STAND. COM. REP. No.ldlqs

Honolulu, Hawaii

MAR 0 4 2016
RE: S.B. No. 2544
§.D. 2

Heoncrable Ronald D. Kouchi
President of the Senate
Twenty-Eighth State Legislature
Regular Session of 2016

State of Hawaii

Sir:

Your Committee on Ways and Means, to which was referred S.B.
No. 2544, 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 ensure
sufficient revenues to fund the costs to regulate procfessional
employer organizations.

More specifically, this measure statutorily increases the
fees imposed upon professional employer organizations.

Your Committee received written comments in suppcrt of this
measure from the Department of Labor and Industrial Relations.

Your Committee received written comments in oppeosition to
this measure from ALTRES, Inc.; Hawali Human Rescurces, Inc.; and
National Association of Professional Employer Organizations.

Your Committee received written comments on this measure from
ProService Hawailil. ‘

Your Committee finds that the fees imposed upon professional
employer organizations are intended to generate sufficient
revenues to entirely fund the cost to regulate professional
employer organizations.
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Your Committee finds that a flat fee, rather than a fee per
employee, may provide administrative efficiency and fairness.
Your Committee intends that the flat fee amcunts specified in the
bill by your Committee should be sufficient to raise approximately
$140,000 for annual costs to regulate professional employer
organizations, including fringe benefit costs.

Your Committee has deliberately included the flat fee amounts
in this kill, rather than leave them unspecified, in order to
elicit knowledgeable discussion as this bill moves forward. If
the flat fee amounts in this bill are inadequate or excessive in
relation to the intended $140,000 cost for the program, your
Committee is willing to consider alternatives. Finally, your
Committee expressly states its intent regarding the funding of the
professional employer regulatory program. Your Committee is
adamant that the program be funded by the professional employer’
organizations, not the general taxpayers.

Accordingly, your Committee has amended this measure by
changing the:

(1) Biennial renewal fees for professional employer
organizations, which are in categories based upon the
number of employees a professional employer organization
reports to the Department of Labor and Industrial
Relations, from a fee per employee in each category to a
flat fee in each category; and

{2) The effective date to July 1, 2050, to facilitate
further discussion on this measure.

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. 2544, S.D. 1, as amended herein, and recommends that it pass
Third Reading in the form attached hereto as S.B. No. 2544, S5.D. 2.

Respectfully submitted on
behalf of the members of the
Committee on Ways and Means,
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JILL N. @‘KUDA, Chaix
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