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RE:
HOUSE BILL NO. 1969 HD1 RELATING TO WORKERS’ COMPENSATION
Chair Herkes, Vice Chair McKelvey and Members of the Committee:


My name is Jim Tollefson and I am the President and CEO of The Chamber of Commerce of Hawaii ("The Chamber").  I am here to state The Chamber’s strong support to House Bill No. 1969 HD1, relating to Workers’ Compensation.

The Chamber is the largest business organization in Hawaii, representing over 1100 businesses.  Approximately 80% of our members are small businesses with less than 20 employees.  The organization works on behalf of members and the entire business community to improve the state’s economic climate and to foster positive action on issues of common concern.

This measure excludes services for a limited liability company or limited liability partnership from the definition of "employment" if the person performing services has a fifty per cent or higher transferable interest in the limited liability company or limited liability partnership.

Workers' compensation provides medical insurance and wage loss for work related injuries for employees while protecting employers from civil liability resulting from such injuries.  The Chamber believes that this measure is consistent with the intent of protecting employees while helping employers reduce overhead costs by enabling businesses to save on workers’ compensation premiums.


The Chamber supports this measure for the following reasons:  The Chamber finds that owners who do not work at the business would more than likely not suffer a work-related injury; therefore they do not benefit from workers' compensation.  Additionally, owners would not gain any benefit from suing his or her own company for any injury, even for one that was suffered and was related to the business.  Similarly, owners who work at the business would also have little incentive to file a workers' compensation claim.  Essentially, owners would have nothing to gain from suing themselves because such action would result in increased premium costs, and potentially affect the viability of their business.  
Accordingly, it makes sense for owners to opt out of the mandatory workers’ compensation coverage.  Mandatory coverage imposes additional costs on businesses, especially on sole proprietors; therefore, the proposed exclusion will alleviate some of the high costs of doing business.  At least 41 states have some statutory provision that make workers’ compensation coverage elective for sole proprietors and at least 31 states have some statutory provision that makes workers’ compensation coverage elective for LLC members.  

For these reasons, The Chamber of Commerce of Hawaii urges your Committee to pass this measure.


Thank you very much for the opportunity to testify.  
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