the purpose of assisting Twin Bridge Farms,
Inc., a Hawaii corporation, for the purchase of land identified by tax map key
6-7-001:026. The legislature hereby finds and determines that the purchase of
this land constitutes a project as defined in part X, chapter 39A, Hawaii Revised
Statutes, and the financing thereof is assistance to an agricultural enterprise.

SECTION 3. The special purpose revenue bonds and the refunding spe-
cial purpose revenue bonds issued under this Act shall be issued pursuant to part
X, chapter 39A, Hawaii Revised Statutes, relating to the power to issue special
purpose revenue bonds to assist agricultural enterprises.

SECTION 4. The department of budget and finance is authorized, from
time to time, including times subsequent to June 30, 2023, to issue special pur-
pose revenue bonds in whatever principal amounts the department shall deter-
mine to be necessary to refund the special purpose revenue bonds authorized in
section 2 and to refund special purpose revenue bonds authorized in this section,
regardless of whether the outstanding special purpose revenue bonds or refund-
ing special purpose revenue bonds have matured or are the subject of redemp-
tion or whether the refunding special purpose revenue bonds shall be bonds for
the multi-project programs described in section 2. In making this determination,
the department shall comply with federal law relating to the exemption from
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federal income taxation of the interest on bonds of the nature authorized by
this section.

SECTION 5. The authorization to issue special purpose revenue bonds
under this Act shall lapse on June 30, 2023.

SECTION 6. This Act shall take effect on July 1, 2018.
(Approved June 7, 2018.)

ACT 39 H.B. NO. 2748

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

PART I

SECTION 1. (a) The Hawaii housing finance and development corpora-
tion shall conduct a study of the housing waitlists in the State and in each county
to:

(1) Estimate the number of individuals with access and functional needs
in Hawaii, including but not limited to frail elderly individuals, indi-
viduals with physical or severe mental disabilities, individuals tran-
sitioning from incarceration, emancipated foster youth, individuals
with an alcohol or drug addiction, individuals with HIV/AIDS, and
victims of domestic violence, who are in need of housing;

(2) Identify the supportive services that individuals with access and
functional needs require, and inventory the number of providers of
supportive services in each county;

(3) Develop an information system to forecast and monitor the number
of individuals with access and functional needs who are seeking af-
fordable housing; and

(4) Develop effective strategies to assist individuals with access and
functional needs in accessing and retaining affordable housing in
independent settings.

The Hawaii housing finance and development corporation shall consult
with community stakeholders to identify any other issues that should be includ-
ed in the study’s scope of work.

(b) The Hawaii housing finance and development corporation shall
submit a written report of its findings and recommendations, including any pro-
posed legislation, to the legislature no later than twenty days prior to the conven-
ing of the regular session of 2019.

SECTION 2. There is appropriated out of the general revenues of the
State of Hawaii the sum of $50,000 or so much thereof as may be necessary for
fiscal year 2018-2019 for the purposes of this part.

The sum appropriated shall be expended by the Hawaii housing finance
and development corporation for the purposes of this part.

PART II

SECTION 3. Section 201H-36, Hawaii Revised Statutes, is amended by
amending subsection (a) to read as follows:
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“(a) In accordance with section 237-29, the corporation may approve
and certify for exemption from general excise taxes any qualified person or firm
involved with a newly constructed, or a moderately or substantially rehabili-
tated, project[:] that is:

(1)
@

€)

@

&)

Developed under this part;

Developed under a government assistance program approved by

the corporation, including but not limited to the United States

Department of [Agrienlture] Agriculture’s section 502 direct loan

program and Federal Housing [Administration] Administration’s

section 235 program,;

Developed under the sponsorship of a private nonprofit organiza-

tion providing home rehabilitation or new homes for qualified fami-

lies in need of decent, low-cost housing;

Developed by a qualified person or firm to provide affordable rental

housing where at least fifty per cent of the available units are for

households with incomes at or below eighty per cent of the area
median family income as determined by the United States Depart-
ment of Housing and Urban Development, of which at least twenty
per cent of the available units are for households with incomes at
or below sixty per cent of the area median family income as de-
termined by the United States Department of Housing and Urban

Development; or

[Bffective] Approved or certified from July 1, 2018, to June 30,

[2622;] 2030, and developed under a contract described in section

104-2(1)(2) by a qualified person or firm to provide affordable rental

housing|;] through new construction or substantial rehabilitation;
provided that:

(A) The allowable general excise tax and use tax costs shall apply to
contracting only and shall not exceed [$%600;000] $30.000.000
per year in the aggregate for all projects approved and certified
by the corporation; and

(B) All available units are for households with incomes at or below
one hundred forty per cent of the area median family income
as determined by the United States Department of Housing
and Urban Development, of which at least twenty per cent
of the available units are for households with incomes at or
below eighty per cent of the area median family income as de-
termined by the United States Department of Housing and
Urban Development[-]; provided that an owner shall not refuse
to lease a unit solely because the applicant holds a voucher or
certificate of eligibility under section 8 of the United States
Housing Act of 1937, as amended.”

SECTION 4. Act 54, Session Laws of Hawaii 2017, is amended by
amending section 5 to read as follows:

“SECTION 5. This Act shall take effect on July 1, 2017, and shall be
repealed on June 30, [2022:] 2030; provided that:

M

@

Section 3 of this Act shall apply to taxable years beginning after

December 31, 2017[;], but shall not apply to projects certified or ap-
proved after June 30, 2030; and

Section 104-2, Hawaii Revised Statutes, and section 201H-36,
Hawaii Revised Statutes, shall be reenacted in the form in which
they read on the day before the effective date of this Act.”
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PART 111

SECTION 5. The Hawaii housing finance and development corpora-
tion shall submit a report to the legislature on its activities pursuant to section
201H-36, Hawaii Revised Statutes, and the amendments made to that section
pursuant to section 3 of this Act no later than six months after the effective date
of this Act.

PART IV

SECTION 6. There is appropriated out of the general revenues of the
State of Hawaii the sum of $200,000,000 or so much thereof as may be necessary
for fiscal year 2017-2018 to be deposited into the rental housing revolving fund
established pursuant to section 201H-202, Hawaii Revised Statutes.

SECTION 7. There is appropriated out of the rental housing revolv-
ing fund established pursuant to section 201H-202, Hawaii Revised Statutes, the
sum of $200,000,000 or so much thereof as may be necessary for fiscal year
2017-2018 for the purposes for which the revolving fund is established.

The sum appropriated shall be expended by the Hawaii housing finance
and development corporation for the purposes of this section.

SECTION 8. There is appropriated out of the general revenues of the
State of Hawaii the sum of $10,000,000 or so much thereof as may be necessary
for fiscal year 2017-2018 to be deposited into the dwelling unit revolving fund
established pursuant to section 201H-191, Hawaii Revised Statutes.

SECTION 9. There is appropriated out of the dwelling unit revolving
fund established pursuant to section 201H-191, Hawaii Revised Statutes, the
sum of $10,000,000 or so much thereof as may be necessary for fiscal year 2017-
2018 for the purposes for which the revolving fund is established.

The sum appropriated shall be expended by the Hawaii housing finance
and development corporation for the purposes of this section.

PART V

SECTION 10. Statutory material to be repealed is bracketed and strick-
en. New statutory material is underscored.

SECTION 11. This Act shall take effect upon its approval; provided that:

(1) Part I shall take effect on July 1, 2018; and

(2) The amendments made in section 3 of this Act to section 201H-36,
Hawaii Revised Statutes, shall apply retroactively to taxable years
beginning after December 31, 2017.

(Approved June 8, 2018.)

ACT 40 S.B. NO. 2582

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

SECTION 1. The legislature notes with concern that in cases of vehicu-
lar homicide when the offender is under the influence of drugs or alcohol, the
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offender may fail to render aid as required by law. Such circumstances result in
additional extreme distress for the victim’s family and friends.

The purpose of this Act is to authorize the courts to impose an extended
term of imprisonment for an offender who is convicted of negligent homicide in
the first degree and did not remain at the scene of the crime and render reason-
able assistance to an injured person.

SECTION 2. Section 706-662, Hawaii Revised Statutes, is amended to
read as follows:

“§706-662 Criteria for extended terms of imprisonment. A defendant
who has been convicted of a felony may be subject to an extended term of im-
prisonment under section 706-661 if it is proven beyond a reasonable doubt that
an extended term of imprisonment is necessary for the protection of the public
and that the convicted defendant satisfies one or more of the following criteria:

(1) The defendant is a persistent offender in that the defendant has pre-
viously been convicted of two or more felonies committed at differ-
ent times when the defendant was eighteen years of age or older;

(2) The defendant is a professional criminal in that:

(a) The circumstances of the crime show that the defendant has
knowingly engaged in criminal activity as a major source of
livelihood; or

(b) The defendant has substantial income or resources not ex-
plained to be derived from a source other than criminal
activity;

(3) The defendant is a dangerous person in that the defendant has been
subjected to a psychiatric or psychological evaluation that docu-
ments a significant history of dangerousness to others resulting in
criminally violent conduct, and this history makes the defendant a
serious danger to others. Nothing in this section precludes the intro-
duction of victim-related data to establish dangerousness in accord
with the Hawaii rules of evidence;

(4) The defendant is a multiple offender in that:

(a) The defendant is being sentenced for two or more felonies or is
already under sentence of imprisonment for any felony; or

(b) The maximum terms of imprisonment authorized for each of
the defendant’s crimes, if made to run consecutively, would
equal or exceed in length the maximum of the extended term
imposed or would equal or exceed forty years if the extended
term imposed is for a class A felony;

(5) The defendant is an offender against the elderly, handicapped, or a
minor eight years of age or younger in that:

(a) The defendant attempts or commits any of the following
crimes: murder, manslaughter, a sexual offense that constitutes
a felony under chapter 707, robbery, felonious assault, bur-
glary, or kidnapping; and

(b) The defendant, in the course of committing or attempting to
commit the crime, inflicts serious or substantial bodily injury
upon a person who has the status of being:

(1) Sixty years of age or older;

(1)) Blind, a paraplegic, or a quadriplegic; or

(i) Eight years of age or younger; and
the person’s status is known or reasonably should be known to
the defendant; [e¥]
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(6) The defendant is a hate crime offender in that:
(a) The defendant is convicted of a crime under chapter 707, 708,
or 711; and
(b) The defendant intentionally selected a victim or, in the case of
a property crime, the property that was the object of a crime,
because of hostility toward the actual or perceived race, reli-
gion, disability, ethnicity, national origin, gender identity or
expression, or sexual orientation of any person. For purposes
of this subsection, “gender identity or expression” includes a
person’s actual or perceived gender, as well as a person’s gender
identity, gender-related self-image, gender-related appearance,
or gender-related expression, regardless of whether that gender
identity, gender-related self-image gender-related appearance,
or gender-related expressmn is different from that trad1t10nally
associated with the person’s sex at birth[:]; or
(7) The defendant is convicted under section 707-702.5 and the defen-
dant did not remain at the scene of the crime and render reasonable

assistance to an injured person, including acts and omissions in vio-
lation of section 291C-12.”

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

SECTION 5. This Act shall take effect on July 1, 2018.
(Approved June 10, 2018.)

ACT 41 S.B. NO. 2514

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

SECTION 1. Chapter 237, Hawaii Revised Statutes, is amended by add-
ing a new section to be appropriately designated and to read as follows:

“§237- Engaging in business in the State. A person is engaging in
business in the State, whether or not the person has a physical presence in the
State, if in the current or immediately preceding calendar year:

(1) Theperson’s gross income or gross proceeds from the sale of tangible
personal property delivered in the State, services used or consumed
in the State, or intangible property used in the State is $100,000 or
more; or

(2) The person sold tangible personal property delivered in the State,
services used or consumed in the State, or intangible property used
in the State in two hundred or more separate transactions.”

SECTION 2. New statutory material is underscored.!
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SECTION 3. This Act shall take effect on July 1, 2018, and shall apply
to taxable years beginning after December 31, 2017.

(Approved June 12, 2018.)

Note

1. Edited pursuant to HRS §23G-16.5.

ACT 42 S.B. NO. 2831

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

SECTION 1. The legislature finds that Act 87, Session Laws of Hawaii
2013, was enacted to: (1) remove the university president’s full authority to act as
chief procurement officer for the university for all procurement contracts under
chapter 103D, Hawaii Revised Statutes, (2) transfer authority to the adminis-
trator of the state procurement office to act as chief procurement officer with
respect to university construction contracts and university professional services
contracts relating to construction, and (3) address concerns about the prudent
and transparent management of public funds appropriated by the legislature
and expended by the university for construction. Since its enactment, Act 87 has
resulted in a bifurcated procurement system at the university wherein a differ-
ent set of rules and procedures applies depending on whether the procurement
involves construction or construction related professional services for university
construction projects. Requirements for construction or professional services
furnished by licensees under chapter 464, Hawaii Revised Statutes, must comply
with the Hawaii public procurement code and procedures governing state execu-
tive branch agencies, while requirements for goods and services must comply
with the Hawaii public procurement code and university executive and adminis-
trative procedures governing university transactions.

In January 2016, the state procurement office issued its report to the leg-
islature as required under Act 87, which documents the extensive oversight, re-
views, and coordination between the university and the state procurement office
on procurements involving construction and professional services related to con-
struction. The conclusion of the state procurement office in the report was that
“pased on SPO’s review of 102 UH construction solicitations, UH’s Administra-
tive Procedures, and 14 post-award Site Visits, SPO finds that UH is conducting
construction procurements in a compliant, efficient and transparent manner.” In
the report, the state procurement office further set forth minimum recommenda-
tions for improvement and mentioned several university specific procedures as
“best-practices.”

The purpose of this Act is to reinstate and restore full authority to the
university president to act as the university’s chief procurement officer for all
procurement contracts under chapter 103D, Hawaii Revised Statutes.

SECTION 2. Section 103D-203, Hawaii Revised Statutes, is amended by
amending subsection (&) to read as follows:

“(a) The chief procurement officer for each of the following state entities
shall be:

(1) The judiciary—the administrative director of the courts;

(2) The senate—the president of the senate;
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The house of representatives—the speaker of the house of
representatives;

The office of Hawaiian affairs—the chairperson of the board;

The University of Hawaii—the president of the Un1vers1ty of
Hawaii; [provided-that-except-as-specified-in-seetion-304A-2672(2);

The department of education, excluding the Hawaii public library
system—the superintendent of education;

The Hawaii health systems corporation—the chief executive officer
of the Hawaii health systems corporation; and

The remaining departments of the executive branch of the State and
all governmental bodies administratively attached to them—the ad-
ministrator of the state procurement office of the department of
accounting and general services.”

SECTION 3. Section 304A-2672, Hawaii Revised Statutes, is amended
to read as follows:

“8§304A-2672 Powers of the board. Notwithstanding any law to the con-
trary, the board may:

Designate as a university project, any undertaking, improvement,
or facility on any one or more of the areas in one or more of the
educational institutions under the jurisdiction of the board;
Construct and maintain university projects, including a university

project included or to be in a university system; [provided-that-all

(D

@

G)

4

®)

(6)

3]
Combine two or more university projects into a university system
on one or more of the areas on any one or more of the educational
institutions under the jurisdiction of the board, and to maintain the
system;
Combine two or more university projects, university systems, or uni-
versity projects and university systems into a network, on any one or
more of the areas on any one or more of the educational institutions
under the jurisdiction of the board, and to maintain the network;
Prescribe and collect rents, fees, and charges for the use of or servic-
es furnished by any university project and the facilities thereof, and
pledge any appropriation to any university project and the facilities
thereof that in aggregate, produces revenue of the university at least
sufficient to comply with section 304A-2681;
With the approval of the governor, issue revenue bonds under this
subpart in such principal amount as may be authorized by the leg-
islature from time to time to finance in whole or in part the cost of
construction or the cost of maintenance of any university project,
including funding reserves therefor;
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(7) Pledge to the punctual payment of revenue bonds and interest
thereon, all or any part of the revenue of the university, inciuding
any appropriation, in an amount sufficient to pay the revenue bonds
and interest as the same become due and to create and maintain
reasonable reserves therefor;

(8) Establish a loan program or a commercial paper program upon
terms and conditions that the board may determine; and

(9) Advance moneys of the university, not otherwise required, and do
any and all other lawful acts as may be necessary, convenient, or de-
sirable, for carrying into execution and administering this subpart.”

SECTION 4. The University of Hawaii shall submit an annual report to
the legislature detailing a list of all capital improvement projects approved by the
board of regents prioritized by each campus no later than twenty days prior to
the convening of each regular session.

SECTION 5. Statutory material to be repealed is bracketed and stricken.

SECTION 6. This Act shall take effect upon its approval; provided
that on June 30, 2021, this Act shall be repealed and sections 103D-203(a) and
304A-2672, Hawaii Revised Statutes, shall be reenacted in the form in which they
read on the day prior to the effective date of this Act.

(Approved June 12, 2018.)

ACT 43 S.B. NO. 2298

A Bill for an Act Relating to Healthcare Preceptor Tax Credits.
Be It Enacted by the Legislature of the State of Hawaii:

SECTION 1. The legislature finds that demand for healthcare provid-
ers in Hawaii is growing because of an increase in population size, particularly
among the aged population; an improvement in access to care due to broader in-
surance coverage; and a higher prevalence of chronic diseases. At the same time,
there is a primary care provider shortage in Hawaii that will be exacerbated by
the projected retirements of current physicians and advanced practice registered
nurses. If nothing is done to address the gap between healthcare supply and
demand, patients will suffer from longer wait times to see providers and poorer
health outcomes. Even more so, the evolution of healthcare delivery means aca-
demic institutions across Hawaii face challenges in ensuring an adequate num-
ber of future healthcare professionals who are well-distributed by location and
by specialty and who are prepared to deliver primary, specialty, and behavioral
health care in rural, urban, and suburban settings across Hawaii. Thus, the leg-
islature acknowledges that in order to meet these growing healthcare demands,
the State must work with academic institutions and healthcare professionals to
ensure that there is an adequate and well-prepared healthcare workforce.

The legislature further finds that Hawaii high school students and resi-
dents are interested in pursuing careers in the healthcare service industry. How-
ever, in-state educational institutions are constrained by the lack of clinical
education sites in Hawaii and the limited supply of qualified primary and spe-
cialty care preceptors. The legislature recognizes that efforts are currently under-
way to address these clinical site limitations, including travel support from health
professional schools in Hawaii for students and residents who are incurring high
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costs for training away from their home island. With out-of-state training having
such a high cost, the State must consider expanding in-state healthcare provider
education capacity.

The legislature also finds that the development of new clinical precep-
tors and training sites is increasingly difficult. The cohort of preceptors consists
largely of volunteers who share the kuleana of educating the future healthcare
workforce. Yet, providers who offer such volunteer-based education assume this
responsibility above and beyond their regular patient-care responsibilities, sub-
jecting themselves to preceptor fatigue, especially in busy clinical settings. Devel-
oping sufficient clinical training opportunities in areas of high demand requires
a sufficient number of appropriately trained preceptors, but the limited availabil-
ity of preceptors restricts in-state healthcare academic institutions from expand-
ing healthcare provider training. Some states, including Maryland, Georgia, and
Colorado, have identified preceptor tax exemptions as a means to increase the
supply of health professional preceptors and trainees.

The purpose of this Act is to create a tax credit that encourages pre-
ceptors to offer professional instruction, training, and supervision to students
and residents seeking careers as primary care physicians and advanced practice
registered nurses throughout Hawaii, with the intention of building capacity for
clinical education at in-state academic programs that are nationally accredited
for the training of primary care physicians, advanced practice registered nurses,
and pharmacy professionals.

SECTION 2. Chapter 235, Hawaii Revised Statutes, is amended by add-
ing a new section to be appropriately designated and to read as follows:

“§235- Healthcare preceptor tax credit. (a) There shall be allowed to
each taxpayer subject to the tax imposed by this chapter, a healthcare preceptor
tax credit that shall be deductible from the taxpayer’s net income tax hability, if
any, imposed by this chapter for the taxable year in which the credit is properly
claimed.

(b) Theamount of the credit shall be equal to $1,000 for each volunteer-
based supervised clinical training rotation supervised by the taxpayer, up to a
maximum of $5,000 per taxable year, regardless of the number of volunteer-
based supervised clinical training rotations supervised by the taxpayer.

(¢c) The director of taxation:

(1) Shall prepare any forms that may be necessary to claim a tax credit

under this section;

(2) May require the taxpayer to furnish reasonable information to as-
certain the validity of the claim for the tax credit made under this
section; and

(3) May adopt rules pursuant to chapter 91 necessary to effectuate the
purposes of this section.

(d) The preceptor credit assurance committee, established under section

321- , shall:

(1) Maintain records of the names, addresses, and license numbers of
the taxpayers claiming the credit under this section;

(2) Certify the number of volunteer-based supervised clinical training
rotations each taxpayer conducted by:

(A) Verifying that the taxpayer meets the requirements to serve as
a preceptor;

(B) Verifying the number of hours the taxpayer spent supervising
an eligible student in each volunteer-based supervised clinical
training rotation;

138



ACT 43

(C) Verifying that the eligible student was enrolled in an academic

program in Hawaii; and

(D) Verifying that the taxpayer was uncompensated; and

(3) Certify the amount of the tax credit for each taxpayer for each tax-

able year and the cumulative amount of the tax credit.

Upon each determination, the preceptor credit assurance committee shall issue
a certificate to the taxpayer verifying the number of volunteer-based supervised
clinical training rotations supervised by the taxpayer, the credit amount certified
for the taxpayer for each taxable year, and the cumulative amount of tax credits
certified. The taxpayer shall file the certificate with the taxpayer’s tax return with
the department.

(e) If in any taxable year the annual amount of certified credits for all
taxpayers reaches $1,500,000 in the aggregate, the preceptor credit assurance
committee shall immediately discontinue certifying credits and notify the de-
partment of taxation. In no instance shall the preceptor credit assurance com-
mittee certify a total amount of credits exceeding $1,500,000 per taxable year. To
comply with this restriction, the preceptor credit assurance committee shall cer-
tify or deny credits in the order submitted for certification; provided that credits
shall not be submitted for certification prior to the supervised clinical training
rotation being performed.

If the tax credit under this section exceeds the taxpayer’s income tax
liability, the excess of the credit over liability may be used as a credit against the
taxpayer’s income tax liability in subsequent years until exhausted. All claims for
the tax credit under this section, including amended claims, shall be filed on or
before the end of the twelfth month following the close of the taxable year for
which the credits may be claimed. Failure to comply with the foregoing provision
shall constitute a waiver of the right to claim the credit.

(g) For the purposes of this section:

“Academic program” means an academic degree granting program or
graduate medical education program that:

(1) Holds either its principal accreditation or a physical location in

Hawaii; and

(2) Provides education to students, of whom more than fifty per cent

are residents of Hawaii.

“Advanced practice registered nurse student” means an individual partic-
ipating in a nationally accredited academic program that is for the education of
advanced practice registered nurses and recognized by the state board of nursing
pursuant to chapter 457.

“Eligible professional degree or training certificate” means a degree or
certificate that fulfills a requirement to be a physician or osteopathic physician,
pursuant to chapter 453, an advanced practice registered nurse, pursuant to
chapter 457, or a pharmacist, pursuant to chapter 461.

“Eligible student” means an advanced practice registered nurse student,
medical student, or pharmacy student who is enrolled in an academic program.

“Medical student” means an individual participating in a nationally ac-
credited academic program leading to the medical doctor or doctor of osteop-
athy degree. “Medical student” includes graduates from nationally accredited
academic programs who have continued their training, in the role of resident
or fellow, to obtain the additional qualifications needed for medical licensure,
pursuant to chapter 453, or specialty certification.

“Natjonally accredited” means holding an institutional accreditation by
name to offer post-secondary medical primary care education. Accreditation for
medical students shall be offered by the Liaison Committee on Medical Educa-
tion or American Osteopathic Association Commission on Osteopathic College
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Accreditation. Accreditation for advanced practice registered nurse students
shall be offered by the Commission on Collegiate Nursing Education.

“Pharmacy student” means an individual participating in an academic
program that is nationally accredited for the training of individuals to become
registered pharmacists pursuant to chapter 461.

“Preceptor” means a physician or osteopathic physician, licensed pursu-
ant to chapter 453, an advanced practice registered nurse, licensed pursuant to
chapter 457, or a pharmacist, licensed pursuant to chapter 461, who is a resident
of Hawaii and who maintains a professional primary care practice in this State.

“Primary care” means the principal point of continuing care for patients
provided by a healthcare provider, including health promotion, disease preven-
tion, health maintenance, counseling, patient education, diagnosis and treat-
ment of acute and chronic illnesses, and coordination of other specialist care
that the patient may need.

“Volunteer-based supervised clinical training rotation” means an uncom-
pensated period of supervised clinical training of an eligible student that totals
at least eighty hours of supervisory time annually, in which a preceptor pro-
vides personalized instruction, training, and supervision to an eligible student
to enable the eligible student to obtain an eligible professional degree or training
certificate.”

SECTION 3. Chapter 321, Hawaii Revised Statutes, is amended by add-
ing a new section to be appropriately designated and to read as follows:

“§321- Preceptor credit assurance committee. (a) There is established
the preceptor credit assurance committee within the department of health. The
committee shall develop and implement a plan for certifying healthcare precep-
tor tax credits under section 235- | including:

(1) Developing a process ensuring that requests for credit certification
are reviewed and verifications are processed no later than thirty days
following the close of each calendar year;

(2) Developing the documentation process for the committee to certify
a preceptor for the tax credit; provided that the documentation to be
collected shall include:

(A) The preceptor’s name, address, place of practice, and Hawaii
provider license number;

(B) Dates and hours of volunteer-based supervised clinical train-
ing rotation per eligible student;

(C) Attestation that the preceptor is uncompensated for the volunteer-
based supervised clinical training rotation; and

(D) Other information deemed necessary by the committee.

(b) The committee shall be composed of representatives of:

(1) The Hawaii/Pacific basin area health education center;

(2) The center for nursing; and

(3) Academic programs with eligible students.

(¢) Members of the committee shall be immune from civil liability for
any official act, decision, or omission performed for the purpose for which the
committee was established, except for any acts, decisions, or omissions that con-
stitute gross negligence or wilful misconduct.

(d) The proceedings of the committee shall not be subject to part I of
chapter 92.

(¢) As used in this section, “academic program”, “eligible student™,
“preceptor”, and “volunteer-based supervised clinical training rotation” shall
have the same meanings as in section 235- .”
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SECTION 4. The department of health shall evaluate the efficacy of the
healthcare preceptor tax credit established by this Act and submit a report to the
legislature no later than June 30, 2024, which shall include the department’s find-
ings and a recommendation of whether the tax credit should be retained without
modification, amended, or repealed.

SECTION 5. New statutory material is underscored.!

SECTION 6. This Act shall take effect upon its approval; provided that
section 2 shall apply to taxable years beginning after December 31, 2018.

(Approved June 13, 2018.)

Note

1. Edited pursuant to HRS §23G-16.5.

ACT 44 S.B. NO. 2653

A Bill for an Act Relating to Chapter 453, Hawaii Revised Statutes.
Be It Enacted by the Legislature of the State of Hawaii:

SECTION 1. The legislature finds that one of the goals of medical li-
censure should be to establish access to quality medical care and overcome geo-
graphic barriers.

The legislature further finds that additional barriers such as availability
and access may exist which can impede licensure in Hawaii of qualified physi-
cians, surgeons, and osteopathic physicians. The legislature additionally finds
that licensure by endorsement will provide an expedited and efficient process for
a qualified physician, surgeon, or osteopathic physician to become licensed and
provide quality medical care in Hawaii.

Accordingly, the purpose of this Act is to establish requirements for the
licensure by endorsement of physicians, surgeons, and osteopathic physicians to
practice in Hawaii.

SECTION 2. Chapter 453, Hawaii Revised Statutes, is amended by add-
ing a new section to be appropriately designated and to read as follows:

“8§453- Licensure by endorsement. (2) The board may issue a license
by endorsement to a physician, surgeon, or osteopathic physician if:
(1) The applicant:
(A) Files an application and pays fees as prescribed by the board,;
(B) Holds a current, unencumbered, active license in a jurisdiction
that requires qualifications substantially equivalent to or great-
er than the qualifications for licensure in this State as specified
in section 453-4; and
(C) Submits proof satisfactory to the board that the applicant has
actively practiced medicine in another jurisdiction for at least
two of the immediate preceding five years; and
(2) The board determines that no disciplinary action has been taken
by any medical licensing authority and the applicant has not been
the subject of adverse judgments or settlements resulting from the
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practice of medicine that the board determines constitute evidence
of a pattern of negligence or incompetence.

(b) The board may require an applicant seeking licensure by en-
dorsement to take and pass the Special Purpose Examination (SPEX) or the
Comprehensive Osteopathic Medical Variable-Purpose Examination — USA
(COMVEX-USA) to assist the board in determining the applicant’s ability to
safely and competently engage in the practice of medicine.”

SECTION 3. The department of commerce and consumer affairs may
employ necessary personnel without regard to chapter 76, Hawaii Revised
Statutes, to assist with the implementation and continuing functions of this Act.

SECTION 4. There is appropriated out of the compliance resolution
fund established pursuant to section 26-9(0), Hawaii Revised Statutes, the sum
of $104,000 or so much thereof as may be necessary for fiscal year 2018-2019 for
purposes of implementing this Act.

The sum appropriated shall be expended by the department of commerce
and consumer affairs for the purposes of this Act.

SECTION 5. New statutory material is underscored.!

SECTION 6. This Act shall take effect on July 1, 2018; provided that
section 2 shall take effect on December 31, 2018.

(Approved June 13, 2018.)

Note

1. Edited pursuant to HRS §23G-16.5.

ACT 45 S.B. NO. 3095

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

SECTION 1. Chapter 149A, Hawaii Revised Statutes, is amended by
adding a new part to be appropriately designated and to read as follows:

“PART . Pesticide Reporting and Regulation Program

§149A-A  Definitions. As used in this part:

“Normal school hours” means Monday through Friday from 7:00 a.m.
until 4:00 p.m., excluding days when classes are not in session.

“School” means any public or private preschool, kindergarten, elemen-
tary, intermediate, middle, secondary, or high school.

§149A-B Post-application reporting of pesticide use. (a) Beginning Janu-
ary 1, 2019, every user of restricted use pesticides shall be subject to the require-
ment to submit to the department, for departmental use, an annual report of all
use of restricted use pesticides as provided in this section.

(b) No later than thirty days following the end of each calendar year,
every entity that uses restricted use pesticides shall provide to the department a
report of all restricted use pesticides used during the preceding calendar year.

142



ACT 45

() The department shall adopt rules pursuant to chapter 91 requiring

that the annual reports include the following information:

(1) Alisting, by federal and state registrations or permit numbers, com-
mercial product names, and active ingredients, of all restricted use
pesticides used;

(2) The total quantities used for each restricted use pesticide;

(3) A general description of the geographic location, including, at a
minimum, the tax map key number, at which the restricted use pes-
ticides were used; and

(4) The date on which the restricted use pesticide application occurred.

§149A-C Public reports; contents. The department shall produce a sum-
mary, for public disclosure, by county, that includes:
The total quantities used, by federal and state registrations or per-
mit numbers, commercial product names, and active ingredients, for
each restricted use pesticide used; and
(2) The amount of area in the county in which the restricted use appli-
cation occurred.

§149A-D Buffer zones. Beginning January 1, 2019, no person shall ap-
ply a restricted use pesticide on or within one hundred feet of a school property
during normal school hours; provided that this section shall not apply to whole
structure fumigation; provided further that if this section is determined to con-
flict with any pesticide application information listed on the pesticide label, the
more restrictive provision shall apply.

§149A-FE  Rules. The department shall adopt rules pursuant to chapter
91 to implement this part.”

SECTION 2. Section 149A-13.5, Hawaii Revised Statutes, is amended
as follows:

1. By amending subsections (a) and (b) to read:

“(a) There is established within the treasury of the State, a pesticide use
revolving fund. The fund shall be administered by the department for the pur-
poses of this section. The fund shall consist of:

(1) Licensing and registration fees and charges collected by the depart-

ment under section 149A-13(b);

(2) Al fees collected by the department through the collection of train-

ing fees in accordance with subsection (c); [ard]

(3) Funds appropriated for the pesticide subsidy program established

under Act 105, Session Laws of Hawaii 2014[:}; and

(4) All penalties and fines collected by the department under section

149A-4].
(b) Moneys in the pesticide use revolving fund shall be expended by the
department [te]:

(1) To support the pesticide program’s registration and licensing, certi-
fication and education, and compliance monitoring activities[—Fhe

To establish pesticide training workshops[;] and educational pro-
grams[rdevelopmentof];

To develop integrated pest management strategies, the pesticide sub-
sidy program created under Act 105, Session Laws of Hawaii 2014,
and other services for pesticide users such as the agricultural pest

BB
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control industry, the structural pest control industry, and consumer
users of pesticides, which provide pesticide instruction in areas in-
cluding but not limited to the collection, disposal, and recycling of
pesticide containers; and
(4) For all other pesticide services deemed necessary by the department.
Moneys from the revolving fund may be used for personnel, services, ma-
terials, and equipment for the purposes of this section[;-provided—that-theuse

tieides-branch].

Moneys expended by the department from the pesticide use revolving
fund for training workshops, educational programs, and other services for the
agricultural pest control industry, the structural pest control industry, and con-
sumer groups shall be expended in a manner that appropriately addresses the
needs of each category of pesticide user.”

2. By amending subsection.(¢) to read:

“(e) All unobligated, unencumbered, or unexpended funds remaining
in the fund in excess of [$256;000] $1,000,000 at the close of each fiscal year shall
lapse to the state general fund.”

SECTION 3. Section 149A-31, Hawaii Revised Statutes, is amended to
read as follows: :

“§149A-31 Prohibited acts. No person shall:
(1) Use any pesticide in a manner inconsistent with its label, except that
it shall not be unlawful to:

(A) Apply a pesticide at any dosage, concentration, or frequency
less than that specified on the label or labeling; provided that
the efficacy of the pesticide is maintained [and-furthes]; pro-
vided further that[;] when a pesticide is applied by a commer-
cial applicator, the deviation from the label recommendations
freust] shall be with the consent of the purchaser of the pesti-
cide application services;

(B) Apply a pesticide against any target pest not specified in the
labeling if the application is to a crop, animal, or site specified
on the label or labeling; provided that the label or labeling does
not specifically prohibit the use on pests other than those listed
on the label or labeling;

(C) Employ any method of application not prohibited by the
labeling;

(D) Mix a pesticide or pesticides with a fertilizer when [sueh] the
mixture is not prohibited by the label or labeling; or

(E) Use in a manner determined by rule not to be an unlawful act;

(2) Use, store, transport, or discard any pesticide or pesticide container
in any manner [whiech] that would have unreasonable adverse effects
on the environment;

(3) Use or apply restricted use pesticides unless the person is a certified
pesticide applicator or under the direct supervision of a certified
pesticide applicator with a valid certificate issued pursuant to rules

-adopted under section 149A-33(1); provided that it shall be prohib-

ited to use or apply a restricted use pesticide for structural pest con-

trol uses for a fee or trading of services, unless the user or applicator
is a pest control operator or is employed by a pest control operator

licensed under chapter 4607,
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(4) Use or apply pesticides in any manner that has been suspended, can-
celed, or restricted pursuant to section 149A-32.5;

(5) Falsify any record or report required to be made or maintained by
rules adopted pursuant to this chapter; [e#]

(6) Fill with water, through a hose, pipe, or other similar transmission
system, any tank, implement, apparatus, or equipment used to dis-
perse pesticides, unless the tank, implement, apparatus, equipment,
hose, pipe, or other similar transmission system is equipped with an
air gap or a reduced-pressure principle backflow device meeting the
requirements under section 340E-2 and the rules adopted thereun-
der[:]; or

{7) Beginning January 1, 2019, use or apply any pesticide containing
chlorpyrifos as an active ingredient; provided that:

(A) The department shall grant to any person, upon request, a
temporary permit authorizing the person, until December 31,
2022, to use or apply a pesticide containing chlorpyrifos as an
active ingredient; and

(B) Any person who violates this paragraph shall be subject to a
penalty pursuant to section 149A-41.”

SECTION 4. No later than July 1, 2019, the department of agriculture
shall develop a pesticide drift monitoring study to evaluate pesticide drift at three
schools within the State. The department of agriculture shall submit a report of
its findings and recommendations to the legislature no later than twenty days
prior to the convening of the regular session of 2020.

SECTION 5. There is appropriated out of the general revenues of the
State of Hawaii the sum of $300,000 or so much thereof as may be necessary
for fiscal year 2018-2019 for the pesticide drift monitoring study to be developed
pursuant to section 4 of this Act.

The sum appropriated shall be expended by the department of agricul-
ture for the purposes of this Act.

SECTION 6. There is appropriated out of the general revenues of the
State of Hawaii the sum of $105,648 or so much thereof as may be necessary for
fiscal year 2018-2019 to be expended for the purposes of this Act, including for
the establishment of two full-time equivalent (2.0 FTE) positions in the depart-
ment of agriculture.

The sum appropriated shall be expended by the department of agricul-
ture for the purposes of this Act.

SECTION 7. There is appropriated out of the general revenues of the
State of Hawaii the sum of $300,000 or so much thereof as may be necessary for
fiscal year 2018-2019 for outreach and education to effectuate this Act.

The sum appropriated shall be expended by the department of agricul-
ture for the purposes of this Act.

SECTION 8. This Act does not affect rights and duties that matured,
penalties that were incurred, and proceedings that were begun before its effective
date.

SECTION 9. If any provision of this Act, or the application thereof to
any person or circumstance, is held invalid, the invalidity does not affect other
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provisions or applications of the Act that can be given effect without the invalid
provision or application, and to this end the provisions of this Act are severable.

SECTION 10. In codifying the new sections added by section 1 of this
Act, the revisor of statutes shall substitute appropriate section numbers for the
letters used in designating the new sections in this Act. y

SECTION 11. Statutory material to be repealed is bracketed and strick-
en. New statutory material is underscored.

SECTION 12. This Act shall take effect on July 1, 2018.
(Approved June 13, 2018.)

ACT 46 H.B. NO. 2596

A Bill for an Act Relating to the Uniform Certificate of Title for Vessels Act.
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 CERTIFICATE OF TITLE FOR VESSELS ACT

§ -1 Short title. This chapter may be cited as the Uniform Certificate
of Title for Vessels Act.

§ -2 Definitions. (a) As used in this chapter, unless the context oth-
erwise requires:

“Barge” means a vessel that is not self propelled or fitted for propulsion
by sail, paddle, oar, or similar device.

“Builder’s certificate” means a certificate of the facts of build of a vessel
described in title 46 Code of Federal Regulations section 67.99, as amended.

“Buyer” means a person that buys or contracts to buy a vessel.

“Cancel”, with respect to a certificate of title, means to make the certifi-
cate ineffective.

“Certificate of origin” means a record created by a manufacturer or im-
porter as the manufacturer’s or importer’s proof of identity of a vessel. “Certifi-
cate of origin” includes a manufacturer’s certificate or statement of origin and
an importer’s certificate or statement of origin. “Certificate of origin” does not
include a builder’s certificate.

“Certificate of title” means a record, created by the department under
this chapter or by a governmental agency of another jurisdiction under the law
of that jurisdiction, that is designated as a certificate of title by the department
or agency and is evidence of ownership of a vessel.

“Dealer” means a person, including a manufacturer, in the business of
selling vessels.

“Department” means the department of land and natural resources.

“Documented vessel” means a vessel covered by a certificate of documen-
tation issued pursuant to title 46 United States Code section 12105, as amended.
“Documented vessel” does not include a foreign documented vessel.
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“Electronic” means relating to technology having electrical, digital, mag-
netic, wireless, optical, electromagnetic, or similar capabilities.

“Electronic certificate of title” means a certificate of title consisting of
information that is stored solely in an electronic medium and is retrievable in
perceivable form. ' .

“Foreign documented vessel” means a vessel the ownership of which is
recorded in a registry maintained by a country other than the United States that
identifies each person that has an ownership interest in a vessel and includes a
unique alphanumeric designation for the vessel.

“Good faith” means honesty in fact and the observance of reasonable
commercial standards of fair dealing.

“Hull damaged” means compromised with respect to the integrity of
a vessel’s hull by a collision, allision, lightning strike, fire, explosion, running
aground, or similar occurrence, or the sinking of a vessel in a manner that cre-
ates a significant risk to the integrity of the vessel’s hull.

“Hull identification number” means the alphanumeric designation as-
signed to a vessel pursuant to title 33 Code of Federal Regulations part 181, as
amended. '

“Lien creditor”, with respect to a vessel, means:

(1) A creditor that has acquired a lien on the vessel by attachment, levy,

or the like;

(2) An assignee for benefit of creditors from the time of assignment;

(3) A trustee in bankruptcy from the date of the filing of the petition;

or

(4) A receiver in equity from the time of appointment.

“Owner” means a person that has legal title to a vessel.

“Owner of record” means the owner indicated in the department’s files
or, if the files indicate more than one owner, the owner indicated first.

“Person” means an individual; corporation; business trust; estate; trust;
statutory trust; partnership; limited liability company; association; joint venture;
public corporation; government or governmental subdivision, agency, or instru-
mentality; or any other legal or commercial entity.

“Purchase” means to take by sale, lease, mortgage, pledge, consensual
lien, security interest, gift, or any other voluntary transaction that creates an
interest in a vessel.

“Purchaser” means a person that takes by purchase.

“Record” means information that is inscribed on a tangible medium or
that is stored in an electronic or other medium and is retrievable in perceivable
form.

“Secured party”, with respect to a vessel, means a person:

(1) In whose favor a security interest is created or provided for under a
security agreement, regardless of whether any obligation to be se-
cured is outstanding;

(2) That is a consignor under article 9 of chapter 490; or

(3) That holds a security interest arising under section 490:2-401,
490:2-505, 490:2-711(3), or 490:2A-508(e).

“Secured party of record” means the secured party whose name is indi-
cated as the name of the secured party in the department’s files or, if the files
indicate more than one secured party, the name indicated first.

“Security interest” means an interest in a vessel that secures payment or
performance of an obligation if the interest is created by contract or arises under
section 490:2-401, 490:2-505, 490:2-711(3), or 490:2A-508(e). “Security interest”
includes any interest of a consignor in a vessel in a transaction that is subject to
article 9 of chapter 490. “Security interest” does not include the special property
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interest of a buyer of a vessel on identification of that vessel to a contract for
sale under section 490:2-501, but a buyer also may acquire a security interest by
complying with article 9 of chapter 490. Except as otherwise provided in sec-
tion 490:2-505, the right of a seller or lessor of a vessel under article 2 or 2A of
chapter 490 to retain or acquire possession of the vessel is not a security inter-
est, but a seller or lessor also may acquire a security interest by complying with
article 9 of chapter 490. The retention or reservation of title by a seller of a ves-
sel notwithstanding shipment or delivery to the buyer under section 490:2-401
is limited in effect to a reservation of a security interest. Whether a transaction
in the form of a lease creates a security interest shall be determined by section
490:1-203.

“Sign” means, with present intent to authenticate or adopt a record, to:

(1) Make or adopt a tangible symbol; or ‘

(2) Attach to or logically associate with the record an electronic sym-
bol, sound, or process.

“State” means a state of the United States, the District of Columbia,
Puerto Rico, the United States Virgin Islands, or any territory or insular posses-
sion subject to the jurisdiction of the United States.

“State of principal use” means the state on whose waters a vessel is or will
be used, operated, navigated, or employed more than on the waters of any other
state during a calendar year.

“Title brand” means a designation of previous damage, use, or condition
that shall be indicated on a certificate of title.

“Transfer of ownership” means a voluntary or involuntary conveyance
of an interest in a vessel.

“Vessel” means any watercraft used or capable of being used as a means
of transportation on water, except:

(I) Anamphibious vehicle for which a certificate of title is issued pursu-

ant to part III of chapter 286 or a similar statute of another state; °

(2) A watercraft less than eight feet in length and propelled solely by
sail, paddle, oar, or an engine of less than ten horsepower;

(3) A watercraft that operates only on a permanently fixed, manufac-
tured course and the movement of which is restricted to or guided
by means of a mechanical device to which the watercraft is attached
or by which the watercraft is controlled;

(4) A stationary floating structure that:

(A) Does not have and is not designed to have a mode of propul-
sion of its own;

(B) Is dependent for utilities upon a continuous utility hookup to
a source originating on shore; and

(C) Has a permanent, continuous hookup to a shoreside sewage
system;

(5) A watercraft owned by the United States; a state; a foreign govern-
ment; or a political subdivision of the United States, a state, or a
foreign government; and

(6) A watercraft used solely as a lifeboat on another watercraft.

“Vessel number” means the alphanumeric designation for a vessel issued
pursuant to title 46 United States Code section 12301, as amended.

“Written certificate of title” means a certificate of title consisting of in-
formation inscribed on a tangible medium.

(b) The following definitions and terms also apply to this chapter:

“Agreement”, as distinguished from “contract”, means the bargain of the
parties in fact, as found in their language or inferred from other circumstances,
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including course of performance, course of dealing, or usage of trade as pro-
vided in section 490:1-303.

“Buyer in ordinary course of business” means a person that buys goods
in good faith, without knowledge that the sale violates the rights of another per-
son in the goods, and in the ordinary course from a person, other than a pawn-
broker, in the business of selling goods of that kind. A person buys goods in the
ordinary course if the sale to the person comports with the usual or customary
practices in the kind of business in which the seller is engaged or with the seller’s
own usual or customary practices. A person that sells o1l, gas, or other minerals
at the wellhead or minehead is a person in the business of selling goods of that
kind. A buyer in ordinary course of business may buy for cash, by exchange of
other property, or on secured or unsecured credit, and may acquire goods or
documents of title under a preexisting contract for sale. Only a buyer that takes
possession of the goods or has a right to recover the goods from the seller under
article 2 may be a buyer in ordinary course of business. “Buyer in the ordinary
course of business” does not include a person that acquires goods in a transfer in
bulk or as security for or in total or partial satisfaction of a money debt.

“Consumer goods” means goods that are used or bought for use primar-
ily for personal, family, or household purposes.

“Debtor” means:

(1) A person having an interest, other than a security interest or other

lien, in the collateral, whether or not the person is an obligor;

(2) A seller of accounts, chattel paper, payment intangibles, or promis-
sory notes; or

(3) A consignee.

“Knowledge” means actual knowledge.

“Lease” means a transfer of the right to possession and use of goods for
a term in return for consideration, but a sale, including a sale on approval or a
sale or return, or retention or creation of a security interest is not a lease. Unless
the context clearly indicates otherwise, the term includes a sublease.

“Lessor” means a person who transfers the right to possession and use
of goods under a lease. Unless the context clearly indicates otherwise, the term
includes a sublessor.

“Notice” shall have the same meaning as in section 490:1-202.

“Sale” shall have the same meaning as in section 490:2-106(1).

“Security agreement” means an agreement that creates or provides for a
security interest.

“Seller” means a person who sells or contracts to sell goods.

“Send” in connection with a writing, record, or notice means:

(1) To deposit in the mail or deliver for transmission by any other usual
means of communication with postage or cost of transmission pro-
vided for and properly addressed and, in the case of an instrument,
to an address specified thereon or otherwise agreed, or if there be
none to any address reasonable under the circumstances; or

(2) In any other way to cause to be received any record or notice within
the time it would have arrived if properly sent.

“Value” shall have the same meaning as in section 490:1-204.

() The definitions in subsections (a) and (b) shall not apply to any state

or federal law governing licensing, numbering, or registration if the same term is
used in that law.

§ -3 Applicability. Subject to section -28, this chapter applies
to any transaction, certificate of title, or record relating to a vessel, even if the
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transaction, certificate of title, or record was entered into or created before the
effective date of this chapter.

§ -4 Supplemental principles of law and equity. Unless displaced by
any provision of this chapter, the principles of law and equity shall supplement
* the provisions of this chapter.

§ -5 Law governing vessel covered by certificate of title. (a) The local
law of the jurisdiction under whose certificate of title a vessel is covered governs
all issues relating to the certificate from the time the vessel becomes covered by
the certificate until the vessel becomes covered by another certificate or becomes
a documented vessel, even if no other relationship exists between the jurisdiction
and the vessel or its owner.

(b) A vessel becomes covered by a certificate of title when an applica-
tion for the certificate and the applicable fee are delivered to the department in
accordance with this chapter or to the governmental agency that creates a certifi-
cate in another jurisdiction in accordance with the law of that jurisdiction.

§ -6 Certificate of title required. (a) Beginning July 1, 2018, and ex-
cept as otherwise provided in subsections (¢) and (d):

(1) The owner of a vessel that does not have a valid certificate of num-
ber pursuant to section 200-31 or a valid certificate of title pursuant
to this chapter shall comply with subsection (b); and

(2) The owner of a vessel that has a valid certificate of number pursu-
ant to section 200-31, but does not have a valid certificate of title
pursuant to this chapter, may comply with subsection (b) before
the expiration date of the vessel’s certificate of number and shall
comply with subsection (b) after the expiration date of the vessel’s
certificate of number.

(b) The owner of a vessel for which this State is the state of principal
use shall deliver to the department an application for a certificate of title for the
vessel, with the applicable fee, no later than twenty days after the later of:

(1) The date of a transfer of ownership; or

(2) The date this State becomes the state of principal use.

() An application for a certificate of title is not required for:

(1) A documented vessel;

(2) A foreign documented vessel;

(3) A barge;

(4) A vessel before delivery if the vessel is under construction or com-
pleted pursuant to contract; or

(5) A vessel held by a dealer for sale or lease.

d) The department shall not issue, transfer, or renew a certificate of
title for a vessel issued pursuant to the requirements of title 46 United States
Code section 12301, as amended, unless the department has created a certificate
of title for the vessel or an application for a certificate for the vessel and the ap-
plicable fee has been delivered to the department.

§ -7 Application for certificate of title. (a) Except as otherwise pro-
vided in sections -10, -15, -19, -20, -21, and -22, only an
owner may apply for a certificate of title.

(b) An application for a certificate of title shall be signed by the appli-
cant and contain:
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The applicant’s name, date of birth, driver’s license or civil identi-
fication number, the street address of the applicant’s principal resi-
dence, and, if different, the applicant’s mailing address;

The name and mailing address of each other owner of the vessel;

The hull identification number for the vessel or, if none, an applica-

tion for the issuance of a hull identification number for the vessel;

The vessel number for the vessel or, if none is issued by the depart-

ment, an application for a vessel number;

A description of the vessel as required by the department, which

shall include:

(A) The official number for the vessel, if any, assigned by the
United States Coast Guard or the vessel registration number
assigned by department;

(B) The name of the manufacturer, builder, or maker;

(C) The model year or the year in which the manufacture or build
of the vessel was completed;

(D) The overall length of the vessel;

(E) The vessel type;

(F) The hull material;

(G) The propulsion type;

(H) The engine drive type, if any; and

(I) The fuel type, if any;

An indication of all security interests in the vessel known to the ap-

plicant and the name and mailing address of each secured party;

A statement that the vessel is not a documented vessel, a foreign

documented vessel, or a barge;

Any title brand known to the applicant and, if known, the jurisdic-

tion under whose law the title brand was created;

If the applicant knows that the vessel is hull damaged, a statement

that the vessel is hull damaged;

If the application is made in connection with a transfer of owner-

ship, the transferor’s name; street address and, if different, mailing

address; the sales price, if any; and the date of the transfer; and

If the vessel previously was registered or titled in another jurisdic-

tion, a statement identifying each jurisdiction known to the appli-

cant in which the vessel was registered or titled.

In addition to the information required by subsection (b), an appli-

cation for a certificate of title may contain an electronic communication address
of the owner, transferor, or secured party.

(d) Except as otherwise provided in section -19, -20, 221,
or  -22, an application for a certificate of title shall be accompanied by:

ey

@

A certificate of title signed by the owner shown on the certificate

and that:

(A) Identifies the applicant as the owner of the vessel; or

(B) Is accompanied by a record that identifies the applicant as the
owner; or

If there is no certificate of title:

(A) If the vessel was a documented vessel, a record issued by the
United States Coast Guard that shows the vessel is no longer a
documented vessel and identifies the applicant as the owner;

(B) 1If the vessel was a foreign documented vessel, a record issued
by the foreign country that shows the vessel is no longer a
foreign documented vessel and identifies the applicant as the
owner; or
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(C) In all other cases, a certificate of origin, bill of sale, or other
record that identifies the applicant as the owner to the satisfac-
tion of the department.

The application shall also be accompanied by payment of any applicable titling
fees, as set by the department.

() A record submitted in connection with an application shall be
deemed part of the application. The department shall maintain the record in its
files.

(f) The department may require that an application for a certificate of
title be accompanied by payment or evidence of payment of all fees and taxes
payable by the applicant under the law of this State other than this chapter in
connection with the application or the acquisition or use of the vessel.

§ -8 Creation and cancellation of certificate of title. (a) Unless an ap-
plication for a certificate of title is rejected under subsection (c) or (d), the de-
partment shall create a certificate for the vessel in accordance with subsection (b)
no later than sixty days after delivery to it of an application that complies with
section  -7.

(b) If the department creates electronic certificates of title, the depart-
ment shall create an electronic certificate unless in the application the secured
party of record or, if none, the owner of record, requests that the department
create a written certificate.

() Except as otherwise provided in subsection (d), the department may
reject an application for a certificate of title only if:

The application does not comply with section ~ -7;

(2) The application does not contain documentation sufficient for the
department to determine whether the applicant is entitled to a
certificate;

(3) There is a reasonable basis for concluding that the application is
fraudulent or issuance of a certificate would facilitate a fraudulent
or illegal act; or

(4) The application does not comply with the law of this State other
than this chapter.

(d) The department shall reject an application for a certificate of title

for a vessel that is a documented vessel or a foreign documented vessel.

(¢) The department may cancel a certificate of title it created only if the
department:

(1) Could have rejected the application for the certificate pursuant to

subsection (c);

(2) Is required to cancel the certificate under another provision of this
chapter; or

(3) Receives satisfactory evidence that the vessel is a documented vessel
or a foreign documented vessel.

§ -9 Content of certificate of title. (a) A certificate of title shall

contain:

(1) The date the certificate was created;

(2) Thename of the owner of record and, if not all owners are listed, an
indication that there are additional owners indicated in the depart-
ment’s files;

(3) The mailing address of the owner of record;

(4) The hull identification number;

(5) The information regarding description of the vessel listed in sec-
tion  -7(b}(5);
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(6) Except as otherwise provided in section -15(b), the name and
mailing address of the secured party of record, if any, and if not all
secured parties are listed, an indication that there are other security
interests indicated in the department’s files; and

(7) Alltitle brands indicated in the department’s files covering the vessel,
including brands indicated on a certificate created by a governmen-
tal agency of another jurisdiction and delivered to the department.

(b) This chapter shall not preclude the department from noting on a
certificate of title the name and mailing address of a secured party that is not a
secured party of record.

(c) For each title brand indicated on a certificate of title, the certificate
shall identify the jurisdiction under whose law the title brand was created or the
jurisdiction that created the certificate on which the title brand was indicated. If
the meaning of a title brand is not easily ascertainable or cannot be accommo-
dated on the certificate, the certificate may state: “Previously branded in (insert
the jurisdiction under whose law the title brand was created or whose certificate
of title previously indicated the title brand)”.

(d) If the department’s files indicate that a vessel was previously regis-
tered or titled in a foreign country, the department shall indicate on the certifi-
cate of title that the vessel was registered or titled in that country.

(e) A written certificate of title shall contain a form that all owners
indicated on the certificate may sign to evidence consent to a transfer of an
ownership interest to another person. The form shall include a certification,
signed under penalty of unsworn falsification to authorities, pursuant to sec-
tion 710-1063, that the statements made are true and correct to the best of each
owner’s knowledge, information, and belief.

(f) A written certificate of title shall contain a form for the owner of
record to indicate, in connection with a transfer of an ownership interest, that
the vessel is hull damaged.

§ -10 Title brand. (a) Unless subsection (c) applies, at or before the
time the owner of record transfers an ownership interest in a hull-damaged ves-
sel that is covered by a certificate of title created by the department, if the dam-
age occurred while that person was an owner of the vessel and the person has
notice of the damage at the time of the transfer, the owner shall:
(1) Deliver to the department an application for a new certificate that
complies with section -7 and includes the title brand designation
“Hull Damaged”; or

(2) Indicate on the certificate in the place designated for that purpose
that the vessel is hull damaged and deliver the certificate to the
transferee.

(b) No later than twenty days after delivery to the department of the
application under subsection (a)(1) or the certificate of title under subsection
(2)(2), the department shall create a new certificate that indicates that the vessel
is branded “Hull Damaged”.

(c) Before an insurer transfers an ownership interest in a hull damaged
vessel that is covered by a certificate of title created by the department, the in-
surer shall deliver to the department an application for a new certificate that
complies with section -6 and includes the title brand designation “Hull Dam-
aged”. No later than twenty days after delivery of the application to the depart-
ment, the department shall create a new certificate that indicates that the vessel
is branded “Hull Damaged”.

(d) An owner of record that fails to comply with subsection (a), a per-
son that solicits or colludes in a failure by an owner of record to comply with
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subsection (a), or an insurer that fails to comply with subsection (c) shall be
subject to an administrative penalty of $1,000.

§ -11 Maintenance of and access to files. (a) For each record relating
to a certificate of title submitted to the department, the department shall:

(1) Ascertain or assign the hull identification number for the vessel;

(2) Maintain the hull identification number and all the information
submitted with the application pursuant to section -7(b) to
which the record relates, including the date and time the record was
delivered to the department;

(3) Maintain the files for public inspection subject to subsection (€);
and

(4) Index the department’s files as required by subsection (b).

(b) The department shall maintain in its files the information contained
in all certificates of title created under this chapter. The information in the de-
partment’s files shall be searchable by the hull identification number of the ves-
sel, the vessel number, the name of the owner of record, and any other method
used by the department.

(¢) The department shall maintain in its files, for each vessel for which
it has created a certificate of title, all title brands known to the department, the
name of each secured party known to the department, the name of each person
known to the department to be claiming an ownership interest, and all stolen-
property reports the department has received.

(d) Upon request, for safety, security, or law-enforcement purposes, the
department shall provide to federal, state, or local government the information
in its files relating to any vessel for which the department has issued a certificate
of title.

() The department shall allow public inspection of its files as provided
by chapter 92F; provided that the department shall not publicly disclose an indi-
vidual’s home address, home telephone number, date of birth, citizenship status,
or driver’s license or civil identification number, or the name of an applicant
whose application was not granted.

§ -12 Actionrequired on creation of certificate of title. (a) On creation
of a written certificate of title, the department shall promptly send the certificate
to the secured party of record or, if none, to the owner of record, at the address
indicated for that person in the department’s files. On creation of an electronic
certificate of title, the department shall promptly send a record evidencing the
certificate to the owner of record and, if there is one, to the secured party of
record, at the address indicated for that person in the department’s files. The
department may send the record to the person’s mailing address or, if indicated
in its files, an electronic mail address.

(b) If the department creates a written certificate of title, any electronic
certificate of title for the vessel is canceled and replaced by the written certificate.
The department shall maintain in its files the date and time of cancellation.

(c) Before the department creates an electronic certificate of title, any
written certificate for the vessel shall be surrendered to the department. If the
department creates