
E X E C U T I V E  C H A M B E R S  
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L I N D A  L lNGLE 
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June 27,2007 

The Honorable Colleen Manabusa, President 
and Members of the Senate 

Twenty-Fourth State Legislahue 
State Capitol, Room 409 
Honolulu, Hawaii 968 13 

Dear Madam President and Members of the Senate: 

This is to inform you that on June 27,2007, the following bill was signed into law: 

HI31231 HDl SD2 A BILL FOR AN ACT RELATING TO THE 
EMPLOYEES' RETIREMENT SYSTEM. 
(ACT 215) 

Sincerely, 



Approved by the Governor ;:4 t 
Off 

JUM 2 7 

HOUSE OF REPRESENTATIVES 
TWENTY-FOURTH LEGISLATURE, 2007 
STATE OF HAWAII 

ACT 2 1 5 
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A BILL FOR AN ACT 

RELATING TO TKE: ENP3r0YEES1 MTfREM3MT SYSTEIVL. 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF HAWAII: 

1 SECTlON 1. Chapter 88, Hawaii Revised Statutes, Is amended 

2 by adding to part I1 a new section to be appropriately 

3 designated and to read as follows: 

4 "188- Erroneous contributions from camrpensation of C!~%SS 

5 C marabarer contributions from ovsr~paid compensation. Reqular 

6 interest shall be credited to a claea C member on any deductions 

7 erroneously made from the compensation of the member and paid 

8 into the annuity savinqs fund. The interest shall continue 

9 until the earlier of: 

10 - (1) Refund of the deductions to the member; or 

I I - ( 2 )  Return of the deductions to the member's employer. 

12 The foregoing shall not require the payment of interest on 

13 deductions made from any amounts that exceed the compensation to 

14 which a member is entitled.n 

15 SECTION 2. Section 88-21, Hawaii Revised Statutes, is 

16 amended by amending the definition of "child or childrenn to 

17 read as followe: 

18 nwChild or children": 
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(If A natural child of a member; 

(21 A legally adopted child of a member; or 

(3) A E-1 stepchild of a member: 

(Af Wkilo lives with a member in a regular parent-child 

relationship; and 

1B1 For whom the member has become the child's legal 

guardian or has been awarded legal and physical 

custody of the child pursuant to a valid court 

order. 

SECTION 3. Section 88-29, Hawaii Revised Statutes, iis 

amended to xead as follows: 

" 4 8 8 - 2 9  Officers, runployees, legal adviser. The board [ef 

shall elect from its membership a chairperson, and by 

a majority vote of all its members, shall appoint an 

administrator and a chief investment offices who shall be exempt 

from chapter 76 and serve under and at the pleasure of the 

board. [F 1, 199.2, t-1 Effective July 1, 

2007,  the salaries of the administrator and chief investment 

officer shall be set by the b o a s d l d  

C) r ..., % I .  The boasd shall engage 

actuarial and other services as shall be required to transact 
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1 the busineas of the system. The compensation fox all services 

2 engaged by the board, and all other expenses of the board 

3 necessary for the operation of the system, shall be paid at 

4 rates and in amounts the board shall approve. 

5 The attorney general or an appointed representative may 

serve as legal adviser to the board 1-1 or the board 

1-1 may select its o m  legal ca~nsel.~ 

SECTION 4. Section 88-51, Hawaii Revised Statutes, is 

amended to read as follows: 

uSi38-51 Yembership service generally. flemberahig service 

includes : 

( 1 )  Service by an employee rendered since becoming a 

member ; 

( 2 )  Service rendered prior to becoming a member but[+] 

subsequent to: 

(Af l-1 January 1, 1926, by an employee 

of the State; or 

fB1 January 1, 1928, by an employee 

of any county; 

(3 )  Service as an employee of the federal government where 

the function carried on by the federal government has 

been transferred to the State or any county, or where 
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the employee  ha^ been transferred to the federal 

government and subsequently retransferred to the State 

or any county; 

f c r f  Service rendered by an employee in the office of the 

delegate to Congress from Hawaii, or service rendered 

by an employee in the office of a representative or a 

senator to Congress from the State; provided that: - 
(A) [&he] - The employee was a member of the system 

immediately preceding the time the employee 

rendesa I ~ l  - the service; 

fB) I-1 The employee reenters the service of the 

State ox county within one year after termination 

13 of [ w ~ k ~ l  - the service; and 

14 [Cf f%hel - The employee has; to the satisfaction of 

15 the board [ P I  , waived the employee s 

right to any credit under the Civil Service 

Retirement Act 15 U.S.C.A. f2&i%@-l Sections 8301 

to 83511, as amended, or the ~ederal Smployees 

Retirement System Act ( 5  U.S.C.A. Sections 8401 

to 8479), as amended, based upon [&I the 

service; 
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provided further that credit for fGW3hl this service 

2 shall hot exceed eight years; 

( S f  Service as an employee of the Hawaii territorial 

guard ; 

I61 Service while engaged in professional improvement 

pursuant to an approved leave of absence for [euekl 

that purpose, with or without pay; - 
(7) Service between the years 1941 and 1947 with federal 

defense agencies, where the employee was employed by 

the government before the wartime service, went into 

defense work at the direction of the employee's 

employer, and returned to government service at the 

end of the wartime service; provided that these 

circumstancei~ shall be verified by evidence 

satisfactory to the board € 7 1  ; 

( 8 )  Sewice, not exceeding four years, in the military 

service of the United States during the period 1941- 

1949 rendered by an employee who was employed by the 

~erritary or county prior to the employee's induction 

into the military and who subsequently. returned to 

employment of the Territory or county following the 

employee's discharge; 
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( 9 )  Service rendered prior to becoming a member as a full- 

time employee at the Leahi Hospital or Pahala 

Hospital, now known as f~a'u [C&BSZZ&I ~ospital, 

Pusuneae Hospital, Waimea gaspital, Waimea, Kauai, 

Haliimaile Dispensary, and Paia Hospital and Pioneer 

Mill Hospital; 

(1.0) Service rendered prior to becoming a member as a full- 

time sheriff or deputy sheriff in the office of the 

sheriff; 

(11) The period of time when a member was absent fxom work 

because of injuries incurred within the scope of the 

member's employment and who has received workersi 

compensation benefite prior to jtrly 1, 1967; 

(12) Service rendered as an employee of the legislature 

during any legislative session; 

(13) Service as a school cafeteria manager or worker if 

paid by the State regardless of the source of funds 

from which paid; provided that twelve monthsg service 

shall be credited for the time - the 

cafeteria manager or worker was working on a Izxke- 

m-wkhl nine-month, ten-month, or eleven-month schedule 

during a school year; and 
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f (14) Service rendered as a trustee of the office of 

2 Hawaiian affairs during the period of July 1, 1993, 

3 through June 30, 2002. 

4  embers ship service shall only be credited fur any period 

5 for which the meribex makes the [-l contributions to the 

systernC~1 if rewired by parts XI, VIX, and VIII of this 

chapter. 

SECTION 5 .  Section 88-59.5,  Hawaii Revised Statutes, fs 

amended by amending subsection (a1 to read as folXuws: 

*(a) m y  member who on July 1, 1991, was serving or 

previously served as an assistant clerk or assistant sergeant at 

arms of either house of the legislature and becomes eligible for 

retirement benefits as a class A membex as provided under 

sections 88-73 (a), X-I 88-74 fa) ( 3 1 ,  and 88-76 shall be 

entitled to full service credit as a class A member for any 

eligible service prior to July 1, 1991; provided that: 

(1) The member claims those years as membership service 

credit and purchases that membership service credit in 

accordance with section 88-59; and 

( a )  ~otwithstanding any other law to the contrary: 

{A] If the member was a class A member of the system 

and elected to become a class C member pursuant 
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to section 88-271, the member xepurchases all the 

years of service as a clase C member in 

accoxdance with the procedures under section 88- 

59 to regain standing as a contributory member; 

and 

( B l  class C! member shall be credited for service as 

an assistant clerk or assistant sergeant at arm 

under section 88-59 in a lump sum nonrefundable 

payment and receive retirement benefits as 

provided in this secti~n.~ 

SECTION 6. Section 88-62, Hawaii Revised Statutes, is 

amended by amending subsections (a) and Ib) to xead as follows: 

" ( a )  If a former member who has less than five years of 

credited service and who has been aut of service for a period of 

four full calendar years or more after the year in which the 

former member left service, or if a farmer member wfio withdrew 

the fomer member's accumulated contributions retuxns to 

service, the former member shall become a member in the same 

manner and under the sane conditions as anyone first entering 

=errvice; however, the former member may obtain membership 

service credit in the manner provided by applicable law for 

credited service that was forfeited by the member upon 
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termination of the member's previous membership. If the member 

did not withdraw the former member's accumulated contributions 

prior to the formex memberis return to service, the accumulated 

contributions ahall be returned to the member as part of the 

process of enrolling the member In the system if the member's 

accumulated contributions are $1,000 or less at: the time of 

distribution. If the accumulated contributions for the service 

the member had when the member previously terminated employment 

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

application, prior to or contemporaneously with the member's 

return to service, for return of the accumulated contributions, 

the member may not withdraw the member's accumulated 

contributions, except as provided by section 88-96 or 88-341, 

until the member retires or attains age aixty-two. The member 

shall not be entitled to service credit by reason of the 

systemis retention of the memberls & C C U M U ~ ~ ~ @ ~  contxibutions for 

the sexvice the member had when the member previously terminated 

employment. 

To be eligible for any benefit, the member shall fulfill 

the membership service requirements fox the benefit through 

membership service after again becoming a member, in addition to 

meeting any other eligibility requirement established for the 
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benefit; pxovided that the membership service requirement shall 

be exclvaive of any former service acquired in accordance with 

section 88-59 os any other section in [ W l  part[?-] 11, VII, or 

VIIX 

fb] If a former member with less than five years of 

credited service and who did not withdraw [?ELBI the Tomer 

rnemberta accumulated contributions returns to service within 

four full calendar years after the year in which [he] the former 

member left service, [he] the former membex shall again become a 

member in the same manner and under the same conditions as 

anyone first entering service, except that [&I the member shall 

be credited with service credit for the service I&] the member 

had when [kel the member terminated employment and [%I 

(I) If the member returns to service as a class A or class - 
B member, the memberls new and previous accumulated 

contributions shall be combinedkl ; or 

( 2 )  If the member returns to service after June 30, 2006, - 
as a class H member, section 88-3211b3 shall apply.R 

SECTIOH 7. Section 88-74, ~awaii ~evised Statutes, is 

amended to read a8 follows: 
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1 Aa988-74 AXLowance on service retirement;, - (a) Upon 

2 retirement from service, a member shall receive a maximum 

3 retirement allowance as follows: 

4 ( 1  If the member has attained age fifty-five, a 

5 retirement allowance of two per cent of the member's 

6 average final compensation multiplied by the total 

number of years of the member's credited service as a 

class A and F3 metnber, excluding any credited aervice 

as a judge, elective officer, or legislative officer, 

plus a retirement allowance of one and one-fourth per 

cent of the member's average final compensation 

multiplied by the total number of years of prior 

credited service as a class C member, plus a 

retirement allowance of two per cent of the member's 

average final compensation multiplied by the total 

number of years of prior credited service as a class H 

member; provided that: 

(A) After June 30, 1968, if the member has at least 

ten years of credited service of which the last 

five or more years prior to retixemerrt is 

2 1 credited service as a firefighter, police 

WB1291. SI32 LRB 07-3981.d~~ 
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officer, or an investigator of the department of 

the prosecuting attorney; 

f B f  After June 30, 1977, if the member has at least 

ten pars  of credited senrice of which the last 

five or more years prior to retirement is 

6 credited service as a corrections officer; 

(Cl After June 16, 1981, if the member has at least 

ten years of credited service of which the last 

five or more years prior to retirement is 

credited service as an investigator of the 

department of the attorney general; 

(D) After Jtzne 30, 1989, if the member has at least 

ten years of credited service of which the last 

five ox more years prior to retirement is 

credited service as a narcotics enforcement 

investigator; 

(El After Decembex 31, 3993, if the member bas at 

least ten years of cxedited service of which the 

last five ox more years prior to retirement is 

credited service as a water safety officer; 

fFf  After June 30, 1994, if the member has at least 

ten years of credited service, of which the last 
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five or more years prior to retirement are 

credited service as a public safety 

investigations staff investigator; 

IG) After June 30, 2002, if the member: 

fi) Has at least ten years of credited service 

as a firefighter; 

(ii) Is deemed permanently medically disqualified 

due to a service related disability to be a 

firefighter by the employer's physician; and 

(iiil Continues employment: in a class A or B 

position other than a firefighter; and 

( E f  After J'une 30, 2004, if the member: 

(I) Has at least ten years of credited service 

as a police officer; 

[ii) Ta deemed permanently medf cally dioqualif i ed 

due to a service related disability to be a 

police officer by the empSoyerfs physician; 

and 

(iii) Continues employment: in a class A or B 

position other than a police officer; 

then for each year of service as a firefighter, police 

officer, corrections officer, investigator of the 
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department of the prosecuting attorney, investigator 

of the department of the attorney general, narcotics 

enforcement investigator, water safety officer, or 

publie safety investigations staff investigator, the 

retirement allowance shall be two and one-half per 

cent of the membex's average final compensation. The 

maximum retirement allowance fox those members shall. 

not exceed eighty per cent of the menibervs average 

final compensation. Xf the member has not attained 

age fifty-five, the member's retirement allowance 

shall be computed as though the member had attained 

age fifty-five, seduced 1-5 f -ekx~+& 

4 - 7  7 
1-1 

c: t& 
V* " 

fi- 
V* , 

* - - .-..." 
V* , *, .#* 
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I for age as provided in subsection 

tb) ; - 
[ t 3 t I  (2) Tf the member has credited service as a judge, 

the member's retirement allowance s h a l l  be computed on 

the following basis: 

{A) For a member who has credited service as a judge 

before July 1, 1999, irrespective of age, fox 

each year of credited service as a judge, three 

and one-half per cent of the member's average 

final compensation in addition to an annuity that 

is the actuarial equivalent of the nc3mbergs 
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accumulated ccmtributions allocable to the period 

of fsttek] service; and 

(B] For a member who first earned credited service as 

a judge after June 30, 1999, for each year of 

credited service as a judge, three and one-half 

per cent of the member's average final 

compensation in addition to an annuity that is 

the actuarial equivalent of the member's 

accumulated contributions allocable to the period 

of [eueh] service. If the member has not 

attained age fifty-five, the membesis retirement 

allowance shall be computed as though the member 

had attained age fifty-five, reduced 1 h  

-5  
Y* 

for age as provided in subsection {b) ; 

17 or 

18 {C) For a judge with other credited service, as 

19 provided in [-I paragraph (11 faa&--W+l , 

20 Xf the member has not attained age fifty-five, 

2 1 the member's retirement allowance shall be 

22 computed as though the member had attained age 
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fifty- f ive, reduced I[ 

[I fox aqe as 

provided in subsection Ib); or 

(Dl For a judge with credited service as an elective 

officer or as a legislative officer, as pxovided 

in paragraph fSQt-;-I ( 3  1 . 
No allowance shall exceed seventy-five per cent of the 

member's average final compensation. If the allowance 

exceeds this limit, it shall be adjusted by reducing 

the annuity included in subparagraphs (A) and {B) and 

the portion of the accumulated contributions specified 

in the subparagraphs in excess of the  requirement^ of 

the reduced annuity shall be returned to the memberZTl 

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

designated beneficiary upon the member's death while 

in service or while on authorized leave without pay. 

The allowance for judges under this paragraph, 

together with the retirement allowance provided by the 

federal government for similar service, shall in no 

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

average final compensation; or 
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1 ff4f.l - ( 3 )  If the member has credited service as an elective 

2 officer or as a legislative officer, the member's 

retirement allowance shall be derived by adding the 

allowances computed separately under subparagraphs 

tAf , (3) , (Cl , and (D) as follows: 

(A) Irrespective of age, for each year of credited 

service as an elective officer, three and one- 

half pex cent of the member's average final 

compensation as contputed under section 88- 

8 2 ( e I  (11, in addition to an annuity that is the 

actuarial equivalent of the member's accumulated 

contributions allocable to the period of service; 

and 

(3) Irrespective of age, for each year of credited 

service as a legislative officer, three and one- 

half per cent of the me&erts average final 

compensation as computed under ~ection £38- 

81(ei ( 2 1 ,  in addition to an annuity that is the 

actuarial equivalent of the member's accumulated 

cantxibutions allocable to the period of service; 
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If the member has credited service as a judge, 

the membexts retirement allowance shall be 

computed on the following basis: 

(if For a member who has credited service as a 

judge before July 1, 1999, ixrespective of 

age, for each year of credited service as a 

judge, three and one-half per cent of the 

member's average final compensation as 

computed under section 8 8 - B l f e )  ( 3 ) '  in 

addition to an annuity that is the actuarial 

equivalent of the member's accumulated 

contributions allocable to the period of 

[ w e h l  service; and 

liif For a member who first earned credited 

service as a judge after June 30, 1999, and 

has attained the age of fifty-five, for each 

17 year of credited service as a judge, three 

18 and one-half per cent of the member's 

19 average final compensation as computed under 

20 section 88-81 (el ( 3 )  , in addition to an 

21 annuity that is the actuarial equivalent of 

22 , the member's accumulated contributionrs 



alfocable to the period of [f3~?2?1 service. 

If the anember has not attained age fifty- 

five, the member's retirement allowance 

shall be computed as though the member had 

attained age fifty-five, reduced [&a 

n F  
V L 

-1 for age as provided 

in subsection Ib9 ; and 

(D) For each year of credited service not included in 

subparagraph (A), ( 8 )  , or {Cj  , the average final 

compensation as computed under section 8 8 -  

81[ef ( 4 )  shall be multiplied by two per cent fox 

credited service earned as a class A ox class H 

member, two and one-half per cent for credited 

service earned as a class B member, and one and 

one-quarter per cent for credited service earned 

as a class C member. If t;he member has not 

attained age fifty-five, the member's retirement 

allowance shalf be computed as though the member 

had attained age fifty-five, reduced [&I 
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v l  for age as provided in subsection (bf . 

The total retirement allowance shall not exceed 

seventy-five per cent of the memberzs highest average 

final compensation calculated under section 88-  

6 8 1 ( e ) I l f ,  121, 131, or (4). If the allowance exceeds 

7 this limit, it shall be adjusted by reducing any 

8 annuity accrued under subparagraphs (A1 , , and (Cf 

9 and the portion of the accumulated ccrntributions 

10 specified in these subparagraphs in excess of the 

11 requirements of the reduced annuity shall be returned 

12 to the mmbexl-;-] upon the member's retirement or paid 

13 to the member's designated beneficiary upon the 

member's death while in service or while on authorized 

15 leave without pay. If a member has service credit as 

16 an elective officer or as a legislative officer in 

17 addition to service credit as a judge, then the 

18 retirement benefit caiculation containea in this 

19 paragraph sbalf supersede the formula contained in 

20 paragraph t-C3+;-I f 2 1 . 
21 ( b f  Except as provided in subsection [a), if a member has 

22 not attained age fifty-five at the date of retirement, the 
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member's retirement allowance shall be reduced, for each month 

the member's age at the date of retirement is below age fifty- 

five, as folfows: 

1 0.4166 per cent for each month below age fifty-five - 
and above age forty-nine and eleven months; plus 

( 2 )  0.3333 per cent for each month below aqe fifty and - 
above age forty-four and eleven months; plus 

(3) 0.2500 per cent for each month below age forty-five - 
and above age thirty-nine and eleven months; plus 

(41 0.1666 per cent for each month below age forty; - 
provided that no reduction shall be made if the member has at 

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

13 police offices, corrections officer, investigator of the 

14 department of the proaecutinq attorney, investigator of the 

15 department of the attorney general, narcotics enforcement 

15 investigator, public safety investigations staff investigator, 

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

XS more years prior to retirement is credited service in these 

19 capacities. " 

20 SECTION 8 .  Section 88-74.6, Hawaii Revised Statutes, is 

21 amended to read as follows: 
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[?I 188 - 74.6 13-1 -reduced allowance on service retirameat t 

when applicable. In addition to those positions identified in 

section I-1 88-74 (b) and notwithstanding any law in this 

part that requires a member to attain age fifty-five to qualify 

for an unreduced service retirement allowance, if tbe member has 

at least thirty years of credited service through June 30, 2003; 

twenty-nine years of credited service on or after July 1, 2004; 

twenty-eight years of credited service an or after July 1, 2005; 

twenty-seven years of credited service on or after July I, 2 0 0 6 ;  

twenty-six years of credited service on or after July 1, 2007; 

and twenty-five years of credited service on ox after July 1, 

2008, as an emergency medical technician, of which the last five 

or more years prior to retirement is credited service in that 

capacity, then upon retirement and irrespective of age, that 

memberis service retirement allowance shall not be reduced for 

actuarial p~lposes.~ 

SECTION 9. Section 88-76, Hawaii Revised Statutes, is 

amended to read as fallows: 

rg88-76 Allowance on ordinary dfoability retirement. Upan 

retirement for ordinary disability, a member ahall receive a 

maximum retirement allowance of one and three-fourths per cent 

of the member's average final compensation for each year of 
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credited service; except that for each year of credited service 

as a judge, an elective officer, or a legislative offices, the 

member shall receive a maximum retirement allowance computed as 

provided in section 1- (3:  erfati-3 88-74 fa) f21 or (81, a3 

applicable. The minimum retirement allowance payable under this 

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

compensation," 

SECTION 10. Section 88-79, Hawaii Revised Statutes, is 

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

"(a1 Upon application of a member, or the person appointed 

by the family court as guardian of an incapacitated member, any 

member who has been permanently incapacitated for duty as the 

natural and proximate result of an accident occurring while in 

the actual performance of duty at some definite time and place, 

or as the cumulative result of some occupational hazard, through 

no wilful negligence on the member's part, may be retired by the 

board I 7 1  for service-connected disability; provided 

that: 

11) In the case of an accident occurring after July 1, 

1963, the employer shall file with the [Ix+a&l system 

a copy of the employeris report of the accident 
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submitted to the director of labor and industrial 

relations; 

( 2 )  Ikn application for retirement is filed with the 

f b e % ~ ~ & % I  system within two years of the date of the 

accident, or the date upon which workers* compensation 

benefits cease, whichever is later; 

(3) Certification is made by the head of the agency in 

which the member is employed, stating the time, place, 

and conditions of the service performed by the member 

resulting in the member" disability and that the 

disability was not the result of wilful negligence on 

the part of the member; and 

( 4 )  The medical board certifies that the member irs 

incapacitated for the further performance of duty at 

the time of application and that the memberfa 

incapacity is likely to be permanent." 

SECTIOH 11. Section 88-81, Hawaii Revised Statutes, is 

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

*(a) Average final compensation is the average annual 

compensation pay or salary upon which a member has made 

contributions as required by E i l  parts 

11, VXI, and VlII of this chapter." 
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SECTIOBY 12. Section 88-81.5, Hawaii Revised Statutes, is 

amended by amending eubsection fa) to read as follows: 

"(a) Effective July 1, 1996, compensation used to 

determine "average final compensationn under section 88-81 and 

employee contributions picked up by the employer under section 

88-46ET] or 88-326, shall be subject to the annual limit set 

forth in section 401 (a) (17) of the Internal Revenue Code of 

1986, as amended." 

SECT1023 13. Section 88-83, Hawaii Revised Statutes, is 

amended to read as follows: 

"988-83 Election of  retiramant allowaace option. la1 

Upon retirement, any member may elect to receive the maximum 

retirement allowance to which the member is entitled computed in 

accordance with section 88-74, 88-76, or 88-80, and in the event 

of the [vws&~+s] retirant's death, there shall be paid to the 

fztw&w+el xetirant18 designated beneficiary, - or otherwise to 

the [xse&e+el ret irant ' s estate the difference between 

I-1 F 

41) The balance of the menbex's accumulated contributions - - 
at 'the time of the member s retirement; and I#ml 

21 - ( 2 )  - The retirement allowance and, if the retirant retired 

22 after November 30, 2004, the post retirement 
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allowances paid or payable to the I ~ l  retirant 

prior to death. 

In lieu of this maximum allowance, the member may elect to 

receive the memberfa retirement allowance under any one of the 

optional plans described below, which shall be actuarially 

equivalent to the maximum allowance. 

Option 1: The member may elect to receive a leeser 

retirement allowance during the member's lifetime. At the 

member's retirement, there shall be established an amount of 

initial insurance that shall be computed on the basis of 

actuarial factors adopted by the board. Upon the death of the 

retirant, there shall be paid to the retirant" designated 

beneficiary, otherwise to the retirant's estate: any balance 

remaining in the initial insurance reserve, after deducting the 

retirement allowance and, If the retirant retired after November 

30, 2004,  the past retirement allowances paid to the retirant 

prior Lo death I[ * ?  
. * 

*I. Ckhn lieu of the lump sum 

balance, the beneficiary may, if the beneficiary is a natural 

person, elect to receive an allowance fax  life based on the 

value of the balance; provided that the allowance is not less 

than $100 per month. If the beneficiary of the retirant who: 

WB1291 502 LRB 07-3981.d0~ 
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(1) Retired after November 30, 2004, and - 
(2 )  Dies after June 30, 2007, - 

elects to receive the allowance in lieu of the lump sum balance, 

t;here shall also be payable to the beneficiary an additional 

allowance calculated and payable in the same manner as a post 

retirement allowance under section 88-90. The additional 

allowance shall be based on the oriqinal amount of the allowance 

in lieu of the lump Bum balance, and shall commence on the first 

day of July following the calendar year in which payment o f  the 

allowance in lieu of the lump sum balance is effective. 

Option 2: The member may elect to receive a lesser 

retirement allowance during the member's lifetime and have those 

allowances, including cumulative post retirement allowances, if 

applicable, continued after the member's death to the member's 

beneficiary designated at t h e  time of the memberis retirement, 

for the life of the beneficiary. X f  the beneficiary dies prior 

ta the retirant, all further payments shall cease upon the death 

of the retirant; provided that for members retiring after 

November 30, 2004, if t he  retirant's designated beneficiary dies 

at any time after the xetirant retired, but befoxe the death of 

t he  retirant, the retirant, upon the death of the retirant's 

designated beneficiary, shall receive a retirement allowance, 
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1 including cumulative post retirement allowances, calculated as 

2 if the retixant had selected the maximum retirement allowance to 

3 which the [membel  retirant is entitled. Only one beneficiary 

4 ahall be designated under this option. The beneficiary 

5 designated under this option shall. be a natural person, and 

6 benefits under this option shall only be paid to a natural 

7 peraon. 

8 Option 3: The member may elect to receive a lesser 

9 retirement: allowance during the member's lifetime and have one- 

10 half of the allowance, including fifty per cent of all 

11 cumulative post retirement allowances, if applicable, continued 

12 after the member's death to the member's beneficiary designated 

13 at the time of the member's retirement, fox the life of the 

14 beneficiary. If the beneficiary dies prior to the retirant, all 

further payments shall cease upon the death of the retirant; 

provided that for members retiring after November 30, 2004, if 

the retirant's designated beneficiary dies at any time after the 

retizant retired, but before the death of the retirant, the 

retirant, upon the death of the retixantts designated 

beneficiary, shall receive a retirement allowance, including 

cumulative post retirement allowances, calculated as if the 

xetirant had selected the maximum retirement allowance to which 
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the 1-1 retirant is entitled. Only one beneficiary ahall 

be designated under this option. The beneficiary designated 

under thie option shall be a natural person, and benefits under 

this option shall only be paid to a natural person. 

Option 4 :  The member may elect to receive a lesser 

retirement allowance during the member's lifetime and provide 

some other benefit to the member's beneficiary in accordance 

with the member's own specification; provided that this election 

shall be certified by the actuary to be the actuarial equivalent 

of the membex's retirement allowance and shall be approved by 

the board. 

Option 5 :  The membex may elect to receive the balance of 

the member's accumulated contributions at the time of retirement 

in a lump sum and, during the member's lifetime, a retirement 

allowance equal to the maximum retirement allowance reduced by 

the actuarial equivalent af these cantributions. Upon the death 

of the xetirant, all further payments shall cease. Only a 

member retiring from service having at least ten years of 

credited service or for disability may elect this retirement 

allowance option. 

~ i 2 9 l  SD2 LRB 07-3981.d0~ 



Page 31 1291 H.B. NO. H+Dal  S.D. 2 

To receive benefits, the beneficiary muet have been 

designated by the member in the £om and manner prescribed by 

the board. 

fbf In the event of the death of a member after the date 

of the filing of the member's written application to 

but prior to the retirement date designated by the member, and, 

if the member was eligible to retire on the date of the member's 

death, the member's designated beneficiary, or otherwise the 

personal representative of the member's estate, may elect to 

receive either the death benefit under section 88-84 

or the allowance under the option selected by the member that 

would have been payable had the member retired. The effective 

date of the member's retirement shall be the first day of a 

month, except fax the month of December when the effective date 

of retirement may be on the first or last day of the month, and 

shall be no earlier than the later of thirty days from the date 

the member's retirement application was filed or the day 

following the member's date of death. The election may not be 

made if, at the time of the member's death, there are 

individuals who are eligible to receive death benefits under 

section 88-85 who have made a claim for the benefits; provided 

that, if the designated beneficiary is an individual eligible to 
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receive benefits undex section 88-85, the designated beneficiary 

may receive benefits pursuant to an election made under this 

section pending disposition of the claim for benefits under 

section 88-85. If death benefits are payable under section 

88-85, the death benefits shall be in lieu of any benefits 

payable pursuant to this section. 

(c) NO election by a member under this section shall take 

effect unless: 

(1) The spouse or reciprocal beneficiary of the member is 

furnished written notification that: 

{A] Specifies the retirement date, the benefit option 

selected, and the beneficiary designated by the 

member ; 

(Bf Provides information indicating the effect of the 

election; and 

(C) Xa determined adequate by rules 1-1 

adopted fry the board 1-1 in accordance 

with chapter 91; 

(2) T ~ E !  member selects option 2 ox option 3 and designates 

the spquse or reciprocal beneficiary as the 

beneficiary; or 
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(3) It is established to the satisfaction of the board 

that the notice required under paragraph (1) cannot be 

provided because: 

(A) There is no spouse or reciprocal beneficiary; 

(33) The spouse or reciprocal beneficiary cannot be 

located; 

IC1 The member has failed to notify the system that 

the member has a spouse or reciprocal 

beneficiary, or has failed to provide the system 

with the name and address of the member's spouse 

or reciprocal beneficiary; or 

(Dl Of other reasons, as established by I- 

-1 board [-] rules adopted in 

accordance wfth chapter 91. 

Any notice provided to a spouse or reciprocal 

beneficiary, or determination that the notification of 

a spouse or reciprocal beneficiary cannot be provided, 

shaSl be effective only with respect to that spouse or 

reciprocal beneficiary. The system will rely upon the 

representations made by a member as to whether the 

member has a spouse or reciprocal beneficiary and the 

HB1291 SD2 LRB 07-3981.d0~ 
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name and address of the member's spouse or reciprocal 

beneficiary. 

fd) Each member, within a reasonable period of time before 

the member's retirement date, shall be provided a written 

explanation of: 

(1) The tern and conditions of the various benefit 

opt ions ; 

( 2 )  The rights of the member's spouse or reciprocal 

beneficiary under subsection (c) to be notified of the 

member's election of a benefit option; and 

13 1 The member Is right to make, and the effect of, a 

revocation of an election of a benefit option. 

(e) The system shall not be liable for any false 

statements made to the system by the member or by the member's 

employer. 

t f )  In the event of the death of the retirant within one 

year after the date of retirement, the retirant's designated 

beneficiary may elect to receive either the death benefit under 

the retirement allowance option selected by the xetirant, or the 

[-I benefit that would have been paid under section 

88-84 had the retirant died immediately prior to retirement, 

less any payments I-tirz*] received[-;] by the 
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retirant; provided that the desiqnated beneficiary may not elect 

to receive benefits under option 2 of this section if the - 

xetirant would not have been permitted by applicable law or by 

the rules of the board to name the designated beneficiary as 

beneficiary under option 2. 

(g) The increase in the retirant's benefit under options 

2, 3, and, if applicable, 4 upon the death of the xetisantgs 

designated beneficiary shall be effective the first day of the 

month following the date of death of the designated beneficiary. 

The retirant shall notify the system in writing and provide a 

certified copy of the beneficiary's death certificate. The 

system shall make retroactive benefit payments to the retirant, 

not to exceed six months from the date the written notification 

and the certified copy of the death certificate are received by 

the system. The retroactive payments shall be without interest. 

(h) Upon a member's retirement: * 

i l l  The rnembet*~ election of a retirement allowance option 

shall be irrevocable; and 

( 2 )  The member's designation of a beneficiary shall be 

irrevocable if the retirement allowance option elected 

by the member is: 

(a] Option 2 or 3 ; 
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1 0 3 )  An option that includes option 2 or 3 fn 

2 combination with some other form of benefit 

payment; or 

IC )  Any other option for which the actuarial 

equivalent of the option ta the maximum 

retirement allowance is determined at the time of 

the member's retirement based in whole or in part 

on the age of the member's designated 

beneficiary. 

(2) a claim under this section by a retirantts or member's 

beneficiary for benefits upon the death of a retirant or member 

shall be filed no latex than three years from the date of the 

retirant's as member's death.R 

SECTION 14. Section 88-84, Hawaii Revised Statutes, is 

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

(a] Upon receipt by the system of proper proof of a 

member's death occurring in service or while on authorized Leave 

without pay, there shall be paid to the  member'^ designated 

beneficiary an ordinary death benefit consisting of: 

( 2 )  The member's accumulated contributions and, if no 

pension is payable under section 88-85, an amount 

equal to fifty per cent of the compensation earned by 
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the member during the yeax immediately preceding the 

member's death if the member had at least one year but 

not more than ten full years of credited service, 

which amount shall increase by five per cent for each 

full year of service in excess of ten years, to a 

maximum of one hundred per cent of the compensation; 

provided that if the member had at least one year of 

credited service, the amount, together with the 

member's accumulated contributions shall not be less 

than one hundred per cent of the compensation; 

( 2 )  If the member had ten or more years of credited 

service at the time of death in senrice, and the death 

occurred after W e  30, 1988, the member's designated 

beneficiary may elect to receive in lieu of any other 

payment provided in this section, the allowance that: 

would have been payable as if the member had retired 

an the first day of a month following the member's 

death, except for the month of December when 

retirement on the first or last day of the month shall 

be allowed. Benefits payable under this paragraph 

shall be calculated under option 3 of section 88-83 



Page 38 t 291 H.B. NO HaD-l 
= S.D. 2 

and computed on the basis of section [88-76+.1 88-74, 

=reduced for aqe; or 

(31 If the member was eligible for service retirement at 

the time of death in service, the member's designated 

beneficiary may elect to receive in lieu of any other 

payment provided in this aection, the allowance that 

would have been payable as if the member had retired 

on the first day of a month following the member's 

9 death, except for the month of December when 

10 retirement on the first or last day of the month shall 

be allowed. Benefits payable under this paragraph 

shall be calculated under option 2 of section 88-83[-;-I 

and computed on the baais of section 88-78." 

SECTION 15. Section 88-90.5, Hawaii Revised Statutes, is 

amended to read as follows: 

' [f 1 988-90 - 5 13-1 Actuarial a88?lX@td.0118. Ia) 

Notwithstanding any provision in [ekag&-er-Wj this chapter to the 

contrary, the board I-] may approve the effect of the 

post retirement allowance under section 88-90, or of any other 

mandatory fixed scheduled increase in the benefits payable under 

part 11, VII, or VXIIC, as an actuarial assumption for the purpose 
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1 of determining the value of the options available under sections 

2 8 8 - 8 3 ,  88-283, and 88-333. 

3 (bl Subject to the recommendation of the actuary appointed 

4 under section 88-29, the board may adopt, by motion at any duly 

5 noticed meeting of the board, actuarial tables, factors, and 

6 assumptions for the purposes of parts 11, VIZ, and VITT. The 

7 tables, factoxa, and assumptions that are used to compute 

8 benefits shall be in writing and certified by the 

administrator." 

SECTION 16. Section 88-93, Bawaii Revised Statutes, is 

amended to read as follows: 

"1888-33 Waned beneficiaries by members and by former 

employees~ [[I ef feet of marriage, 

entry into recfprocaX beneficiary relationshipr divorce, 

termination of reciprocal beneficiary relationship, or death. 

(a) a1 written designations of beneficiaries for members and 

fo r  former employees [- k---'."t%ahw] shall become 

null and void when: 

(1) The beneficiary predeceases the member or former 

employee ; 

{zl The member or former employee is divorced from the 

beneficiary; 
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(3) The member ox fomer employee is mmarried, and 

subsequently marries; or 

( 4 1  The member or former employee enters into or 

terminates a reciprocal beneficiary relationship. 

Any of the above events shall operate as a complete revocation 

of the designation and, except as provided in sections 88-84(b) 

and t M 4 3 3 4 S h l  88-338 (bf all benefits payable by reason of the 

death of the member or former employee shall be payable to the 

member's or former employeets estate unleee, after the death, 

divorce or marriage, or entry into or termination of reciprocal 

beneficiary relationship, the member or former employee makes 

other provision in a written deafgnation duly executed and filed 

with the board. 

14 fb) Subsection la) shall not apply to active members w h ~  

15 are fomex retirants who have returned to service. The 

16 beneficiaries of retirants who return to service may not be 

17 changed except to the extent provided under the retirement 

18 allowance option selected by the foxmer retirant when the former 

19 retirant first retired." 

20 SECTION 17. Section 88-98, Hawaii Revised Statute@, is 

21 amended to read as follows: 
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1 "188-98 Return t o  service of a retirant, fa) Any 

retirant who returns to employment requiring active membership 

in the system shall be reenrolled as an active member of the 

system in the same class from which the retirant originally 

retired and the retirant's retirement allowance shall be 

suspended. 

(1) If the retirant returns to service before July. 5 ,  

1998, and again retires, the retirant's retirement 

allowance shall consist of: 

(A) For members with fewer than three years of 

credited service during the member's period of 

reemployment, the allowance to which the member 

was entitled under the retirement allowance 

option selected when the member previously 

retired and which was suspended; plus, for the 

16 period of sewice during the member's 

17 reemployment, the allowance to which the member 

18 is entitled fox that service based on the 

retirement allowance option initially selected 

and computed for the member's age, average final 

compensation, and other factors in accordaace 

with the benefit foxmula under section 88-74 in 
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existence at the time of the member's latest 

retirement; or 

(Bf For members with three or more years of credited 

service during the member's period o f  

reemployment, the allowance computed as if the 

member were retiring for the first time; pxovided 

that in no event shall the allowance be less than 

the amount determined in accordance with 

subparagraph (A) ; and 

(2 )  If the setirant returns to service after June 30, 

1998, and again retires, the retirantis retirement 

allowance shall be computed in accordance with 

paragraph (1) (A) , regardless of the number of years of 

service in the reemployment period. 

(b) Any wetirant who received the special retirement 

incentive benefit under Act 253, Session Laws of Hawaii 2000, - as 

17 amended by Act  131, Session Laws of Hawaii 2.002, and is 

18 reemployed by the State or a county in any capacity shall: 

19 (1) Have the retirant's retirement allowance suspended; 

20 ( 2 )  Forfeit the special retirement incentive benefit and 

21 any related benefit provided by [ P I  - this 

22 chapter; and 
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(3) Be subject to the age and service requirements under 

section 88-73 when the member again retires. 

Ic) If a retirant's designation of beneficiary was 

irrevocable upon the retirant's initial retirement, the retirant 

may not change the retirant's designated beneficiary when the 

xetirant returns to service or when the former retirant again 

retires. 

(dl A retirant who returns to service shall not be 

considered to be *in service*, for the purposes of section 

8 8 - 7 5 ,  8 8 - 7 9 ,  8 8 - 8 4 ,  or 8 8 - 8 5 ,  or any other provision of this 

chapter providing for benefits arising out of the disability or 

death of a member. A retirant who returns to service and dies 

during the period of reemployment shall be considered to have 

retired aqain effective as of the first day of the month 

followins the month in which the death occurs, except for death 

during the month of December when the effective date of 

retirement may be the Past day of the month. 

f+&&l (e) The board shall adopt any rules as may be 

reguired to administer €-I this se~tion.~ 

SECTION 18, Section 88-251, Bawaii Revised Statutes, is 

amended to read as follows: 
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"888-251 Applicability. The following provisions of part 

11 shall apply to this part: 

(If Subpart A, except the definitions provided in section 

88-21, unless expressly adopted fn section 88-261; 

( 2 )  Subpart B, except sections 88-45, 88-45.5, 88-46, 88- 

48, 88-52, 88-59, 88-59.5, 88-59.6, 88-61, and 88-62; 

(3) Subpart C, except sections 88-91, 88-92, 88-73, 88-74, 

88-74 -6, 88-75, 88-76, [ 8 - - - ? 2 , ]  88-80, 88-83, 88-84, 

88-85, 88-89, 88-88, 1-1 88-96,.88-97, and 88-98; 

(4) Subpart D l  except sections 88-112 and 88-113; and 

(51 Subpart B.@ 

SECTION 19. Section 88-273, Hawaii Revised Statutes, is 

amended to read as Eollows: 

"388-273 Break in senicet raemploymrmt. (a) Any class C 

member who terminates service prior to accumulating ten years of 

credited service, excluding unused sick leave, shall cease to be 

a member and shall forfeit all credited service; provided that: 

(1) ff the former clasa C merabes becomes a member again 

within one calendar year from the date of termination, 

all service credit for previous service shall be 

restored. If the former class C member becomes a 

member again more than one calendar year after the 
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date of termination, one month of service credit for 

pxevioua service shall be restored for each month of 

service rendered following the return to membership. 

(21 If the former class C member becomes a class A, class 

B, or class H member within one calendar year from the 

date of termination, all class C service credit for 

previous service shall be restored. If the former 

class C member becomes a class A, class B, or class H 

member more than one calendar year after the date of 

termination, one month of class C service credit for 

previous service shall be restored for each month of 

service rendered following the return to membership. 

S&ject to the provisions of sections 88-322 and 88-324,  the 

service credit restored pursuant to this subsection shall be 

class C service credit. 

(b) Any class C member who terminates service with a 

vested right and who subsequently becomes a class A, claas 3, 

class C, or class H member shall retain all service credit for 

previous service and shall be credited with additional service 

credit for sewice rendered following the return to membership. 

{c) my retirant who retired under the provisions of [w 
22 this part and returns to service requiring 
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active membership in the system as a class C member shall he 

reenrolled as an active member, and the retirant's retirement 

allowance shall be suspended. When the member again retires, 

the retirement allowance shall be the allowance to which the 

member was entitled under the retirement allowance aption 

selected when the member previously retired and which was 

suspended; plus, for the period of service during the member's 

reemployment, the allowance to which the member is entitled for 

that service based on the retirement allowance option initially 

selected and computed Eor.the member's age, average final 

compensation, and other factors in accordance with the benefit 

formula of a class C member under section 88-282 in existence at 

the time of the member's final retirement. I- 

-1 

(d) Any retirant who retired under the provisions of [w 
V E Z ~  this part and returns to service requiring active 

membership in the system as a class A or class B member shall be 

reenrolled as an active member, and the retirant's retirement 

allowance shall be suspended. When the member again retires, 
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the retirement allowance ohall be the allowance to which the 

member was entitled under the retirement allowance option 

selected when the member previously retired and which was 

suspended; plus, lor the period of service during the member's 

reemployment, the allowance to which the member is entitled Tor 

that senrice based on the retirement allowance option initially 

selected and computed for the member's age, average final 

compensation, and other factors in accordance with the benefit 

formula of a class A or class B member under section 88-74 in 

existence at the time of the member's final retirement. [&&&-he 

-1 

(e) Any retirant who received the special retirement 

incentive benefit under Act 253, Ses~ion Laws of Hawaii 2000, - as 

amended by Act 131, Session Laws of Hawaii 2002, and ie 

reemployed by the State or a county in any capacity shall: 

(1) Have the retirant's retirement allowance suspended; 

( 2 )  Forfeit the special retirement incentive benefit and 

any other related beneflt provided by 1-1 

this chapter; and 
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13) Be subject to the age and selvice requirements under 

section 88-281 when the member again retires. 

f f )  If a retirant's designation of beneficiary was 

irrevocable upon the retirant's initial. retirement, the retirant 

may not change the retirant's designated beneficiary when the 

retirant returns to service or when the former retirant again 

retires. 

(gf A retirant who returns to service shall not be 

considered to be "in servicem, for the purposes of section 

88-284, 88-285, ox 88-286, ox any other provision of this 

chapter providing far benefits arising out of the disability or 

death of a member. A retirant who returns to service and dies 

duxinq the period of reemployment aha l l  be considered to have 

retired again effective as of the first day of the month 

following the month in which the death occurs, except for death 

during the month of December when the effective date of 

retirement may be the last day of the month. 

Ih) The board shall. adopt any rules as may be required to 

administer this secti~n.~ 

SECTION 20. Section 88-283, Hawaii Revised Statutes, is 

21 amended to read aa follows: 
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@%88-283 Election of retirement allowance option, (a) 

Upon retirement, any member may elect to receive the maximum 

xetiremeat allowance to which the member is entitled, computed 

in accordance with section 88-282, 88-284,  or 88-285, and, if 

the member elects to receive the maximum retirement allowance, 

the member's beneficiary shall not be entitled to any benefit 

upon the member's death, except as provided in subsection (gl . 
In lieu of the maximum retirement allowance, a member may elect 

to receive the memberrls retirement allowance under one of the 

options described below, which shall be actuarially equivalent 

to the maximum retirement allowance: 

(I) Option A: A reduced allowance payable to the member, 

then upon the member's death, one-half of the 

allowance, including fifty per cent of all cumulative 

post retirement allowances, to the member's 

beneficiary designated by the member at the time of 

retirement, for the life of the beneficiary[t]. ff 

the beneficiary dies prior to the retirant, all 

further payments shall cease upon the death of the 

retirant; provided that for members retiring after 

November 30, 2004, if the retirant's designated 

beneficiary dies at any time after the retirant 
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retired, but before the death of the retirant, the 

retirant, upon the death of the retirant's designated 

beneficiary, shall receive a retirement allowance, 

including cumulative post retirement allowances, 

calculated as if the retirant had selected the maximum 

retirement allowance to which the retirant is 

entitled; 

( 2 )  option B: A reduced allowance payable to the member, 

then upon the memberv@ death, the same alfowance, 

including cumulative post retirement allowances, paid 

to the member's beneficiary designated by the member 

at the time of retirement, for the life of the 

beneficiary[?]. Xf the beneficiary dies prior to the 

retirant, all further payments shall cease upon the 

death of the retirant; provided that fox members 

retiring after November 30, 2004, if the xetizantls 

17 designated beneficiary dies at any time after the 

18 retirant retired, but before the death of the 

19 retirant, the retirant, upon the death of the 

2O retirantfs designated beneficiary, shall receive a 

21 retirement allowance, including cumulative post 

22 retirement allowances, calculated as iE the retirant 
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had selected the maximum retirement allowance to which 

the retirant is entitled; ox 

3 (31 option C: A reduced allowance payable to the member, 

4 and 1-lupon the death of the 

5 retirant within ten years of retirement, the same 

allowance, including cumulative post retirement 

allowances, paid to the [-l retirant's 

desiqnated beneficiary, or othemise to the retirant's 

estate for the balance of the ten-year period. If the 

retirant returns to service requiring active 

membership in the system and the retirant is 

reenrolled as an active member, running of the ten- 

year period will. be suspended until the member again 

retires. 

Only one beneficiary shall be designated under options A [ & I ,  - 

Elf- ; ] ,  and C .  The beneficiary designated under option A or B 

shall be a natural person, and benefits under option A or B 

shall only be paid to a natural person. To receive benefits, 

the beneficiary ehall have been designated by the member in the 

form and manner prescribed by the board. 

(b) Upon a member's retirement: 
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1 (1) The member's election of a retirement allowance option 

2 shall be irrevocable; and 

3 f2) The member's designation of a beneficiary shall be 

4 irrevocable iE the retirement allowance option elected 

5 by the member is option A ox B. 

6 [cf No election by a member under this section shall take 

7 effect unleiss: 

8 (1) The spouse or reciprocal beneficiary of the member is 

9 furnished written notification that: 

10 fAf Specifies the retirement date, the benefit aption 

11 selected, and the beneficiary designated by the 

12 member ; 

13 (B) Provides information indicating the effect of the 

14 election; and 

15 IC1 Is determined adequate by rules 1-1 

16 adopted by the board 1-1 in accordance 

17 with chapter 91; 1-1 

18 ( 2 )  The member selects option A or option B and designates 

19 the spouse ox xeciprocal beneficiary as the 

20 beneficiary; or 
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(3) It is established to the satisfaction of the board 

that the notice required under paragraph (1) cannot be 

provided because: 

(A) There is no spouse or reciprocal. beneficiary; 

(81 The spouse or reciprocal beneficiary cannot be 

l. ocated; 

( C )  The member has failed to notify the system that 

the member has a spouse or reciprocal 

beneficiary, - or has failed to provide the system 

with the name and address of the member's spouse 

or reciprocal beneficiary; or 

(I)) Of other reasons, as established by [s&ks-& 

board t-l rules adopted in 

accordance with chapter 91, 

Any notice provided to a spouse or reciprocal 

beneficiary, or detemination that the notification of 

a spouse or reciprocal beneficiary cannot be provided, 

shall be effective only with respect to that spouse or 

reciprocal beneficiary. The system shall rely upon 

the representations made by a member as to whether the 

member has a spouse or reciprocal beneficiary and the 
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I name and address of the member's spouse or reciprocal 

2 beneficiary. 

3 fdf Each member, within a reasonable period of time before 

4 the member's retirement date, shall be provided a written 

5 explanation of: 

6 C1) The terms and conditions of the various benefit 

7 apt ions ; 

( 2 )  The rights of the member's spouse or reciprocal 

beneficiary under subsection fcf to be notified of the 

memberis election of a benefit option; and 

131 The member's right to make, and the effect of, a 

revocation of an election of a benefit option. 

(el The system shall. not be liable for any false 

statements made ta the system by the member ox by the member's 

employer. 

(f) If a member dies after the date of the filing of the 

member's written application to retire, but prior to the 

retirement date designated by the member, and, if the member was 

eligibxe to retire on the date of the member's death, the 

member's designated beneficiary may elect to receive either: 
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1 (1) An allowance that would have been payable if the 

2 member had retired and had elected to receive a 

3 retirement allowance under option B; or 

4 121 The allowance under the option selected by the member 

5 which would have been payable had the member retired. 

6 The effective date of the member's retirement shall be the first 

7 day of a month, except for the month of Decemhes when the 

8 effective date of retirement may be on the first ox last day of 

9 the month, and ahalf be no earlier than the later of thirty days 

10 from the date the member's retirement application was filed or 

11 the day following the member's date of death. The election may 

12 not be made if, at the time of the member's death, thexe are 

individuals who are eligible to receive death benefits under 

section 88-2861~) who have made a claim for the benefits; 

provided that, if the designated beneficiary is an individual 

eligible to receive benefits under section 88-286fc1, the 

designated beneficiary may receive benefits pursuant to an 

election - made under this section pending disposition of the 

claim for benefits under section 88-2861~1. [- 

will 52 

21 C1, *-I -1 If death 

22 benefits are payable under section 88-286(cl, the death benefits 
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shall be in lieu of any benefits payable pursuant: to this 

section. 

(g) If the ketfrant dies within one year after the date of 

retirement, the retirantis designated beneficiary may elect to 

receive eithex: 

(21 The death benefit under the retirement allowance 

option selected by the retirant; or 

12) The death benefit under option 131- 

-3, less the difference between the 

benefit that the retirant received and the benefit 

that would have been payable to the retirant had the 

retirant elected to receive a retirement allowance 

under option B; provided that if the zstirant would 

not have been permitted by applicable law or the rules 

of the board to name the designated beneficiary as 

beneficiary under option B, the designated beneficiary 

may elect to receive the death benefit under option A, 

less the difference between the benefit that the 
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retirant received and the benefit that would have been 

payable to the retirant had the retirant elected to 

receive a retirement allowance under option A, 

(hf The increase in the retirant's benefit under options A 

and B upon the death of the retirant's designated beneficiary 

shall be effective the first day of the month following the date 

of death of the designated beneficiary. The retirant shafl 

notify the system in writing and provide a certified copy of the 

beneficiary's death certificate. The system shall make 

retroactive benefit payments to the retirant, not to exceed six 

months from the date the mitten notification and the certified 

copy of the death certificate are received by the system. The 

retroactive payments shall be without interest. 

(i) A claim under this section by a retirant's or member's 

beneficiary for benefits upon the death of a retirant or member 

shall be filed no later than three years from the date of the 

retirant's or member's deathsR 

SECTION 21. Section 88-301, Hawaii Revised Statutes, is 

amended to read as follows: 

"$88-301 Applicabflity. The folfowing provisions of part 

31 of this chapter shall apply to this part: 

(1) Subpart A; 
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( 2 )  Subpart B, except sections 88-45, 88-46, 88-48, 88-52, 

88-59, 88-59.5,  88-59.6,  88-61, and 88-62; 

(3) subpart C ,  except sections 88-71, 88-72, 88-73,  88-74, 

83-74 .6 '  88-75, 88-76, 88-79, 88-80, 88-83, 88-84,  88- 

85, 38-88, /ss--B4-i-f 88-96, 88-97, and 88-98; 

(4 )  Subpart: D; and 

(5) Subpart E m g  

SECTION 22.  Section 88-322, Hawaii Revised Statutes, is 

amended as follows: 

(If By amending subsection (b) to read as follows: 

"[b) All class A and class B credited service of class A 

or class B members who make the election to become class H 

members pursuant to section 88-3211a) shall be converted to 

class H credited service. The cost of the conversion of class A 

or class B credited service shall be the member's accumulated 

contributions as of the date of convereion. Verified membership 

service credit paid for pursuant to section 88-59 under an 

irrevocable payroll authorization entered into prior to July 1, 

2006,  shall be credited as class H credited service. Class A 

and class B members who are in service on June 30, 2006,  and 

make the election to become class H members pursuant to section 

8 8 - 3 2 1 f a )  shall have the option to convert some or all of their 
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class C credited service, as o f  June 30, 2006, to class H 

credited service by paying, in the manner provided in subsection 

(d), the full actuarial cost of the conversion as of [&me+&- 

&34&] the last day of the sixth calendar month precadfnq the 

date of the notice described in subsection (e). The option tc, 

convert class C credited service to class N credited service 

shall also apply: 

(1) To forfeited credit: for previous service that a menibex 

is eligible to have restored as of June 30, 2006; and 

( 2 )  To membership service credit &hat a member is eligible 

to claim under section 88-272 141 to (61 as of June 30, 

2006; 

provided that the member shall claim the forfeited sexvice 

credit and the membership service credit by the date established 

by the board at a meeting held pursuant to chapter 9 2 . "  

(2) By amending subsection if) to read as followa: 

" ( 2 )  The actuarial cost of converting a member's class C 

credited service to class W credited service under subsections 

(a] and fbl shall be based on the member's actual age in full 

years as of [-I the last day of the sixth calendar 

month preceding the date of the notice described in subsection 

(el, and on the member's monthly base salary or monthly basic 

HB1291 SD2 LRB 07-3981.d0~ 
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rate of pay as of I-l the last day of the sixth 

calendar month preceding the date of the notice described in 

subsection (el, exclusive of overtime, differentials, 

supplementary payments, bonuses, and salary supplements, but 

including elective salary reduction contributions under sections 

125, 403 [b), and 457(b) of the Internal Revenue Code of 1986, as 

amended, 

SECTXON 23. Section 88-333, Hawaii Revised Statutes, is 

amended to read as follows: 

"188-333 Election of retirement allowance option. (a) 

Upon retirement: 

(1) Any claes 11 member may elect to receive the maximum 

retirement aLlowance to which the member is entitled, 

computed in accordance with the provisions described 

under section 88-332, 88-335, or 88-337, and if the 

member slecta to receive the maximum retirement 

allowance, in the event of the retirant *s 

death, there shall be paid to the I-I 

retirant's designated beneficiary, or otherwise to the 

[ W l  the retirant's estate, the difference 

between 1 & 1 ~  

HB1291 SD2 LRB 07-3981.d~~ 
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(A) The balance of the member's accumulated - 
contributions at the time of the member's 

retirement; - and [4&el 

IBI The retirement allowance and the past xetirement - -  
5 allowances paid ox payable to the [-I 

6 retirant prior to death; or 

7 {2) In lieu of the maximum allowance to which the member 

8 is entitled, computed in accordance with the 

9 pxovisions described under section 88-332, 88-335, or 

88-337, the member may elect to receive the member's 

retirement allowance under any one of the options 

described in section 88-83, which shall be actuarially 

equivalent to the maximum allowance. 

To receive benefits, the beneficiary shall have been 

designated by the member in the form and manner prescribed by 

the board. 

(b) If a class H member dies after the date of the filing 

of the member's written application to retire but prior to the 

retirement date designated by the membez, and1~f  if the member 

was eligible to retire on the date of the member's death, the 

member's designated beneficiary, or otherwise the personal 

representative of the member's estate, may elect to receive 
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1 either the death benefit under section 88-338 or the allowance 

2 under the option selected by the member that would have been 

3 payable had the member retired. The effective date of the 

4 memberfs retirement shall be the first day of a month, except 

5 for the month of December when the effective date of retirement 

6 may be on the first or last day of the month, and shall. be no 

7 earlier than the later of thirty days from the date the member's! 

8 retirement application was filed or the day following the 

9 menibex's date of death. The election may not be made if, at the 

10 time of the member's death, there are individuals who are 

11 eligible to receive death benefits under section 88-339 who have 

12 made a claim for the benefits; provided that, if the designated 

13 beneficiaxy is an individual eligible to receive benefits under 

'14 section 88-339, the tlesiqnated beneficiary may receive benefits 

pursuant to an election made under this section pending 

disposition of the claim for benefits under section 823-3353, If 

death benefits are payable under section 88-339, the death 

benefits shall be in lieu of any benefits payable pursuant to 

this section. 

(c) If a retirant dies within one year aftex the date of 

retirement, the retirant's designated beneficiary may elect to 

receive either the death benefit under the retirement allowance 
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option selected by the [-I retirant or the benefits that 

would have been paid under section 88-338 had the retirant died 

immediately prior to retirement, lesis any payments received by 

the retfrtmtl-i-1; provided that the designated beneficiary may 

not elect to receive benefits under option 2 of section 88-83 if 

the retirant would not have been permitted by applicable law ox 

by the rules of the board to name the designated beneficiary as 

beneficiary under option 2. 

(dl Upon a member's retirement: 

(1) The member's election of a retirement allowance option 

shall be irrevocable; and 

( 2 )  The member's designation of a beneficiary shall be 

irrevocable if the retirement allowance option elected 

by the member i s  : 

(A) Option 2 or 3 described in section 88-83; 

( B f  An option that includes option 2 or 3 in 

combination with some athex form of benefit 

payment; or 

( C )  Any other option for which the actuarial 

equivalent of the option to the maximum 

retirement allowance is determined at the time of 

the member's retirement based in whole or in part 
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on the age of the member1# designated 

beneficiary. 

(e) No election by a member under this section shall take 

effect unless: 

(1) The spouse or reciprocal beneficiary of the member is 

furnished written notification that: 

(A] Specifies the retirement date, the benefit option 

selected, and the beneficiary designated by the 

member ; 

lY3f Provides information indicating the effect of the 

election; and 

fC1 Is aetermined adequate by rules adopted by the 

board in accordance with chapter 91; 

( 2 )  The member selects option 2 or option 3 under section 

88-83 and designates the spouse or reciprocal 

beneficiary as the beneficiary; or 

( 3 )  It is established to the satisfaction of the board 

that the notice required under paragraph (1) cannot be 

provided because: 

(A) There is no spouse ar reciprocal beneficiary; 

(B) The spouse or reciprocal beneficiary cannot be 

located; 
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fC)  The member has failed to notify the system that 

the member has a spouse or reciprocal 

beneficiary, or has failed to provide the aystem 

with the name and addreas of the member's spouse 

or reciprocal beneficiary; or 

(Dl Of other reasons, as established by board rules 

adopted in accordance with chapter 92. 

Any notice provided to a spouse or reciprocal beneficiary, 

or determination that the notification of a spouse or reciprocal 

beneficiary cannot be provided ahall be effective only with 

respect to that spouse or reciprocal beneficiary. The system 

shall rely upon the representations made by a member as to 

whether the member has a spouse or reciprocal beneficiary and 

the name and address of the member's spouse or reciprocal 

beneficiary. [y kc  f ~ l -  

-1 

(£1 Each me&ex, within a reasonable period of time before 

the member's retirement date, shall be provided a written 

explanation of: 

(I) The terms and conditions of the various benefit 

options; 
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( 2 )  The rights of the member's spouse or reciprocal 

beneficiary under subsection fe) to be notified of the 

member's election of a benefit option; and 

( 3 )  The member's right to make, and the effect of, a 

revocation of an election of a benefit option. 

(gf The system shall not be liable for any false 

statements made to the system by the member ox by the member's 

employer. 

fh) The increase in the retirant's benefit under options 

2, 3, and, if applicable, 4, described in section 88-83, upon 

the death of the retirant's designated beneficiary shall be 

effective the first day of the month following the date of death 

of the designated beneficiary. The retirant shall. notify the 

system in writins and provide a certified copy of the 

beneficiary's death certificate. The system shall make 

retroactive benefit payments to the retirant, not to exceed six 

months from the date the written notification and the certified 

copy of the death certificate are received by the system. The 

retroactive payments shall be without interest. 

fi)  A claim under this section by a retirant's or memberis 

beneficiary for benefits upon the death of a retfrant or member 
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shall be filed no later than three years from the date of the 

retirant's or member's death." 

SECTION 24. Section 88-334 ,  Wawaii Revised Statutes, is 

amended by amending subsection (bf to read as follows: 

"Ifof  Upon approval by the board, the member shall receive 

an ordinary disability retirement benefit no earlier than thirty 

days from the date the application was filed or the date the 

member terminated service, whichever is later. I-] 

member whose application for an ordinary disability retirement 

allowance is approved by the board while the member 1s atill in 

service may terminate service and retire at any lime following 

the approval; provided that retirement shall become effective on 

the first day of [;il the month[pl following the month the 

mlicant terminates employment ax goes off the payroll, except 

for the month of December when retirement on tbe first or last 

day of the month shall be allowed,n 

SECTION 25. Section 88-336, Bawaii Revised Statutes, is 

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

* ( a )  Upon application of a class H member, or the person 

appointed by the family court as guardian of an incapacitated 

member, any class B member who has been permanently 

incapacitated for duty as the natural and proximate xesult of an 
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accident occurring while in the actual performance of duty at 

some definite time and place, or as the cumulative result of 

some occupational hazard, through no wilful negligence on the 

member's part, may be retired by the board for service-connected 

disability; provided that: 

(1) In the case of an accident occurring after July 1, 

1963, the employer shall file with the system a copy 

of the employc;xls report of the accident submitted to 

the director of labor and industrial relations; 

( 2 )  An application for retirement is filed with the system 

within two years of the date of the accident, or the 

date upon which workers' compensation benefits cease, 

whichever is later; 

13) Certification is made by the head of the agency in 

which the member is employed, stating the time, place, 

and conditions of the service performed by the member 

resulting in the member's disability and that the 

disability was not the result of wilful negligence on 

the part of the member; and 

(4) The medical board certifies that the member is 

incapacitated for the further performance of duty at 
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the time of application and that the member's 

incapacity is likely to be permanent." 

SECTION 26. Section 88-338, Hawaii Revised Statutes, is 

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

" ( a )  Upon receipt by tfre system of pxopex proof of a class 

H me&er1a death occurring in service or while on authorized 

leave without pay and if no pension is payable under section 

88-339, there shall be paid to the member's deasgnated 

beneficiary an ordinary death benefit as follows: 

(11 If the member had less than five years of credited 

service at the time of death, the memberis accumulated 

contributions shall be paid to the memberSs designated 

beneficiary ; 

(2) If the member had five or more years of credited 

service at the time of death, an amount equal to the 

member3s hypothetical account balance shall be paid to 

the member's designated beneficiary; 

(3) If the member had ten or more years of credited 

service at the time of death, the membex'e designated 

beneficiary may elect to receive in lieu of any other 

payment provided in this section, the allowance that 

would have been payabfe as if the member had retired 
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on the first day of a month following the member's 

death, except for the month of December when 

retirement on the first or last day of the month shall 

be allowed. Benefits payable under this paragraph 

shall be calculated under option 3 of section 88-83 

and computed on the basis of section [sB-33LF;-] 88-332, 

unreduced for age; or  

14) Xf the member was eligible for service retirement at 

the time of death, the member's designated beneficiary 

may elect to receive in lieu of any other payment 

provided in this section, the allowance that would 

have been payable as if the member had retired on the 

first day of a month following the member's death, 

except f o r  the month of December when retirement on 

the f i r s t  or last day of the month shall be allowed. 

Benefits payable under this paragraph shall be 

calculated under option 2 of section 8 8 - 8 3 i ~ 3  - and 

computed on the basis of section 88-332." 

SECTLOB 27. Section 88-342 ,  Hawaii Revised Statutes, is 

amended by amending subsection ( a ]  to read as follows: 

n f a )  When a former class B member who does not have vested 

benefit status returns to service, the former member shall 
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become a member in the same manner and under the same conditions 

as anyone first entering service and, except as provided in 

subsection (b), to be eligible for any benefit, the member sha2l 

fulfill the membership service requirements for the benefit 

through membership service after again becoming a member in 

addition to meeting any other eligibility requirement 

established for the benefit; provided that the membership 

service requirement shall be exclusive of any former service 

acquired in accordance with section 88-324 or any other section 

in [&&&el part171 XI, VII, or VIII. 

SECTXOS 28. Section 88-344, Hawaii Revised Statutes, is 

amended to read as follows: 

"$88-344 Return t o  sereice of a retirant. (a) Any 

retirant who retired under the provisions of f- 

ehp&s] this part and returns to service requiring active 

membership in the system as a class B member shall be reenrolled 

as an active member, and the retirant's retirement allowance 

shall be suspended. When the member again retires, the 

retirement allowance ahall be the sum of: 

(1) The allowance to which the member was entitled under 

the retirement allowance option selected when the 

member previously retired and which was suspended; and 
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(21 For the period of service during the member8@ 

reemployment, the allowance to which the member is 

entitled for that service based on the retirement 

allowance option initially selected and computed Tor 

the me&ex8s age, average final compensation, and 

other factors in accozdance with the benefit formula 

of a class H member under section 88-332 in existence 

at the time of the member's final retirement. 

(b) Any retirant who retixed under Z-I 

pxcrvisions of this part and returns to service requiring active 

membership in the system as a class A or class B member shall be 

reenrolled as an active member, and the retirant's retirement 

allowance shall be suspended. When the member again retires, 

the retirement allowance shall be the sum of: 

(1) The allowance to which the member was entitled under 

the retirement allowance option selected when the 

member previousLy retired and which was auspended; and 

(21 For the period of service during the member's 

reemployment, the allowance to which the member is 

entitled for that service based on the retirement 

allowance option initially selected and computed for 

the member's age, average final compensation, and 
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other factors in accordance with the benefit formula 

of a class A or class B member under sectidn a8-74 in 

existence at the time of the memberis final 

retirement. 

(c) m y  retirant who recefved the special retirement 

incentive benefit under Act 253, Session Laws of Hawaii 2000, - as 

amended by Act 131, Session Laws oh Hawaii 2062, and is 

reemployed by the State or a county in any capacity shall: 

(If Have the retirant's retirement allowance suspended; 

( 2 )  Forfeit the special retirement incentive benefit and 

any related benefit provided by [&ag&=r 88;] this 

chapter; and 

(31 Be subject to the age and service requirements under 

section 88-331 when the member again retires, 

(dl If a retirant's designation of beneficiary was 

irrevocable upon the retirant's initial retirement, the retirant 

may not change the retirant's designated beneficiary when the 

retirant returns to service or when the former retirant again 

retires. 

(el A retirant who returns to service shall not be 

considered to be "in service4, for the purposes of section 

88-334, 88-336, 88-338, or 88-339, or any other provision of 



q Page 74 1291 H.6. NO H."*l S.D. 2 

this chapter providing for benefits arising out of the 

disability or death of a member. A retirant who returns to 

service and dies during the period of reemployment shall be 

considered to have retired again effective a8 of the first day 

of the month following the month in which the death occurs, 

except for death during the month of December when the effective 

date of retirement may be the last day of the month. 

[Se-f-I (f) The board shall adopt any rules as may be 

required to administer t-f this section. 

SECTION 29. SectSon 88-72, Hawaii Revised Statutes, is 

repealed. 
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SECTION 30. Statutory material to be repealed is bracketed 

and stricken. New statutory material is underscored. 

SECTION 31. This Act  shall take effect on July 1, 2007; 

provided that sections XI, 12, and 24 shall be effective 

retroactive to July 1, 2006, 



1291 

H.B. NO H-Dvl s.D. 2 

APPRQVEDthis 2 7  dayof JUN ,2007 


