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Honolulu, Hawaii 

MAR 02  2012 
RE : S.B. No. 2424 

S.D. 2 

Honorable Shan S. Tsutsui 
President of the Senate 
Twenty-Sixth State Legislature 
Regular Session of 2012 
State of Hawaii 

Sir: 

Your Committee on Ways and Means, to which was referred S.B. 
No. 2424, S.D. 1, entitled: 

"A BILL FOR AN ACT RELATING TO PROFESSIONAL EMPLOYER 
ORGANIZATIONS , 

begs leave to report as follows: 

The purpose and intent of this measure is to facilitate the 
implementation of the professional employer organization law 
established by Act 129, Session Laws of Hawaii 2010. 

More specifically, this measure: 

(1) Establishes the professional employer organization 
special fund; 

(2) Gives additional powers and duties to the Director of 
Labor and Industrial Relations regarding the 
registration and regulation of professional employer 
organizations; 

(3) Amends definitions in chapter 373L, Hawaii Revised 
Statutes, for the purpose of consistency; 

(4) Amends bond level requirements for professional employer 
organizations; 

(5) Repeals chapter 373K, Hawaii Revised Statutes, relating 
to professional employment organizations; 
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( 6 )  Incorporates an existing general excise tax exemption 
into chapter 373L, Hawaii Revised Statutes, relating to 
professional employer organizations; and 

(7) Appropriates funds to the Department of Labor and 
Industrial Relations. 

Written comments in support of this measure were submitted by 
the Department of Labor and Industrial Relations. Written 
comments on this measure were submitted by the Department of 
Budget and Finance, the National Association of Professional 
Employer Organizations, and the Employer Services Assurance 
Corporation. 

Your Committee finds that Act 225, Session Laws of Hawaii 
2007, established chapter 373K, Hawaii Revised Statutes, relating 
to professional employment organizations. The main purpose of Act 
225 was to provide a general excise tax exemption for these 
organizations. Your Committee also finds that Act 129, Session 
Laws of Hawaii 2010, established chapter 373L, Hawaii Revised 
Statutes, relating to professional employer organizations, which 
provided registration requirements for professional employer 
organizations in Hawaii. Although the registration requirements 
went into effect on July 1, 2011, amendments to the existing 
statutes are needed before the Department of Labor and Industrial 
Relations can fully implement the law. Your Committee further 
finds that chapters 373K and 373L, Hawaii Revised Statutes, 
address the same type of entities, although professional employer 
organization is the correct term. 

Your Committee believes that two chapters in the Hawaii 
Revised Statutes on the same subject are unnecessary, and that 
this measure will eliminate duplicative provisions relating to 
professional employer organizations and facilitate the 
implementation of the professional employer organization law, as 
established by,Act 129, Session Laws of Hawaii 2010. 

Your Committee has amended this measure by: 

(1) Clarifying that the Department of Labor and Industrial 
Relations is authorized to impose penalties rather than 
fines ; 
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(2) Clarifying that, upon adoption of rules pursuant to 
chapter 91, Hawaii Revised Statutes, the Director of 
Labor and Industrial Relations shall collect 
registration fees from professional employer 
organizations and registrants; 

( 3 )  Replacing the registration fees with unspecified 
amounts ; 

(4) Clarifying the method for calculating the number of 
covered employees of a professional employer 
organization; 

( 5 )  Making a conforming amendment to the definition of 
"leased employeell under section 2093-2, Hawaii Revised 
Statutes ; 

( 6 )  Clarifying the protocol for the acceptance of electronic 
filings; 

(7) Clarifying bonding requirements to specify that bonds 
must be issued by an A-rated surety, rather than a 
federally-insured lending institution; 

(8) Replacing the amount of funds appropriated to the 
Department of Labor and Industrial Relations with an 
unspecified amount; 

(9) Adding a savings clause; and 

(10) Making technical nonsubstantive amendments for the 
purposes of consistency, clarity, and style. 

As affirmed by the record of votes of the members of your 
Committee on Ways and Means that is attached to this report, your 
Committee is in accord with the intent and purpose of S.B. 
No. 2424, S.D. 1, as amended herein, and recommends that it pass 
Third Reading in the form attached hereto as S.B. No. 2424, 
S.D. 2. 
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Respectfully submitted on 
behalf of the members of the 
Committee on Ways and Means, 

DAVID Y .- Chur 
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