MINUTES OF THE MEETING OF THE
ADMINISTRATIVE AND AUDIT COMMITTEE OF THE BOARD OF TRUSTEES OF THE
EMPLOYEES’ RETIREMENT SYSTEM OF THE STATE OF HAWAII

JULY 1, 2021

CITY FINANCIAL TOWER
201 MERCHANT STREET, SUITE 1200
HONOLULU, HAWAII 96813

Trustees present: Dr. Genevieve Ley, Chair
(by teleconference) Mr. Bennett Yap, Vice Chair
Mr. Craig Hirai

Trustee absent: Mr. Jerome Rauckhorst
Staff present: Mr. Thomas Williams, Executive Director (in person)
(City Financial Tower Ms. Elizabeth Burton, Chief Investment Officer
by teleconference) Ms. Donna Curry, Program Specialist (in person)

Mr. Bart Asato, Program Specialist

Ms. Shanna Sakagawa, Program Specialist
Ms. Dale Kehau Kanae, Recording Secretary
Ms. Lori Kim, Secretary

Attorney present: Mr. Ivan Torigoe, Deputy Attorney General
(by teleconference) Ms. Elmira Tsang, Deputy Attorney General
Ms. Diane Wong, Deputy Attorney General

QUORUM/CALL TO ORDER A quorum being present (Chair Ley, Vice Chair Yap, and Trustee Hirai),
Chair Ley called the meeting of the Administrative and Audit
Committee (Committee) of the Board of Trustees (Board) of the
Employees’ Retirement System of the State of Hawaii (ERS) to order at
3:00 p.m.

On a motion made by Vice Chair Yap, seconded by Trustee Hirai, and
unanimously carried, the Committee voted to hold a meeting closed to
the public and allow Trustees to participate by teleconference or other
remote meeting technology, pursuant to the Governor of the State of
Hawaii’s Twenty-First Proclamation Related to the COVID-19
Emergency, dated June 7, 2021, in order to implement social distancing
measures.

PUBLIC COMMENT Chair Ley called for public comment. There were no members of the
public present by teleconference, therefore no public comments. There
was also no written public testimony received for this Committee

meeting.
PROPOSED REVISIONS TO Program Specialist (PS), Bart Asato provided an oral and written report
FORMS FOR HAWAI to the Committee and discussed substantive changes made to the Hawaii
DOMESTIC RELATIONS Domestic Relations Orders, Pre-Retirement (Form ERS-300) and Post-
ORDERS, PRE-RETIRMENT Retirement (Form ERS-301) as presented.
(FORM ERS-300) AND POST-
RETIREMENT (FORM ERS On a motion made by Vice Chair Yap, seconded by Trustee Hirai, and
301) unanimously carried, the Committee accepted the revisions to the

Hawaii Domestic Relations Orders, Pre-Retirement (Form 300) and Post



REVIEW OF UPDATED
AMENDMENTS TO HAWAII
ADMINISTRATIVE RULES (HAR)
TITLE 6:

A. HAR CHAPTER 6-20, TO
UPDATE DEFINITIONS,
INCREASE TIME FOR ACTION
ON RULE CHANGE PETITIONS;
DISCLOSURE OF INFORMATION
TO ALTERNATE PAYEES
RELEVANT TO DIVORCE
PROCEEDINGS; CLARIFY
PROCEDURES FOR PETITIONS
FOR RULE CHANGES OR
DECLARATORY RULINGS;
UPDATE STATUTORY
REFERENCES;

B. HAR CHAPTER 6-21, TO
ADDRESS SERVICE CREDIT FOR
FRACTIONAL MONTHS OF
EMPLOYMENT, AND TEACHERS
ON MODIFIED SCHOOL
SCHEDULES; CONVERSION OF
SICK LEAVE CREDITS WHEN
MEMBER RETIRES OR
TERMINATES IN GOOD
STANDING; TYPOGRAPHICAL
CORRECTIONS;

C. HAR CHAPTER 6-22, TO USE A
“DESIGNATED ENTITY”
ALTERNATIVE TO MEDICAL
BOARD PER ACT 17, 2017
SESSION LAWS OF HAWAII
(ACT 17); UPDATE AND
CLARIFY DEFINITIONS AND
PROCEDURES FOR DISABILITY
RETIREMENT AND DEATH
BENEFITS CERTIFICATIONS
AND FINDINGS;

D. HAR CHAPTER 6-23,
SUBCHAPTERS 1 AND 2, TO
UPDATE RULES FOR
CONTESTED CASE HEARINGS
ON DISABILITY RETIREMENT
AND ACCIDENTAL DEATH
BENEFITS, TO USE A
“DESIGNATED ENTITY”
ALTERNATIVE TO MEDICAL
BOARD PER ACT 17, 2017
SESSION LAWS OF HAWAII,
HAVE “THE ERS SYSTEM”
(EXECUTIVE DIRECTOR)
HANDLE PRELIMINARY
DECISIONS ON APPLICATIONS
FOR SUCH BENEFITS; UPDATE

Retirement (Form ERS-301) as submitted and will be recommending it
for approval by the Board.

Program Specialist (PS), Donna Curry provided an oral and written
report to the Committee on Acceptance of Finalized Drafts to the
Proposed Hawaii Administrative Rules (HAR) Title 6.

PS Curry reviewed the amendment process of the HAR Title 6 with the
Committee discussing the various proposed drafts to HAR Chapters 6-
20, 6-21, 6-22, and 6-23 that was accepted by the Committee and
approved by the Board. The Board, however, at its meeting of May 11,
2021, requested a final review of all Chapters by the Committee and
again by the Board before proceeding to a Public Hearing. In doing so,
staff reviewed all Chapters and additional changes have been made to
Chapter 6-21 as submitted. Staff, therefore, is requesting the Committee
accept the changes to Chapter 6-21 with a recommendation to the Board
for approval.

On a motion made by Vice Chair Yap, seconded by Trustee Hirai, and
unanimously carried, the Committee accepted the changes to HAR Title
Chapter 6-21, as submitted and will be recommending it and Chapters 6-
20, 6-22, and 6-23 for final approval by the Board. (A copy of the
amended Chapter 6-21 is attached for clarification).



DEFINITIONS CONSISTENT

WITH HAR CHAPTERS 6-20 AND

6-22; CLARIFY USE OF
HEARINGS OFFICERS; UPDATE
CONTESTED CASE
PROCEDURES

TRUSTEE ELECTION UPDATE

SUBMITTED FOR THE
COMMITTEE’S
INFORMATION

APPROVAL OF MINUTES
-MAY 7,2021

ENTER EXECUTIVE SESSION

APPROVAL OF EXECUTIVE
SESSION MINUTES
- MAY 7, 2021

EXIT EXECUTIVE SESSION

ADJOURNMENT

REDACTED SIGNATURE

Thomas Williams
Executive Director

TW:dkik

Executive Director (ED) Thomas Williams provided the Committee with
an update on the Trustee Election of the Teacher Board seat as the
current incumbent Catherine Chan’s term is ending on January 1, 2022.
Trustee Chan will be running for re-election and a second candidate,

Ms. Lynne Wilkens, nominated by the University of Hawaii Professional
Assembly, will also be in the running.

ED Williams reported to the Committee that through a Request for
Proposal process, the awarded vendor for the contract is KMH LLP for
an amount of $77,600. ED Williams further discussed the remaining
timeline of the process: review of signatures of petitioners, printing of
election materials, mailing of the ballots, letters to be sent to Union
organizations requesting a total of three representatives to oversee
tallying of the ballots, and deadline of the ballots to be received. The
results will be presented to the Board at their meeting of December 13,
2021.

ED Williams discussed a letter submitted for the Committee’s
information from our Deputy Attorney General (DAG) Elmira Tsang to
KPMG, LLP regarding an audit of the financial statements of the
Employees’ Retirement System as of June 30, 2020. The letter responds
that the DAG is not aware of any matters regarding pending or
threatened litigation excluding unasserted claims and assessments.

On a motion made by Vice Chair Yap, seconded by Trustee Hirai, and
unanimously carried, the Committee approved the minutes of the May 7,
2021, meeting as presented.

On a motion made by Vice Chair Yap, seconded by Trustee Hirai, and
unanimously carried, the Committee entered into Executive Session at
3:27 p.m.

(Public participation concluded by ending the teleconference link.)

On a motion made by Vice Chair Yap, seconded by Trustee Hirai, and
unanimously carried, the Committee exited Executive Session at
3:27 p.m.

On a motion made by Vice Chair Yap, seconded by Trustee Hirai, and
unanimously carried, Chair Ley adjourned the meeting at 3:28 p.m.
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HAWAII ADMINISTRATIVE RULES
TITLE 6
DEPARTMENT OF BUDGET AND FINANCE
EMPLOYEES' RETIREMENT SYSTEM

CHAPTER 21

SERVICE CREDIT: EXCLUSION FROM MEMBERSHIP
OF CERTAIN EMPLOYEES

Subchapter 1  Claim as Prior Service Credit for Service as a
Legislator Rendered Prior to July 1, 1951

86-21-1 Filing of claim and enroliment
§6-21-2 Retirement

Subchapter 2  Computation of One Year of Service

§6-21-3 Applicability

86-21-4 Fractional month of employment

86-21-5 General employees

86-21-6 Teachers of the Department of Education and State Public
Charter School Commission

86-21-7 Elected officials

§6-21-8 Part-time employees

86-21-8.1  Average final compensation

Subchapter 3 Conversion of Unused Sick Leave to Additional
Service Credit

86-21-9 Unused sick leave defined
§6-21-10 Limitations

86-21-11 Conversion rate

§6-21-12 Certification

Subchapter 4  Exclusion from Membership of Certain Employees
§6-21-13 Scope

§6-21-14 Employees excluded from membership
86-21-15 Acquisition of service credit by excluded employees
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§6-21-1

Historical Note: Subchapter 1 of this chapter is based substantially
on Procedural Rules Relating to Claim of Prior Service Credit for
Service as a Legislator Rendered Prior to July 1, 1951, Employees’
Retirement System of the State of Hawaii. [Eff 6/15/70; R 11/9/81]

SUBCHAPTER 1

CLAIM OF PRIOR SERVICE CREDIT FOR SERVICE AS A
LEGISLATOR RENDERED PRIOR TO JULY 1, 1951

86-21-1 Filing of claim and enroliment. Upon receipt of a claim
for service as a legislator rendered to July 1, 1951, and upon verification
of the service, the claimant shall be enrolled as a member of the system.
[Eff 11/9/81; comp 2/9/89] (Auth: HRS §888-28, 88-52) (Imp: HRS §88-
52)

86-21-2 Retirement. Any legislator or former legislator who has
been enrolled as a member in accordance with section 6-21-1 shall be
retired in accordance with sections 88-73 and 88-74, Hawaii Revised
Statutes. [Eff 11/9/81; am and comp 2/9/89] (Auth: HRS 8888-28, 88-52)
(Imp: HRS 888-52)

Historical Note: Subchapter 2 of this chapter is based substantially
on Procedural Rules Relating of the Employees’ Retirement
System of the State of Hawaii Relating to the Computations of One
Year of Service [Eff 6/15/70; R 11/9/81]

SUBCHAPTER 2
COMPUTATION OF ONE YEAR OF SERVICE

86-21-3 Applicability. This subchapter shall apply in
determining how much service in any year is equivalent to a year of
service for members classified as general employees in section 88-102,
Hawaii Revised Statutes, for members classified as teachers in section 88-
102, Hawaii Revised Statutes, for elected officials and part-time
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§6-21-7

workers who are included in the membership of the system. [Eff 11/9/81,
comp 2/9/89] (Auth: HRS §888-28, 88-50) (Imp: HRS §888-50)

86-21-4 Fractional month of employment. A fractional month
of employment resulting from initial employment, termination of
employment, death, suspension or leave of absence without pay, shall be
considered one full month of service if the employee was paid or_on paid
status for at least one-half of the month. [Eff 11/9/81; comp 2/9/89; am
and com ] (Auth: HRS §888-28, 88-50) (Imp: HRS §88-50)

86-21-5 General employees. (a) For general employees, twelve
full months of employment shall be considered one year of service.

(b) A fractional month of employment shall be considered one full
month of service, if it meets the requirements of section 6-21-4. [Eff
11/9/81; am and comp 2/9/89] (Auth: HRS 8888-28, 88-50) (Imp: HRS
§88-50)

86-21-6 Teachers of the Department of Education and the
Hawaii Public Charter School Commission. (a) For employees classified
as teachers, a year of service shall be computed on the basis of a
school year. If service is terminated earlier through death or retirement,
service shall be computed to the date of death or retirement.

(b) For traditional school year schedules, a fractional month
of employment shall be considered one full month of employment if it
meets the requirements of section 6-21-4; provided that if absences
without pay total two and one-half months or more in any one semester,
one additional month shall be excluded in computing a year of service.

(© For other school schedules, a fractional month of
employment shall be determined on the basis of teacher days worked
and paid during the official school year. [Eff 11/9/81; am and comp
2/9/89] (Auth: HRS §888-28, 88-50) (Imp: HRS 888-50)

86-21-7 Elected officials. (a) For elected officials, any twelve
months of service in the office to which they were elected or appointed
shall be considered a year of service. For legislators, computation of a
year of service shall commence from the day they are elected or
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§6-21-7

appointed. For all other elected officials, computation shall commence
from the day they take office.

(b) A fractional month in office shall be treated in the same
manner as a fractional month of employment provided for in section
6-21-4. [Eff 11/9/81; am and comp 2/9/89] (Auth: HRS §888-28, 88-50,
88-52) (Imp: HRS 8888-50, 88-52)

86-21-8 Part-time employees. (a) For an employee to be
eligible for membership in the system, employers shall establish the part-
time employee position with one full-time equivalence and base pay, and
the part-time employee must meet the minimum of fifty percent (50%) full-
time equivalence.

(1) Employers shall designate and report eligible part-time
employees at a minimum of fifty percent (50%) full-time
equivalence or greater.

(2) Employers shall convert hourly-paid employees to a
percentage of full-time equivalence for the position.

(3) Employers shall determine and report a full-time
equivalence base pay compensation rate for part-time
hourly-paid employees consistent with a bargaining unit
salary schedule:

a. Annual Compensation: Hourly Rate x 2080 = Annual
Base Salary

b. Monthly Compensation:Hourly Rate x 2080 + 12 =
Monthly Base Salary

(4) For part-time employees who are included in the
membership of the system, twelve months of part- time
service shall be considered a year of service for eligibility
purposes.

(b) If an employee has service comprised of periods including
both part-time and full-time employment, the part-time service shall be
converted to full-time equivalent service or vice-versa, for the purpose of
determining average final compensation and the retirement allowance
payable. Whatever method of conversion is used, the part-time or full-
time service shall conform to the same basis of part-time or full-time
salary used to determine average final compensation; provided that if the
employee is employed on the same part-time basis throughout the
member’s membership, no conversion to full-time equivalent is required
and the average final compensation shall be based on the part-time
salary.

(c) A fractional month of employment shall be considered a
month of part-time service if it meets the requirement of section 6-21-4.
[Eff 11/9/81; am and comp 2/9/89] (Auth: HRS 8888-28, 88-50) (Imp:
HRS §88-50)
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86-21-8.1 Average final compensation. (a) For the purpose of
computing average final compensation, a year of credited service means
a period of twelve consecutive months of service; provided that if a
fraction of a month is considered a full month of service, the actual
compensation, pay, or salary paid for the month shall be used in the
computation.

(b) For the purpose of computing final compensation under the
provisions of 86-21-6 for teachers of the Department of Education and
the Hawaii Public Charter School Commission, a year of credited service
means a period of twelve consecutive months of service as determined
on the basis of traditional school year schedules under 86-21-6(b) or
other school schedules under 86-21-6(c). [Eff and comp 2/9/89; am and
comp ] (Auth: HRS §888-28, 88-50) (Imp: HRS 8888-50, 88-81)

Historical Note: Subchapter 3 of this chapter is based substantially
on Procedural Rules Relating to the Conversion of Unused Sick
Leave to Additional Service Credit, Employees’ Retirement System
of the State of Hawaii [Eff 8/4/75; R 11/9/81]
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§6-21-11

SUBCHAPTER 3

CONVERSION OF UNUSED SICK LEAVE TO
ADDITIONAL SERVICE CREDIT

86-21-9 Unused sick leave defined. Unused sick leave means
the number of working days of sick leave which has been accumulated by
the member in accordance with existing statutes, rules, regulations or
collective bargaining agreements, and which remains unused at the time
the member retires or terminates service. [Eff 11/9/81; am and comp
2/9/89] (Auth: HRS 888-28) (Imp: HRS §88-63)

86-21-10 Limitations. (a) Unused sick leave shall be converted
to additional service credit only if the member has at least sixty days of
that leave for each term of membership service at the time the member
retires or terminates service.

(b)  Additional service credit derived from the conversion of
unused sick leave shall be used only for the purpose of computing
retirement allowances and shall not be used to meet any length of service
requirement, such as eligibility for retirement, the election of mode of
retirement or for establishing vested benefit status.

(©) The conversion of unused sick leave to additional service
credit shall apply only to members retiring or terminating service in good
standing after July 1, 1975 as determined and reported to the system by
the member’s employing agency. [Eff 11/9/81; am and comp 2/9/89; am
and comp ] (Auth: HRS §888-28, 88-63) (Imp: HRS §88-63)

86-21-11  Conversion rate. (a) Unused sick leave accumulated
other than on the basis of working days shall be converted into working
days at the rate of one working day for each eight hours, or in the case of
firefighters who are employed on twenty-four hour work shifts, at the rate
of two and one-tenth working days for each working shift.

(b) For the purpose of computing retirement allowance, unused
sick leave shall be converted into additional service credit at the rate of
one additional month of service for each twenty days of sick leave with
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§6-21-11

any remaining balance of ten or more days being equal to another
additional month of service. [Eff 11/9/81; am and comp 2/9/89] (Auth:
HRS §888-28, 88-63) (Imp: HRS 888-63)

86-21-12  Certification. On such form as may be prescribed by
the system, or on such form as is being used by the employing agency,
the agency responsible for the maintenance of sick leave records shall
certify the amount of unused sick leave at the time of retirement or
termination of service of the member. [Eff 11/9/81; am and comp 2/9/89]
(Auth: HRS 8888-28, 88-63) (Imp: HRS 888-63)

Historical Note: Subchapter 4 of this chapter is based substantially
on Rules Relating to the Exclusion from Membership of Certain
Employees, Employees’ Retirement System of the State of Hawaii
[Eff 8/25/73; R 11/9/81].

SUBCHAPTER 4
EXCLUSION FROM MEMBERSHIP OF CERTAIN EMPLOYEES

86-21-13  Scope. This subchapter shall govern the exclusion
from membership in the system of certain classes of employees who are
employed on a part-time or short-term basis and members of the
legislature who do not elect to be members of the system. [Eff 11/9/81;
am and comp 2/9/89] (Auth: HRS 888-28) (Imp: HRS §88-43)

86-21-14 Employees excluded from membership. The following
classes of employees shall be excluded from membership in the system:

(@B Persons employed by the legislature or any committee
thereof; except that legislative employees employed on a full-
time basis during and between sessions and any member of
the system on leave of absence to be employed by the
legislature during any legislative session shall be included in
the membership of the system as provided in




)

3)
(4)
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§6-21-15

sections 88-21 and 88-54, Hawaii Revised Statutes;
Persons employed on short-term or temporary appointments
of three months or less;

Persons employed as substitute teachers;

Persons employed in part-time positions in adult education
and evening class programs;

Persons in any position requiring less than one-half of full-
time employment, including but not limited to, lecturers
teaching less than seven credit hours per semester at
baccalaureate colleges of the University of Hawaii and
lecturers teaching less than eight credit hours per semester
in the community colleges of the University of Hawaii;
Graduate assistants of the University of Hawaii;

Persons employed in any position where employment is
casual or intermittent and the percentage of full-time
equivalence is indeterminate; provided that after at least
three months, any person whose employment has been
determined to average twenty or more hours per week shall
be included in the membership of the system;

Members of the legislature who do not elect to be members
as provided in section 88-42, Hawaii Revised Statutes; or
Students, including graduate school students, employed as
student helpers, student hires, student aides, summer
student law clerks, college student interns, or in similar non-
permanent positions. [Eff 11/9/81; am and comp 2/9/89]
(Auth: HRS 888-28) (Imp: HRS §888-21, 88-43)

86-21-15  Acquisition of service credit by excluded employees.
(@) A member shall not be eligible for service credit for any period of
service as an employee excluded from membership in the system.

(b)

A member who rendered service in the armed forces of the

United States during the period 1941-1949 who was employed by the
Territory or a county at the time of induction into the armed forces but was
not included in the membership of the system, and who returned to
employment by the Territory or a county shall be eligible to purchase
service credit not to exceed four years for the period of military service
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between 1941-1949, if the member returned to employment with the
Territory or a county within five years after discharge from the armed
forces. [Eff and comp 2/9/89] (Auth: HRS 888-28) (Imp: HRS §88-43,
88-51(8))
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