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I. OVERVIEW OF PROPOSED LEGISLATION  
HB1814 HD2 proposes to amend Chapter 388, Hawaii Revised Statutes (HRS), to 
clarify that wages may be paid through electronic transfer by direct deposit into the 
employee’s personal bank account or a pay card on a voluntary basis. The 
proposal prohibits the use of pay cards unless the employee is not required to use 
it and has authorized so in writing.  
 
The employee must also have the ability to withdraw the employee's full net wages 
at least once per payroll, the employer must absorb the fees or costs imposed by 
financial institutions for using the card as a means of payment, and requires the 
employer to provide the employee a written notice specifying certain information 
when providing the employee the option of receiving wages through a pay card.   

 
The department prefers the HD1 with amendments and also offer amendments to 
the HD2.  
 

II. CURRENT LAW 
The intent of chapter 388, HRS, is to protect the payment of workers' wages and 
other compensation. The intent of the Legislature in chapter 388, which is clear 
and unambiguous in its plain language, is also to encourage employers to pay 
wages promptly and reduce workers' economic losses.  
 
 

 
NEIL ABERCROMBIE 

GOVERNOR 
 

 
 

STATE OF HAWAII 
DEPARTMENT OF LABOR AND INDUSTRIAL RELATIONS 

830 PUNCHBOWL STREET, ROOM 321 
HONOLULU, HAWAII  96813 

www.hawaii.gov/labor 
Phone:  (808) 586-8842 / Fax:  (808) 586-9099 

Email:  dlir.director@hawaii.gov 
 

 
DWIGHT TAKAMINE 

DIRECTOR 
 
 

JADE T. BUTAY 
DEPUTY DIRECTOR 

 

http://www.hawaii.gov/labor


H.B. 1814 HD2 
March 18, 2014 
Page 2 
 
 
 
 
 

 
§388-6  Withholding of wages only permits two kinds of specific deductions from 
employee's paychecks: 
  1. "…except where required by federal or state statute or by court 
process…" 
 
  2. " …. or when such deductions or retentions are authorized in writing by the 
employee," This provision was intended for deductions for fringe benefits like 
health insurance, retirement payments, etc.  
 
Moreover, under §388–10, a violation of §388–6 subjects the employer to a civil 
penalty of twice the unpaid wages, plus interest at 6% per year. Clearly, the statute 
provides very strong protections for the wages due workers. 
 
However, chapter 388 currently only addresses payment methods of cash or 
checks convertible to cash. The law does not explicitly address payment of wages 
through direct deposits or pay cards.  
 

III. COMMENTS ON THE HOUSE BILL  
Although not stated, the department has long recognized voluntary use of direct 
deposits as satisfying the required method for wage payments. The bank in which 
the wages are directly deposited is the employee’s personal bank account that is 
similar to direct payment by cash or check in the hands of the employee. The 
employee may write as many checks as they wish to pay bills or other expenses, 
and withdraw as much or as little as they choose. This proposal, if enacted, will 
make clear such arrangements for direct deposit are permitted with reasonable 
limitations.   
The department began allowing the payment of wages by electronic pay cards 
under the previous administration. 
The DLIR offers the following amendments for the Committee's consideration: 
 
  1. The department suggests that "network branded" is unnecessarily 
vague and that issuance of pay cards should fall under the protections of federally 
insured institutions as suggested by the Division of Financial Industries (DFI) at the 
Department of Commerce & Consumer Affairs and recommends the following for 
the definition of pay card: 
  ""Pay card" means a prepaid card issued by a 
depository institution authorized to accept deposits and 
whose deposits are federally insured and used by an employee 
to access wages from a pay card account." 

For similar reasons, the department believes "or similar means of an electronic 
payment card" should be stricken from the entirety of the proposal. 
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  2. It is important that the pay card/debit card account must be for the sole 
and exclusive benefit of the named employee and not subject to the claims of the 
employer’s creditors as in direct deposits. This will ensure that wages paid to the 
employee will go to the employee as intended. The department suggests that the 
following language be inserted in SECTION 2, page 3, starting on Line 21 of the 
bill to address this concern:  

(e)  An employer shall not pay wages due to the 
employer's employees by use of a pay card onto which an 
employer, or an entity on an employer's behalf, transfers or 
loads the employee's wages unless the following conditions 
are met:  

(1) The employee’s pay card card account must be 
 separate from all other employees, for the sole 
 and exclusive benefit of the named employee and 
 not subject to the claims of the employer’s 
 creditors.   

(2) The employer shall not mandate an employee’s use 
 of a pay card, provided that: 

  (A)  The employer does not make participation in  
  the pay card program a condition of hire  
 or of continued employment; 

  (B) The employer also offers the employee the  
  options of:  

    (i)  direct deposit to a depository account  
   of the employee’s choosing, and  

   (ii) a paper check. 
 

As mentioned above in regards to §388-6, the intent of the existing statute is for 
workers to elect in to allow deductions from their paychecks through written 
authorization, therefore, to maintain the consistency and intent of the statute the 
DLIR suggests the employee should have to authorize this alternative method of 
payment in writing: 
 
 (3) The employee has voluntarily authorized in   
  writing the payment of wages using a pay card  
 in a separate form the employee may keep    
 consisting of a clear, conspicuous and complete   
 itemized list of any fees assessed for the use of  
 a pay card  in which the dollar amount of   
 each fee must be stated; provided that: 
 
  (A)  This consent must be obtained without   
   intimidation, coercion, or fear of discharge 
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   or reprisal for refusal to accept the   
   pay card or pay card account; 
  (B)  Shall be provided to the employee in the  
   employee's primary language or in a language 
   the employee understands in plain language  
   in at least 10-point font. 
 

 
  3. The department also has a concern when the employer has insufficient 
funds to cover the electronic transfer of funds into an employee’s account. In 
Section 2, we recommend including deposits by “electronic transfer” into the 
protection against fees that is currently available for payment by checks.  
 
The suggested amendment would read: 

 
“§388-5.5 Payment of wages by check[.] or electronic 

transfer.  Whenever an employee receives the employee’s 
wages from the employee’s employer in the form of a check 
or by electronic transfer for which insufficient amounts 
are available in the bank account of the employer, the 
employer shall be liable for any bank’s special handling 
fee which the employee may incur by reason of negotiating 
the check[,] or the electronic transfer.” 

 
 4. The department suggests issuer should be defined: 
 ""Issuer" means the pay card issuer, and any person 
acting directly or indirectly on behalf of the pay card 
issuer." 
 
 5. DLIR recommends deleting (3) on page 4, line 9 and replacing it with 
the following language also recommended for the definition of pay card: 
 
 (3) The pay card issued to the employee shall be a  
  prepaid card issued by a depository institution  
  authorized to accept deposits and whose   
  deposits are federally insured. 

 6. The ceiling for pulling funds out of ATMs is usually several hundred 
dollars even if an individual has an account. Further, the department is 
concerned that employees' pulling full paychecks out of ATMs creates a safety 
hazard, therefore, the department suggests making funds available at least three 
times per payroll period free of fees as is the law in Vermont. The department 
believes the Vermont statute requiring three free withdrawals per payroll period is 
a reasonable provision that should be included in the Hawaii law.  
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 7. The intent of Hawaii's Wages and Other Compensation Law is to 
preserve the integrity of the employee's pay; therefore, the department suggests 
the following amendment: 

  (6)  None of the employer's or issuer's costs or fees  
  associated with the pay card account may be   
  passed on to its employees, including any of the  
  following: 

   
   (a)  Point of sale transactions and other   
   ordinary transactions;  
   (b)  Overdraft, shortage, or low balance status;  
   (c)  Declined transactions;  
   (d)  Account inactivity; 
   (e)  Written statements or transaction histories;  
   (f) Closing an account or issuing payment of the 
   remaining balance by check or other means; or  
   (g) Any fee not explicitly identified by type  
   and by amount in the contract between the   
   employer and/or the pay card issuer and the   
   employee. 

 
 8. The department concurs with DFI and believes (F) on page 7 and 
section 4 should be deleted from the measure. 
The department additionally offers the following amendments: 

 (?) The funds on a pay card shall not expire. The 
 account may be closed for inactivity, with reasonable 
 notice to the cardholder, provided that the remaining 
 funds are refunded to the employee at no cost to the 
 employee. 

 
 (?)  The employer ensures that the pay card account 

 provides one free replacement pay card per year at 
 no cost to the employee before the card's expiration 
 date. A replacement card need not be provided if the 
 pay card has been inactive for a period of at 
 least 12 months or the employee is no longer employed 
 by the employer. 
 

 (?)  At least 30 days before any change to the pay card 
 program takes effect, the employer shall provide  the 
 employee with written notice in plain language, in at 
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 least 10 point type, of any change to any of the terms 
 and conditions of the pay card account, including 
 any changes in the itemized list of fees. 
 



 

 

 

 

 

NEIL ABERCROMBIE 

GOVERNOR 

 

SHAN S. TSUTSUI 

LT. GOVERNOR 

 

STATE OF HAWAII 
OFFICE OF THE DIRECTOR 

DEPARTMENT OF COMMERCE AND CONSUMER AFFAIRS 

335 MERCHANT STREET, ROOM 310 

P.O. Box 541 

HONOLULU, HAWAII 96809 

Phone Number:  586-2850 

Fax Number:  586-2856 

www.hawaii.gov/dcca 

 

KEALI`I S. LOPEZ 

DIRECTOR 

 

JO ANN M. UCHIDA TAKEUCHI 

DEPUTY DIRECTOR 

 

 

PRESENTATION OF THE 
OFFICE OF CONSUMER PROTECTION 

 
TO THE SENATE COMMITTEE ON JUDICIARY AND LABOR 

 
THE TWENTY-SEVENTH LEGISLATURE 
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COMMENTS ON HOUSE BILL NO. 1814, H.D. 2, 
RELATING TO PAYMENT OF WAGES. 

 
 
TO THE HONORABLE CLAYTON HEE, CHAIR,  
     AND TO THE HONORABLE MAILE S.L. SHIMABUKURO, VICE CHAIR, 
     AND MEMBERS OF THE COMMITTEE:   
 
 The Department of Commerce and Consumer Affairs, Office of Consumer 

Protection (“OCP”) appreciates the opportunity to appear today and offer comments on 

H.B. 1814, H.D. 2, Relating to Payment of Wages.  My name is Bruce B. Kim and I am 

the Executive Director of OCP.   

 H.B. 1814, H.D. 2 prevents an employer from mandating that an employee be 

paid by electronic payment card.  It provides that an employer must disclose in writing 

or in “printable form” the payment options available to the employee; the fees and costs 

associated with the use of the card; whether third-parties may assess additional fees; 
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and a description of the methods available to the employee to determine the current 

balance on the payroll card.  It provides that employees shall not bear any of the costs 

or fees for the withdrawal of earned wages at least once per payroll period.  It requires 

that the employer assume or otherwise absorb fees or costs imposed by a financial 

institution for the use of the electronic payment card under certain enumerated 

circumstances.  It provides that an employee may cancel the use of an electronic 

payment card with reasonable notice to the employer.  It requires the employer to make 

available to the employee the employee’s balance by telephone, a readily accessible 

electronic history of the employee’s account transactions covering at least sixty days 

preceding the date the employee accesses the account and provide a written history of 

the account covering sixty days prior to the request.  It further provides that the 

employer shall provide liability protections against fraud associated with the use of an 

employer-issued electronic payment card.   

 OCP notes that numerous consumer protection concerns have been raised 

throughout the nation over the use of payroll cards.  These concerns deal primarily with 

the lack of regulation on the number and type of fees imposed when the cards are used 

and lack of transparency associated with inadequate or non-existent disclosures of fees 

and conditions to unsuspecting workers who are paid via payroll cards.   

 The federal Electronic Funds Transfer Act (“EFTA”) and Regulation E, which 

implements EFTA, stipulates the conditions under which a payroll card can be offered 

to employees.  See 12 CFR § 1005.1, et seq.  Regulation E prohibits employers from 
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making employees accept payment of wages via payroll card and mandates a number 

of fee disclosure requirements at the time the employee’s account is opened.  

Regulation E is enforced by Consumer Financial Protection Bureau (“CFPB”) which, in 

September of 2013, issued guidance on the use of payroll cards, noting that state laws 

are not considered inconsistent with the EFTA and Regulation E if the state law affords 

consumers greater protections than afforded by EFTA and Regulation E,” and that 

EFTA and Regulation E do not prevent states from adopting such additional 

protections.  A copy of the CFPB’s Bulletin 2013-10 (Sept. 12, 2013) is attached hereto.  

 OCP believes H.D. 2 attempts to address some of these consumer protection 

concerns consistent with Regulation E.  However, OCP notes its continuing concerns 

over the following issues:   

 1. The term "network branded card" at subsection (e)(3) at page 4, lines 9-

10 should be defined.   

 2. Subsection (e)(5) at page 4, line 13 needs another subsection to cover 

any fees incurred by the employee if the employer has insufficient funds to cover the 

deposit of wages into the card.  Language should be added directing that the employee 

should not be assessed overdraft fees.  Reg. E forbids charging overdraft fees on 

payroll cards.  12 CFR § 1005.17(b).   

 3. Subsection (e)(11) at page 6, line 8, "written" should be amended to 

"writing" and the phrase "or printable form" should be deleted.   
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 4. Subsection (e)(11) should direct that the written disclosure must be given 

to the employee before she elects in writing to be paid by payroll card, including making 

payroll cards optional, and protecting employees who elect to be paid via payroll card 

from having fees and charges deducted from their earnings each time they withdraw 

earnings through the payroll card.   

 Thank you for allowing me to testify today.  If members of the committee have 

any questions, I would be happy to answer them.   



Consumer Financial 
Protection Bureau 

1700 G Street NW, Washington, DC 20552 

CFPB Bulletin 2013-10 

Date: September 12, 2013 

Subject: Payroll Card Accounts (Regulation E) 

The Consumer Financial Protection Bureau (CFPB or the Bureau) is issuing this bulletin to 

reiterate the application of the Electronic Fund Transfer Act (EFrA) and Regulation E, which 

implements the EFr.A, to payroll card accounts. Payroll card accounts are accounts that are 

established directly or indirectly through an employer, and to which transfers of the consumer's 

salacy, wages, or other employee compensation are made on a recurring basis.1 

The EFrA generally covers the electronic transfer of funds to and from consumers' accounts. 2 

Since 2006, Regulation E,3 which implements the EFr.A, has defined the term "account" to 

include a "payroll card account" and covers such accounts "whether ... operated or managed by 

the employer, a third party payroll processor, a depository institution or any other person."4 

Thus, employees whose wages are deposited onto a payroll card are entitled to the protections of 

the EFfAgenerally, and Regulation E's provisions applicable to payroll cards specifically. 

The protections in Regulation E for consumers who receive wages on a payroll card mirror those 

available to consumers who make electronic fund transfers (EFTs) generally with some 

exceptions. These protections include the following:s 

• Disclosures: Under Regulation E, payroll card holders are entitled to receive initial 

disclosures of any fees imposed by the :financial institution for EFfs or for the right to 

make such transfers. The :financial institution must also provide to cardholders initial 

1 12 CFR 1005.02(b)(2). 
2 See EFfA §§ 901 et seq., 15 USC 1693 et seq. 
s 12 CFR part 1005. 
412CFR1005.2(b)(2). 
s See 12 CFR 1005.18(a). 

consu merfinance.gov 



disclosures containing, among other things, details regarding limitations on liability and 

the types of EFrs they may make with the card. 6 

Regulation E requires that these disclosures be made at account opening or before the 

first transfer occurs,7 although some state laws dictate that certain information be 

provided before an employee elects to receive wages via payroll card. Regulation E also 

provides that the disclosures be "clear and readily understandable, in writing, and in a 

form the consumer may keep. •s 

• Access to account history: A payroll card issuer must either provide periodic 

statements as required by Regulation E generally, or alternatively must make available to 

the consumer (1) the consumer's account balance, by telephone; (2) an electronic history, 

such as through an Internet web site, of the consumer's account transactions covering at 

least 60 days preceding the date the consumer electronically accesses the account; and 

(3) upon the consumer's oral or written request, promptly provide a written history of 

the consumer's account transactions covering at least 60 days prior to the request. The 

history of account transactions provided electronically or upon request must set forth the 

same type of information required on periodic statements under Regulation E generally, 

including transaction information and the amount of any fees imposed during the 60 day 

period for EFrs, the right to make EFrs, or account maintenance.9 

• Llmited liability for unauthorized transfers: With limited exceptions regarding 

the period within which an unauthorized transfer must be reported, Regulation E's 

limited liability protections fully apply to payroll cards.10 

• Error resolution rights: Financial institutions must respond to a consumer's report 

of errors regarding a payroll card account if the report is received within 60 days of the 

consumer either accessing account history or receiving a written account history on 

which the error appears, whichever is earlier, or within 120 days after the alleged error 

occurs.11 

6 12CFR1005.7 and 1005.18(c)(1). 
712 CFR l005.7(a). 
s 12 CFR 1005.4(a)(1). 
• 12CFR1005.9(b), 1005.18(b) and (c). 
10 12CFR1005.6 and 1005.18(c)(3). 
11 12CFR1005.11 and l005.18(c)(4). 
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In addition to these protections for holders of payroll cards, Regulation E states clearly that no 

"financial institution or other person" can mandate that an employee receive direct deposit into 

an account at a particular institution.12 Said another way, Regulation E prohibits employers 

from mandating that employees receive wages only on a payroll card of the employer's choosing. 

Regulation E permits an employer to require direct deposit of wages by electronic means if the 

employee is allowed to choose the institution that will receive the direct deposit. '3 Alternatively, 

an employer may give employees the choice of having their wages deposited at a particular 

institution (designated by the employer) or receiving their wages by another means, such as by 

check or cash.14 Thus, an employer may not require that its employees receive their wages by 

electronic transfer to a payroll card account at a particular institution. An employer may, 

however, offer employees the choice of receiving their wages on a payroll card or receiving it by 

some other means. Permissible alternative wage payment method(s) are governed by state law, 

but may include direct deposit to an account of the employee's choosing, a paper check, cash, or 

other evidence of indebtedness. 

Most states' laws contain additional restrictions on the manner in which employers may make 

wages available to their employees, sometimes specifically addressing payment of wages via 

payroll card, or calling for particular alternatives to payroll cards. The Bureau notes that the 

EFrA and Regulation E preempt state laws "relating to" EFrs, among other things, only to the 

extent of any inconsistency between the state laws and the EFrA / Regulation E. A state law is 

not considered inconsistent with the EFrA and Regulation E if the state law affords consumers 

greater protections than afforded by the EFrA and Regulation E.1• 

Finally, the Bureau notes that it has supervisory authority over larger depository institutions 

engaged in, among other things, providing payroll cards.16 That authority includes the ability to 

examine supervised entities' use of third-party service providers, to assess both the supervised 

"'12CFR1005.10(e)(2) and comment 10(e)(2)-1 (emphasis added). As the Federal Reserve Board 
explained in 2006, Regulation E's compulsory use provisions "apply to payroll card accounts because they 
are established as accounts for the receipt of EFfs of salary." 71FR1473, 1476 (Jan. 10, 2006). 
"'12CFR1005.10(e)(2) and comment 10(e)(2)-1. 
14[d. 

,. EFfA § 922, 15 USC 1693q, 12CFR1005.12(b). 
16 The Bureau also has supervisory authority over, among others, non-depository larger participants in 
consumer financial product or service markets, as defined by rule, and over non-depository covered 
persons engaging, or who have engaged, in conduct posing risks to consumers with regard to the offering 
or provision of consumer financial products or services. 12 USC 5514(a)(1)(B) and (C). See also 12 CFR 
parts 1090 and 1091. 

3 



entity's and service provider's compliance with federal consumer financial laws, including the 

EFI'A and Regulation E.17 

The Bureau is also authorized, subject to certain exceptions, to enforce the EFI'A and Regulation 

E against any person subject to the Regulation, including financial institutions and employers.18 

In addition, subject to certain exceptions, the Bureau has enforcement authority over covered 

persons offering or providing certain consumer financial products or services - including 

payroll cards - under the Consumer Financial Protection Act.19 In exercising our enforcement 

authority, our goals are to be proactive about identifying violations, stopping violations before 

they grow into systemic problems, maximizing remediation to consumers, and deterring future 

violations. 

This bulletin and other information related to Regulation E are available on the CFPB's website 

at www.consumerfinance.gov. 

17 See CFPB Bulletin 2012-03, available at 
http://files.consumerfinance.gov/f/201204_cfpb_bulletin_seivice-providers. pdf. 
18 EFfA § 918(a)(S), 15 USC 1693o(a)(5). 
19 12 USC 5515. 
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REGULAR SESSION OF 2014 
 

March 18, 2014 
10:00 a.m. 

 
TESTIMONY ON H.B. NO. 1814, H.D. 2 
RELATING TO PAYMENT OF WAGES  

 
 
THE HONORABLE CLAYTON HEE, CHAIR, 
AND MEMBERS OF THE COMMITTEE: 
 

My name is Iris Ikeda Catalani, Commissioner of Financial Institutions 

(“Commissioner”), testifying on behalf of the Division of Financial Institutions (“DFI”) on 

House Bill No. 1814, H.D. 2.  DFI takes no position on the merits of this bill, but offers 

these comments regarding its application and the effect it may have on money 

transmission. 

DFI regulates money transmitters pursuant to Chapter 489D, Hawaii Revised 

Statutes (“HRS”).  Money transmitters engage in the business of money transmission, 

which includes “issuing payment instruments.”  HRS §489D-4.  The money transmitter 
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law is designed to regulate the activity of entities that are not “traditional” financial 

institutions, and to provide for the safety and soundness of these activities.   

House Bill No. 1814, H.D. 2 exempts issuers of pay cards from the requirements 

of the Money Transmitter Act.  DFI recommends that pay cards should be exempted 

from the Money Transmitter Act if they are issued by a depository institution that is 

authorized to receive deposits and is insured by a federal agency.  Such institutions are 

already exempted from the Money Transmitter Act because they are subject to more 

stringent State and federal oversight.  To that end, the DFI recommends the following:   

 1.   Change the definition of “pay card” (page 1, lines 4-5).   

Specify that pay cards shall be “issued by a depository institution 

authorized to accept deposits and whose deposits are federally insured”.      

Depository institutions authorized to accept deposits are regularly examined by State 

and federal banking agencies to ensure that the depository institution operates in a safe 

and sound manner and provides protections to consumers.  Consequently, these 

institutions are exempt from Money Transmitter Act licensing and examination 

provisions under current law.  See HRS §489D-9.5(a).   

Remove the “network branded” requirement for pay cards (pp. 1:4; 4:9-

10).  “Network branded” is undefined in the House Draft 2.  Network branded cards are 

not necessarily issued by banks.  Non-bank issued cards may have a voluntary “zero 

liability” policy for card holders, but this is not the same as mandatory federal insurance 

that covers the safety of deposits in federally insured financial institutions.  Payroll 
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safety should not be compromised given that payroll is the primary if not only source of 

income for most employees.   

  DFI suggests that the employer can analyze the features and benefits of each 

brand of pay card that complies with statutory requirements.  An employer that wants to 

encourage card use can consider “network branding” which may refer to well known 

credit card issuers in its decision which pay card issuer to choose.     

  Remove references to “or similar means of an electronic payment card” 

throughout the bill (pp. 3:21-22; 4:4; 4:7-8; 4:19-21; 5:2; 5:9; 6:4; 6:9-10; 6:15-16; 

6:19-20).   This language appears to be a redundant reference to a pay card, which 

may be an electronic payment card. 

  2.  Delete the language exempting pay cards from the Money Transmitter 

Law (pp. 7:5-13; 8:1-22).   

 House Bill No. 1814, H.D. 2 would exempt pay cards that meet certain safety-

related requirements from the Money Transmitter Act.  DFI agrees with the safety 

concern, but recommends that this be addressed by requiring that pay cards be issued 

by depository institutions whose deposits are federally insured.  As noted above, such 

depository institutions are already exempt from the Money Transmitter Act’s licensing 

and examination provisions.  

 DFI’s recommended changes to House Bill No. 1814, H.D. 2 are marked on the 

attached copy of the bill. 
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Conclusion 

DFI's mission is to ensure the safety and soundness of State-chartered and 

State-licensed financial institutions in order to protect the rights and funds of depositors 

and consumers.  Deposits on pay cards issued by federally insured depository financial 

institutions would be protected by a plethora of federal and State laws with which banks 

must comply.  Federally insured depository institutions are regularly examined, which 

would protect both the employer and employee.  DFI’s examination of State-chartered 

depository institutions includes compliance with regulations such as Regulation E 

governing electronic funds transfers (“EFTs”) and consumer rights there under.   

Thank you for the opportunity to testify.  I would be pleased to respond to any 

questions you may have. 

 
 

 

 



HOUSE OF REPRESENTATIVES 
TWENTY-SEVENTH LEGISLATURE, 2014 
STATE OF HAWAII 

H.B. NO. 

A BILL FOR AN ACT 

RELATING TO PAYMENT OF WAGES. 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF HAW All: 

1814 
H.D.2 

1 SECTION 1. Section 388-1, Hawaii Revised Statutes, is 

2 amended by adding two new definitions to be appropriately 

3 inserted and to read as follows: 

4 ""Pay card" means a network branded prepaid card used by an 

5 employee to access wages from a pay card account. 

6 "Pay card account" means an account that is directly or 

7 indirectly established through an employer and to which 

8 transfers of the employee's wages, salary, or other compensation 

9 are made." 

10 SECTION 2. Section 388-2, Hawaii Revised Statutes, is 

11 amended to read as follows: 

12 "§388-2 Semimonthly payday[-.]; method of payment of wages. 

13 (a) Every employer shall pay all wages due to the employer's 

14 employees at least twice during each calendar month, on regular 

15 paydays designated in advance by the employer, in lawful money 

16 of the United States [er]~ with checks convertible into cash on 

17 demand at full face value thereof[7], by direct deposit to the 

18 employee's account at a financial institution as provided in 

HB1814 HD2 HMS 2014-2177 
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1 subsection (d), or by other means as provided in subsection (e); 

2 provided that when a majority of an employer's employees or a 

3 majority of the employees in a collective bargaining unit 

4 recognized by an employer or established by law elect, in a 

5 secret ballot election under procedures approved by the director 

6 of labor and industrial relations, to be paid once a month on a 

7 regularly scheduled basis, the employees shall be paid on such 

8 monthly basis. The elections shall not be held more frequently 

9 than once in every two years and each election shall be valid 

10 for a period of two years. 

11 (b) The earned wages of all employees shall be due and 

12 payable within seven days after the end of each pay period. 

13 (c) The director may, upon application showing good and 

14 sufficient reasons, permit an employer to: 

15 (1) Establish regular paydays less frequently than 

16 semimonthly~ provided that the employee shall be paid 

17 in full at least once each calendar month on a 

18 regularly established schedule; or 

19 (2) Pay earned wages within fifteen days after the end of 

20 each pay period. 

21 (d) An employer may pay wages due to the employer's 

22 employees by electronic funds transfer or similar means of 
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1 direct deposit to the employee's account at a financial 

2 institution; provided that: 

3 J1.l The employee has voluntarily authorized, in writing, 

4 the direct deposit to the account and financial 

5 institution of the employee's choice; 

6 J.l.l The deposits and accounts of the financial institution 

7 selected are insured by the Federal Deposit Insurance 

8 Corporation or any other comparable federal or state 

9 agency; 

10 j]J_ The employee may cancel the direct deposit at any time 

11 with reasonable notice; 

12 J...il The employer shall provide a pay statement as required 

13 under section 388-7(4); 

14 J.21 No employee shall be required to pay any costs or fees 

15. for the direct deposit of wages into the employee's 

16 account; and 

17 J_£J_ No employee may be disciplined or otherwise penalized 

18 for authorizing or refusing to authorize direct 

19 deposit of wages. 

20 (e) An employer may pay wages due to the employer's 

21 employees by use of a pay card or similar means of an electronic 

22 payment card onto which an employer, or an entity on an 
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1 employer's behalf, transfers or loads the employee's wages; 

2 provided that: 

3 l!l The employer shall not mandate an employee's use of a 

4 pay card or similar means of electronic payment card; 

5 ~ The employee has voluntarily authorized, in writing or 

6 other verifiable form, the payment of wages using a 

7 pay card or other similar means of electronic payment 

8 card; 

9 ill The pay card issued to the employee shall be a network 

10 branded pay card; 

11 ~ The employee shall have the ability to withdraw the 

12 employee's full.net wages at least once per payroll 

13 period without incurring any costs or fees; 

14 (5) The employer shall assume or otherwise absorb any fees 

15 or costs imposed by a financial institution for the 

16 following services: 

17 (A) The transfer or loading of the employee's net 

18 wages into the account associated with the pay 

19 card or similar means of electronic payment card; 

20 l.!U_ Activation of the pay card or similar means of 

21 electronic payment card; and 
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lS1_ Distribution and delivery of the initial pay card 

or similar means of electronic payment card; 

J...§1_ None of the employer's costs associated with the pay 

card account may be passed on to its employees; 

J2l The employer shall comply with all applicable 

recordkeeping requirements under this chapter and of 

section 387-6; 

JiU_ The employee may cancel the use of a pay card or 

similar means of an electronic payment card with 

reasonable notice; 

l2l_ The employer shall ensure that the following services 

are available to the employee: 

(b) The employee's balance by telephone; 

J..!U_ A readily accessible electronic history of the 

employee's account transactions covering at least 

sixty days preceding the date the employee 

electronically accesses the account; and 

lS1_ Upon oral or written request by the employee, a 

written history of the account transactions 

covering at least sixty days prior to the 

employee's request; 
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1 J.lQl_ The employer shall ensure that the employee is 

2 provided liability protections against fraud 

3 associated with the use of an employer-issued pay card 

4 or similar means of an electronic payment card in 

5 accordance with section 909 of the Electronic Fund 

6 Transfer Act, 15 U.S.C. 1693g, and Regulation E, 12 

7 C.F.R. §1005.6; and 

8 (11) When offering an employee the option of receiving 

9 wages using a pay card or similar means of an 

10 electronic payment card, the employer shall provide 

11 the employee with notice of the following items in 

12 written or printable form: 

13 (A) All of the employee's wage payment options; 

14 ~ The terms and conditions relating to use of the 

15 pay card or similar means of an electronic 

16 payment card, including a list of fees that may 

17 be assessed by the card issuer; 

18 J..Ql_ The methods available to employees for accessing 

19 wages from the pay card or similar means of an 

20 electronic payment card without cost; 

21 (D) The methods available to employees for checking 

22 the balance in the pay card account without cost; 
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(E) A list of any fees assessed for use of the pay 

card; and 

l!:l A statement as to whether third parties may 

assess additional fees. 

(f) As used in this section, "pay cards" shall not be 

6 included in the definition of "money transmission" or licensing 

7 requirements of chapter 489D; provided that the pay card does 

8 not permit: 

9 J.1.l Funds or value to be transmitted internationally; 

10 Jl_L Transfers between or among users within the 

11 arrangement; or 

12 J1l Loading additional funds or the value of funds from 

13 non-depository sources." 

14 SECTION 3. Section 388-5.5, Hawaii Revised Statutes, is 

15 amended to read as follows: 

16 "[~]§388-5.5[~] Payment of wages by check[.] or direct 

17 deposit. Whenever an employee receives the employee's wages 

18 from the employee's employer in the form of a check or by direct 

19 deposit for which insufficient amounts are available in the bank 

20 account of the employer, the employer shall be liable for any 

21 bank's special handling fee which the employee may incur by 

22 reason of negotiating the check[-;-] or the electronic transfer. " 
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SECTION 4. Section 489D-5, Hawaii Revised Statutes, is 

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

3 "(a) This chapter shall not apply to: 

4 (1) The United States or any department, agency, or 

5 instrumentality thereof; 

6 (2) The United States Postal Service; 

7 (3) The State or any political subdivisions thereof; [afi€1] 

8 (4) The electronic transfer of government benefits for any 

9 federal, state, or county governmental agency as 

10 defined in Federal Reserve Board Regulation E, by a 

11 contractor for, and on behalf of the United States or 

12 any department, agency, or instrumentality thereof, or 

13 any state or any political subdivisions thereof[~]~ 

14 and 

15 J..21 The use of pay cards as a means of paying wages under 

16 section 388-2; provided that the pay card does not 

17 permit: 

18 (A) Funds or value to be transmitted internationally; 

19 .J.!?l Transfers between or among users within the 

20 arrangement; or 

21 ~ Loading additional funds or the value of funds 

22 from non-depository sources." 
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1 SECTION 5. Statutory material to be repealed is bracketed 

2 and stricken. New statutory material is underscored. 

3 SECTION 6. This Act shall take effect on July 1, 2112. 
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HOUSE OF REPRESENTATIVES 
TWENTY-SEVENTH LEGISLATURE, 2014 
STATE OF HAWAII 

H B No 
1814 
H.D.2 

• • • Proposed S.D. 1 

A BILL FOR AN ACT 

RELATING TO .PAYMENT OF WAGES. 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF HAW All: 

SECTION 1. Section 388-1, Hawaii Revised Statutes, is 

amended by adding two new definitions to be 

inserted and to read as follows: 

appropriately 
" "Network branded pay card" 

(see attached wording) 

S employee to aeeess vilUges :Ereffl a ~a::p card accotlnt]. 

6 11 Pay card account 11 means an account that is directly or 

7 indirectly established through an employer and to which 

8 transfers of the employee's wages, salary, or other compensation 

9 are made. 11 

10 SECTION 2. Section 388-2, Hawaii Revised Statutes, is 

11 amended to read as follows: 

12 11 §388-2 Semimonthly payday["T"]; method of payment of wages. 

13 (a) Every employer shall pay all wages due to the employer's 

14 employees at least twice during each calendar month, on regular 

15 paydays designated in advance by the employer, in lawful money 

16 of the United States [er]~ with checks convertible into cash on 

17 demand at full face value thereof[TJ, by direct deposit to the 

18 employee's account at a financial institution as provided in 

HB1814 HD2 HMS 2014-2177 
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H.B. NO. 
1814 
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1 subsection (d), or by other means as provided in subsection (e); 

2 provided that when a majority of an employer's employees or a 

3 majority of the employees in a collective bargaining unit 

4 recognized by an employer or established by law elect, in a 

5 secret ballot election under procedures approved by the director 

6 of labor and industrial relations, to be paid once a month on a 

7 regularly scheduled basis, the employees shall be paid on such 

8 monthly basis. The elections shall not be held more frequently 

9 than once in every two years and each election shall be valid 

10 for a period of two years. 

11 (b) The earned wages of all employees shall be due and 

12 payable within seven days after the end of each pay period. 

13 (c) The director may, upon application showing good and 

14 sufficient reasons, permit an employer to: 

15 (1) Establish regular paydays less frequently than 

16 semimonthly~ provided that the employee shall be paid 

17 in full at least once each calendar month on a 

18 regularly established schedule; or 

19 (2) Pay earned wages within fifteen days after the end of 

20 each pay period. 

21 (d) An employer may pay wages due to the employer's 

22 employees by electronic funds transfer or similar means of 

HB1814 HD2 HMS 2014-2177 

11111111111111111111111111111111111111111111111111111111111111111m1111111111111111111111111111111111111111111111111111111111111 



[[



Page4 

H.B. NO. 
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1 employer's behalf, transfers or loads the employee's wages; 

2 provided that: 

3 l!l The employer shall not mandate an employee's use of a 

4 pay card [or oiffiilar ffieano of electronic pay'ff!ent car~; 

5 ~ The employee has voluntarily authorized, in writing or 

6 other verifiable form, the payment of wages using a 

7 pay card ~r otfier oiffiilar ffieano of electronic payment 

8 cardj; 

9 ill The pay card issued to the employee shall be a network 

10 branded pay card; 

11 ~ The employee shall have the ability to withdraw the 

12 employee's full 1net wages at least once per payroll 

13 period without incurring any costs or fees; 

14 (5) The employer shall assume or otherwise absorb any fees 

15 or costs imposed by a financial institution for the 

16 following services: 

17 (A) The transfer or loading of the employee's net 

18 wages into the account associated with the pay 

19 card [or siffiilar ffieans of eleetronie payTRent ear~; 

20 l.!U_ Activation of the pay card ~r siffiilar means of 

21 eleetronie payTRent ear~; and 

HB1814 HD2 HMS 2014-2177 
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H.B. NO. 
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lS1_ Distribution and delivery of the initial pay card 

[or oiffiilar ffieano of electronic pa)"ffl:ent car~; 

J...§1_ None of the employer's costs associated with the pay 

card account may be passed on to its employees; 

J2l The employer shall comply with all applicable 

recordkeeping requirements under this chapter and of 

section 387-6; 

ill The employee may cancel the use of a pay card~ 

similar means of an electronic pa)"ffl:ent card] with 

reasonable notice; 

l2l_ The employer shall ensure that the following services 

are available to the employee: 

(b) The employee's balance by telephone; 

J..!U_ A readily accessible electronic history of the 

employee's account transactions covering at least 

sixty days preceding the date the employee 

electronically accesses the account; and 

lS1_ Upon oral or written request by the employee, a 

written history of the account transactions 

covering at least sixty days prior to the 

employee's request; 

HB1814 HD2 HMS 2014-2177 
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H.B. NO. 
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1 J.lQl_ The employer shall ensure that the employee is 

2 provided liability protections against fraud 

3 associated with the use of an employer-issued pay card 

4 [or similar means of an eleotronio payment oard]in 

5 accordance with section 909 of the Electronic Fund 

6 Transfer Act, 15 U.S.C. 1693g, and Regulation E, 12 

7 C . F . R . § 1 0 0 5 . 6 ; [-aM] 

8 (11) When offering an employee the option of receiving 

9 wages using a pay card ~r siffiilar means of an 

10 electronic payTflent car~, the employer shall provide 

11 the employee with notice of the following items in 

12 written or.printable form: 

13 (A) All of the employee's wage payment options; 

14 ~ The terms and conditions relating to use of the 

15 pay card[or siffiilar ffieans of an eleotronie 

16 payment ear~, including a list of fees that may 

17 be assessed by the card issuer; 

18 J..Ql_ The methods available to employees for accessing 

19 wages from the pay card ~r similar means of an 

20 electronic payment card] without cost; 

21 (D) The methods available to employees for checking 

22 the balance in the pay card account without cost; 

HB1814 HD2 HMS 2014-2177 
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(E) A list of any fees assessed for use of the pay 

card; and 

A statement as to whether third parties may ....-~~~ 

~-and 
assess additional fees~ ~------------------1.i.....=....:.= 

~~~~~~~~~~~~~~~~~~~~~__;-k1_2_)-Se_e_a_tt-ac_h_e---.dl 

[ ( f) .7\:s used in this seetion, "pay cards" oh.all I'l:Ot be 

6 iI'l:eludcd iI'l: th:e defiI'l:ition of "FRoney transFRission" or lieensing 

7 requireFRonts of chapter 4g9;g; provided that the pay eard does 

8 not perFRit. 

9 ill Ptlnd~ or valtle to be tran~ruitted inte:rnationally, 

10 ill '3?raI'l:ofcro bctwccI'l: or O:ffiOI'l:g users with:iI'l: th:c 

11 arraI'l:geFRcnt; or 

12 Jll LeadiI'l:g additioI'l:al fuI'l:do or th:e value of fuI'l:do froFR 

13 non dElpository sourees."] 

14 SECTION 3. Section 388-5.5, Hawaii Revised Statutes, is 

15 amended to read as follows: 

16 "[-f]§388-5.5[f-] Payment of wages by check[.] or direct 

17 deposit. Whenever an employee receives the employee's wages 

18 from the employee's employer in the form of a check or by direct 

19 deposit for which insufficient amounts are available in the bank 

20 account of the employer, the employer shall be liable for any 

21 bank's special handling fee which the employee may incur by 

22 reason of negotiating the check [ -;-] or the electronic transfer. " 

HB1814 HD2 HMS 2014-2177 
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£gCTION 4, £eotion 499D § 1 Hawaii Revised Statutes, is 

2 amen:ded by Bft'leHel:iHg subseetio:a (a) to reael: as follows. 

3 "(a) cpfiis efiapter shall :aet apply te. 

4 ( 1) The United States er a!'l.")· departHte:at, ageHe~, er 

5 instrYmeatality thereof, 

6 Service, 

7 d] ) CE'fie State er a:ay politieal s'l:lbdivisioes thereof, [aaa] 

8 (4) The eleetrenic transfer ef 

9 fea eral, state, or eouety gevermRen"ffrI ageney as 

10 defieed in Federal Reserve Board Regulation B, by a 

11 ooetraotor for, and oe behalf ef 

12 ~ def'artfflent, age:aey, or or 

13 any state er any political oubdivisio:as thereof[~]~ 

14 

15 ill ".E'h:e tlo!!l e e £ pa'.'.:17 eardo ao a means of ~yi:ag .•• -ages under 

16 oeetie:a 388 rl, f'roviel:eel: that the pay care deco n~ 

17 

18 fil Fueds or v=alue to :Se transFRitted ieternationally; 

19 (B) CE'raHsfers beti;;.·eeH er aHteng users within the 

20 arrangeFRent1 or 

21 (C) LeadiHg ael:el:itioHal fu:ado or the value of funds 

22 frefft :ao:a def'ositery seurces."] 

HB1814 HD2 HMS 2014-2177 
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1 SECTION 5. Statutory material to be repealed is bracketed 

2 and stricken. New statutory material is underscored. approval 

HB1814 HD2 HMS 2014-2177 
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H.B. NO. 

Report Title: 
Direct Deposit; Wages; Methods of Wage Payment 

Description: 

1814 
H.D.2 

Clarifies that employers may pay wages by direct deposit under 
certain conditions. Allows employers to pay wages by pay cards 
or similar means of electronic payment card under certain 
circumstances. Makes employers responsible for any fees 
incurred if an employer has insufficient funds for the direct 
deposit. [ Cl?oat.os aB mwopt;;ioB t;;o t;;l:io £t;;at;;e' s HoB:ey '±'l?ansfflitters 
Aet: fer ttoe ef pay eardo t:l:tat: eann:et: be ttoed int:ernat:im:tally, be 
used fol? t.l?ansfol?s froffl person te peroen, er be releadcd from ~ 
non depooit:ery oettree. Effceti v e Jttl)' l, 2112 .] (HB1814 rn) 

j.---s-0-1-----. 

The summary description of legislation appearing on this page is for informational purposes only and is 
not legislation or evidence of legislative intent. 
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March 17, 2014 
 
 
The Honorable Clayton Hee 
Chair, Senate Judiciary and Labor Committee 
Hawaii State Capitol, Room 407 
Honolulu, Hawaii 96813 
 
The Honorable Maile Shimabukuro 
Vice Chair, Senate Judiciary and Labor Committee 
Hawaii State Capitol, Room 222 
Honolulu, Hawaii 96813 
 
 
HEARING: Tuesday, March 18, 2014 
   10:00 a.m. 
  Conference Room 016 
  State Capitol, Honolulu, HI 96813 
 
RE: HB 1814 HD2 – Relating to Payment of Wages 
 
Dear Chair Hee, Vice Chair Shimabukuro and Members of the Committee, 
 
On behalf of the Retail Merchants of Hawaii (RMH), thank you for the opportunity to provide testimony in opposition 
to HB 1841 HD 2 – Relating to Payment of Wages.   
 
Retail Merchants of Hawaii (RMH) is a not-for-profit trade organization representing 200 members and over 2,000 
storefronts statewide.  The retail industry is one of the largest employers in the state, employing nearly 25% of the 
State’s labor force. Our goal is to improve and foster of the growth of the retail industry by working with multi-
agency partners to accomplish goals and objectives.  
 
RMH believes that state law should permit employers to utilize this technology so long as it does not hurt the 
employees.  Therefore, it seems unnecessary to place employee protections in the bill, yet still make it voluntary on 
the employee’s part.  If as the bill requires, the employee can designate the accounts for direct deposit and they 
must be FDIC insured and there is no cost to the employee for making the deposit and the employee is entitled to a 
statement, then there is no risk of employer overreach on direct deposit.   
 
Additionally, if an employee does not want or have an account for direct deposit, the employee would be paid in 
cash or check convertible into cash on demand at full face value or via paycard subject to the bill’s restrictions (the 
employee can access his/her money via a network branded pay car, at least once per period without cost of fees 
and there is no charge to the employee for loading the card, activating the card, and delivering the card to the 
employee, and the employee has all rights to request balance by phone, the history and the pay statement). 
 
RMH believes in this way, the employee would not be prejudiced by the direct/deposit / pay card requirement and 
employers are empowered to take advantage of the technology, reduce the potential for fraud and realize the 
economic synergies.   
 
 
 
 
 
 
 



 
 
 
 
We respectfully request this Committee to either oppose HB1814 SD2 or amend it by: 
 

1. Prohibit the employer from requiring direct deposit UNLESS the stated conditions are met.  
 

2. If the employee chooses not to designate a financial institution and an account number the employer may 
not use direct deposit, and may not require the use of a paycard UNLESS the stated conditions are met. 
(The employee’s written authorization would not be one of the conditions.   
 

3. By elimination, this means the employer can require the paycard if it complies with all the employee 
restrictions specific in the bill.  Stated in the alternative, the employer cannot require the paycard UNLESS 
it complies with the employee protections specified in the bill.  If the employer chooses not to offer a 
paycard that complies, the employee is entitled to cash money or a check convertible into cash on demand 
at full face value.  
 

4. We respectfully request the removal of section (e)(10) that incorporates the Electronic Fund Transfer Act. 
As we understand a “network branded prepaid card” almost always would be subject to this requirement 
anyway. 

 
Thank you for your consideration and the opportunity to comment.  Should you have any questions, please feel free 
to contact Sheri Sakamoto at (808) 592-4200 or ssakamoto@rmhawaii.org.  
 
       Sincerely; 

           

       Sheri N. Sakamoto 
              

Sheri N. Sakamoto    
 President  

mailto:ssakamoto@rmhawaii.org
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House Committee on Judiciary and Labor 
March 18, 2014 at 10:00 a.m. 

State Capitol Conference Room 016 
 

Addendum to Written Testimony for House Bill 1814, HD2 

 

The following is a partial list of APA members with a presence in Hawaii who support the APA’s 
position on HB 1814, HD2, as submitted on March 17, 2014: 

• Beauty Systems Group 

• Costco 

• Foster Farms 

• GNC 

• Labor Ready, a True Blue Company 

• Sally Beauty 

• Starbucks 

• UltraDent Products, Inc. 
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 March 17, 2014 

The Honorable Clayton Hee and the Honorable Maile Shimabukuro 
Chair and Vice Chair, Senate Committee on Judiciary and Labor 
Hawaii State Legislature 
State Capitol 
Honolulu, HI 96813 
 

RE:  First Data’s Concerns with HB 1814 HD2 (Payroll Cards) 
 
Dear Chairman Hee and Vice Chair Shimabukuro: 
 
On behalf of First Data, I appreciate the opportunity to share our concerns with language in HB 1814 
HD2, a bill that that would authorize an employer in the state to pay an employee’s wages by means 
of a payroll card.  We believe this bill has been continually improved as it has traversed the legislative 
process, and we appreciate the attention afforded it by your committee and your colleagues in the 
state legislature. 
 
With that said, during the most recent round of negotiations, language was added relating to money 
transmission that we must oppose.  If that language is not removed from the bill, we believe it will 
pose significant problems for employers in the state as well as providers of payroll card services. 
 
By way of background, First Data is a Fortune 300 company that is a leading provider of electronic 
payment processing services.  Our products and services facilitate the ability of businesses and 
government agencies to accept consumer payment card transactions (e.g. credit, debit, prepaid and 
loyalty cards) at the point of sale.  We also own Money Network, a leading payroll solutions provider 
that enables paperless pay for employers while providing employees a safe, convenient and cost-
effective alternative to receiving paper checks. 
 
Our Money Network subsidiary’s package of payroll solutions to employers includes the Money 
Network Payroll Card and the Money Network Check.  The card is a PIN-secured debit pay card that 
functions like a traditional PIN debit card and can be used to make purchases at retail locations. 
Funds are deposited directly onto the card and provide immediate access for withdrawals at ATMs 
throughout the country.  The Money Network Check is a negotiable check that can be cashed for the 
full amount of the employee’s net pay or can function like checks or money orders to pay bills or 
purchase goods or services.   
 
We ask your consideration to amend the bill by removing Section 2(f) and its related provision, 
Section 4(5).  Simply put, we believe that money transmission obligations don’t belong in a payroll 
card environment.  Keeping that language intact would serve as a severe disincentive for employers 
(and state agencies) that want to convert their paper-based paycheck program into an electronic 
payroll program for the benefit of their employees. 
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From the perspective of consumer protection, we support money transmission laws.  Furthermore, 
we absolutely agree that money transmission requirements should be triggered when a third party 
custodian is holding a consumer’s money in order to send it to someone else (like a typical wire 
transfer service). Essentially, money transmission laws require capital and bonding so that there is 
some way for consumers to recoup their money if that third party custodian were to leave the 
business, declare bankruptcy, etc.  
 
However, in a payroll card environment, there is no “custodian” holding the money.  The funds flow 
from an employer to a financial institution (that is FDIC-insured under our program).  Moreover, 
when employees are using network-branded cards (as are used in our payroll card program), those 
payment networks have a zero liability guarantee for any unauthorized transactions that occur on the 
accounts.  So the consumer is protected by FDIC insurance if the financial institution were to fold and 
protected against any unauthorized transactions by network rules. 
 
If the language above were to pass with these money transmission requirements, it would completely 
disrupt the normal payroll chain.  As already stated, today, payroll money flows from an employer to 
the financial institution holding the account.  Simply put, that activity is not money transmission.  
 
Yet, the provisions in Sections 2(f) and 4(5) would turn this payroll service into money transmission.  
Doing so would needlessly complicate the process, as it would require every employer offering 
payroll cards in the state to complete a contractual arrangement with a licensed money transmitter in 
the state.  The funds would then flow from the employer to the licensed money transmitter to the 
financial institution.  This process would be expensive (due to extra reporting obligations or capital 
requirements) and could interfere with the timeframe for an employee to receive the funds.  
 
We believe there is very little consumer benefit to insert a middleman (money transmitter) into a 
process that is already working well between financial institutions and employers.  Consumers who 
use payroll cards are already protected by federal law, the Electronic Funds Transfer Act; the federal 
government because their funds are sent to FDIC-insured financial institutions; and by the payment 
card networks due to their zero-liability guarantee for unauthorized transactions. 
 
First Data / Money Network is proud to offer a payroll card program that we believe provides distinct 
advantages to the end consumer.  We believe that employees enrolled in our program benefit from 
personal financial empowerment, a safer pay source than cash/check, the security of FDIC insurance, 
the ability to more efficiently manage their money, 24-hour access to their funds and an overall less 
expensive option of receiving their wages compared to cash or checks.  Meanwhile, employers 
benefit by efficiently and accurately providing a reliable pay source to their employees, are able to 
avoid problems associated with check fraud and stolen check stock and offer uninterrupted pay in 
times of disaster. 
 
While we commend your colleagues and you for seeking to protect your constituents, we respectfully 
request that the money transmission language be struck from the bill, as it really has no place in the 
payroll card environment.   
 



Thank you for your consideration of this request, and please don’t hesitate to contact me with 
questions or concerns.   
 
Sincerely, 
Kimberly Ford 
Vice President of Public Affairs 
303.967.7174 / kim.ford@firstdata.com  
 
CC:  Members of the Senate Committee on Judiciary and Labor 
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Aloha, 

Testimony in support Bill HB1814 HD2 

47-393 Hui lwa Street 

Kaneohe, Hawaii 

March 17, 201 4 

I want to clearly state that the draft before the committee is an aberration that looks as if it was 

written by the payroll industry. The original draft was clear and to the point, payroll debit cards 

are not acceptable. I support the original draft without reservation. The current draft muddies 

the water with paragraphs that do not address the key issues. These debit cards exploit people, 

generally the young and low wage earners, by trapping them into a high fee structure. HB1814 

HD2 reads as if it was written by the payroll industry, or someone who had the brochure close to 

hand. I support this draft with reservations, because while it provides some protections for 

employees, it will be difficult to enforce and leaves young, low wage earners open to 

exploitation. 

Yes, it is good that the current draft states that employees must agree to the payroll cards in 

writing and they have the right to rescind that agreement. The bill also states that the employer 

shall not mandate the employees use of a paycard. My research and experience has shown that 

these paycards are used for low wage workers, as in the food service industry. These people, 

often young or with limmted skills, are generally not empowered to say no to an employer telling 

them that if they want the job, this is how you get paid. 

The section below is really the heart of the issue. 

® The employee shall have the ability to withdraw the employee's fu ll net wages at least once per payroll period without 
incurring any costs or fees: 

ill The employer shall assume or otherwise absorb any fees or costs imposed by a financial institution for the following 
services: 

(A) The t r ansfer or l oad ing of the emp l oyee ' s net wages into the account 

associated with the pay card or similar means of electronic payment 



l.§1 Activation of the pay card or similar means of electronic payment card; 

and 

(C) Distribution and delivery of the initial pay card or similar means of 

electronic payment card; 

When I last read the brochure for these paycards, the language proposed would not effect the 

use of the paycard at all. In fact the language quoted above from HB1814 HD2 could have come 

from the brochure that my son was given with the paycard he received. But it is the last 

paragraph on the last page of the brochure that was the most interesting. You can withdraw 

your pay in cash every pay period with no fee. but you have to go to the Walmart on 

Keeaumoku Street to do this. one place on all of Oahu. There were also a few A TMs where the 

paycard could be used without being charged a fee, none were located near Kahaluu. There 

was also the option of transferring ones earnings each payperiod from the paycard to the 

employees bank account, but if you are forced to do this, why not just have direct deposit? 

Which makes me think that the employer is shifting the costs of payroll to the employee. 

While HB1814 HD2 has some protections for workers, I believe that the initial draft was a better 

bill. 

Kim La gley ~j ~ 
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