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I. EXECUTIVE SUMMARY 
 
Act 121, Senate Bill No. 2220, S.D.1 H.D.2 C.D.1 (2010), established a Construction Site 
Inspection Task Force (CSITF) to analyze the feasibility and potential complications of 
implementing a task force to investigate and inspect construction sites for unlicensed 
contractors, undocumented workers, and workplace safety violations.  The Act also 
provided that the CSITF examine and report on a number of enforcement-related issues. 
 
The Act also required that the CSITF submit a report to the Legislature no later than sixty 
days prior to the 2011 regular session.  
 
Pursuant to Act 121, the designee of the Director of the Department of Commerce and 
Consumer Affairs served as Chair of the CSITF.  Members consisted of two 
representatives each from the Department of the Attorney General; Department of Labor 
and Industrial Relations' Disability Compensation Division, Occupational Safety and 
Health Division, and Unemployment Insurance Division; Department of Taxation; and 
the Department of Commerce and Consumer Affairs.  Members also included a 
representative from the City and County of Honolulu Department of Planning and 
Permitting and the County of Maui Department of Public Works. 
 
The CSITF convened four times over a five-month period to discuss the various issues 
raised in Act 121.  The CSITF created a permitted interaction group in accordance with 
Haw. Rev. Stat. 92-2.5. 
 
Based on its discussions and actions taken, the CSITF adopted several recommendations, 
as detailed in Section VI of this Report. 
 
II. INTRODUCTION 
 
Act 121, Senate Bill No. 2220 S.D.1 H.D.2 C.D.1 (2010), established a CSITF to analyze 
the feasibility and potential complications of implementing a task force to investigate and 
inspect construction sites for unlicensed contractors, undocumented workers, and 
workplace safety violations.  The Act also charged the CSITF with examining a number 
of related enforcement issues.   
 
Specifically, the Act provided that the CSITF examine and report by November 19, 2010, 
on the following items:   
 
     (1) Advantages/disadvantages of information sharing among the participating 
agencies necessary to combat unlicensed contracting, the use of undocumented workers, 
and workplace safety violations, including a discussion of the potential advantages and 
disadvantages of a shared automated information database systems, common case 
numbers, and a centralized debt collection system; 
     (2) Ways to improve the coordination of activities among the participating agencies; 
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     (3) Ways to pool, focus, and target the enforcement resources of the participating 
agencies to deter tax evasion, unlicensed contractor activity, and workplace safety 
violations and to maximize recovery of penalties for violations of laws and rules;  
     (4) Ways to reduce enforcement costs wherever possible by eliminating duplicative 
audits and investigations;  
     (5) The scope of potential cases of violations and noncompliance with tax laws that 
could be identified, audited, investigated, prosecuted through civil action, or referred for 
criminal prosecution; 
     (6) Actions and authority needed by the task force to undertake and publicize its 
activities;  
     (7) Recommendations for any legislation needed to accomplish the goals and to 
implement the recommendations of the CSITF, e.g.: 

(A) Eliminating barriers to interagency information sharing; 
(B) Improving the ability of the participating agencies to audit, investigate, 

and prosecute violations; 
(C) Deterring violations and improving voluntary compliance; 
(D) Establishing centralized, automated data collection services for the 

participating agencies; and 
(E) Emphasizing civil penalties instead of criminal ones whenever possible; 

and 
(8) Identification of funding streams and estimated expenditures needed in order to 
fully implement the recommendations of the CSITF.   

 
CSITF members met on July 27, 2010, September 7, 2010, October 12, 2010, and 
November 9, 2010.  The CSITF was comprised of 15 members from four State 
departments and two county offices.   
 
III. MEMBERSHIP 
 
In accordance with Act 121, the CSITF consisted of the following voting members: 
 
Ms. Jo Ann Uchida, Esq. 
Designee of the Director of Commerce and Consumer Affairs, Chair 
Department of Commerce and Consumer Affairs 
 
Mr. Rodney Tam, Esq. 
Mr. Herbert Lau, Esq. 
Department of the Attorney General 
 
Ms. Daria Loy-Goto, Esq. 
Ms. Verna Oda 
Department of Commerce and Consumer Affairs 
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Mr. Keith Kim 
Ms. Wendy Nakahara 
Disability Compensation Division 
Department of Labor and Industrial Relations 
 
Mr. Jamesner Dumlao/Mr. Ryan Markham1

Mr. Ronald Randall/Mr. Thomas Torkildson

 
Mr. Clayton Chun 
Occupational Safety and Health Division 
Department of Labor and Industrial Relations 
 
Ms. Tanya Lee 
Ms. Wendy Maher 
Unemployment Insurance Division 
Department of Labor and Industrial Relations 
 

2

Ms. Gail Nakagawa/Mr. Josh Kreye
 

3

City and County of Honolulu

 
Department of Taxation 
 
Mr. Ralph Nagamine 
County of Maui Public Works Department 
 
Mr. Tim Hiu 
Department of Planning and Permitting 

4

                                                 
1 Mr. Dumlao attended the CSITF meeting on July 27, 2010.  Mr. Markham replaced Mr. Dumlao, who left 
HIOSH, at subsequent meetings. 
2 Mr. Randall attended the CSITF meeting on July 27, 2010.  Mr. Torkildson, supervisor of DOTax' new 
Special Enforcement Section, replaced Mr. Randall at subsequent meetings. 
3 Ms. Nakagawa attended the CSITF meetings on July 27, 2010, and September 7, 2010.  Mr. Kreye, 
investigator with the Special Enforcement Section, replaced Ms. Nakagawa at subsequent meetings. 
4 Representatives of the Kauai and Big Island permitting departments were invited to serve as CSITF 
members, but fiscal restrictions prevented their participation.  Mr. Art Challacombe of the Honolulu City 
and County Planning and Permitting Department attended all CSITF meetings as a member of the public. 

 
 
IV. DISCUSSION 
 
I. OBJECTIVES OF A TASK FORCE TO INVESTIGATE AND INSPECT 

CONSTRUCTION SITES 
 
This CSITF was charged with evaluating the feasibility of a task force to investigate and 
inspect construction sites for unlicensed contractors, undocumented workers, and 
workplace safety violations, and to examine related enforcement issues.  In order to do 
so, CSITF members discussed a number of possible objectives for such a task force:   
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A. Curtail or deter “underground” or cash businesses, as referenced in 

Section 1 of Act 121;  
 B. Maximize tax revenues; 

C. More efficiently prosecute businesses that are noncompliant with 
workplace safety or labor laws and/or bring businesses into compliance; or  

D. Use a task force model for three specific types of violations:  unlicensed 
contracting, undocumented workers, and workplace safety.   

 
The questions raised in Act 121 lent themselves to a number of different enforcement 
tracks, depending upon the particular goals of the task force.   
 
II.  THE CALIFORNIA MODEL 
 
The CSITF was fortunate to have as a resource David Fogt, Chief of Enforcement, 
Contractors State Licensing Board (CSLB), State of California.  Mr. Fogt was generous 
in providing time, information, and expertise on various aspects of California’s 
underground economy enforcement initiatives.  Mr. Fogt’s insights were valuable 
because much of the language of Act 121 was similar to or based upon legislation in 
California.   
 
CSLB handles both licensing and enforcement of the contracting licensing law.   
California has approximately 300,000 licensed contractors.  The CSLB has an estimated 
435 positions (including approximately 70 investigators who handle consumer 
complaints and 65 investigators who handle joint enforcement or unlicensed activity) and 
an annual operating budget of $55-60 million that is primarily special funded.  CSLB 
receives approximately 20,000 complaints per year.   
 
Over the course of the past several years, the CSLB has developed a multi-pronged 
approach to contractor enforcement.  The CSLB:  1) has entered into regulatory  
partnerships with a number of other state and county agencies to share information and 
delineate enforcement arrangements; 2) is a member of the Economic and Employment 
Enforcement Coalition (EEEC), which is an agency charged with combating California’s 
illegal underground economy; and 3) has developed the Statewide Investigative Fraud 
Team (SWIFT) comprised of CSLB investigators to combat unlicensed activity.  The 
EEEC funds eleven of the CSLB’s 65 joint enforcement/unlicensed activity investigator 
positions.     
 
A. Regulatory Partnerships. 
 
The CSLB is authorized to take disciplinary action against licensed contractors who fail 
to pay employee wages, pay taxes, or carry workers compensation insurance.  The CSLB 
partnered with other state and federal regulators to facilitate information sharing, and 
memorialized interagency agreements. 
 
For example, in fiscal year 2006, the CSLB suspended contractor licenses of businesses 
with tax or wage liabilities.  The CSLB achieved:   



REPORT OF THE CONSTRUCTION SITE INSPECTION TASK FORCE November 2010 
  Page 7   

 
558 license suspensions  
107 settlements reached 
528 restitutions paid 
655 licenses reinstated 
 
These achievements were based in large part upon referrals from other agencies.  For 
example, 12,000 referrals from California’s Employment Development Department (tax 
office) resulted in automatic suspension of those licenses until the judgments were 
satisfied.   The CSLB also has entered into agreements with California’s Division of 
Occupational Safety & Health to receive reports of employers found in violation of safe 
workplace provisions that result in a fatality or serious workplace injury.  The CSLB then 
takes disciplinary action against the contractor’s license.  California’s Division of Labor 
Standards Enforcement refers to CSLB reports of Labor Code violations that result in a 
civil or criminal case or violations that result in a judgment for unpaid wages or penalties.  
A more detailed description of the CSLB’s Memorandum of Understanding (MOU) is 
attached as an Appendix. 
 
B. Economic and Employment Enforcement Coalition (EEEC). 
 
In mid-2005, the EEEC was created with the specific mission of combating California’s 
underground economy.  The EEEC consists of the following agencies: 
 
California Labor and Workforce Development Agency 
Department of Industrial Relations, Division of Labor Standards Enforcement 
Department of Industrial Relations, Division of Occupational Safety and Health 
Employment Development Department Tax Branch 
Employment Development Department Workforce Services Branch 
United States Department of Labor 
Department of Consumer Affairs, Contractors State License Board 
Department of Consumer Affairs, Bureau of Automotive Repair 
Business, Transportation and Housing Agency, Department of Alcoholic Beverage 
Control 
California State Board of Equalization   
 
In addition, various other state and local enforcement and tax agencies participate in 
special operations.  The EEEC has about 66 authorized positions, including a Director.  
EEEC operations involve a wide variety of industries, including agriculture, auto body, 
car wash, construction, garment, horse racing, janitorial, pallets, and restaurant.  A copy 
of the EEEC’s report to the California Joint Legislative Budget Committee and Director 
of the California Department of Finance, dated September 2009, is attached as an 
Appendix.  The EEEC's budget is approximately $6.2 million annually.     
 
 
 
 



REPORT OF THE CONSTRUCTION SITE INSPECTION TASK FORCE November 2010 
  Page 8   

 
C. CSLB Unlicensed Contracting Enforcement:  Statewide Investigative Fraud Team 

(SWIFT). 
 
CSLB’s SWIFT receives complaints against unlicensed individuals actively working on a 
construction project where the cost for labor and materials is $500 or more.  SWIFT work 
includes EEEC and regulatory partnership activity.   
 
When the CSLB receives a complaint against an unlicensed contractor, it may issue an 
administrative citation or file a criminal action with the local district attorney’s office.  In 
some cases, it may initiate injunction proceedings against the non-licensee through the 
Office of the Attorney General or the Office of the District Attorney.   
 
Unlicensed contracting is a misdemeanor in California.  The first conviction is punishable 
by a fine not exceeding $5,000 or by imprisonment not exceeding six months, or by both.  
For a second offense, the fine is 20 percent of the contract price or 20 percent of the 
aggregate payments to the unlicensed contractor, or $5,000, whichever is greater, and a 
mandatory jail sentence of not less than 90 days.  A third or subsequent conviction is 
punishable by a higher fine amount and by imprisonment for not more than one year or 
less than 90 days.5

HIOSH is authorized to interview employees without management present.  Because 
HIOSH's authority or jurisdiction for an inspection is grounded upon the existence of an 

   
 
III. THE HAWAII MODEL 
 
A.  Roles/Responsibilities of CSITF Members.  
 
1. Department of Labor and Industrial Relations, Hawaii Occupational Safety & 

Health Division (HIOSH) 
 
HIOSH’s primary purpose is to ensure a safe workplace.  HIOSH does not have 
jurisdiction over employers with fewer than 10 employees.  HIOSH conducts 
unannounced program inspections, as well as site visits based upon complaints and 
reported accidents.  Fine amounts range from $0 to $70,000.  HIOSH employs six (6) 
safety inspectors statewide:  four (4) in Honolulu, one (1) in Kona, and one (1) in Hilo.  
There are also five (5) health inspectors statewide.  HIOSH has had joint enforcement 
experience through its work with the federal OSHA office. 
 
HIOSH is prohibited by Haw. Rev. Stat. 396-14 from disclosing records to civil litigants 
and by Haw. Rev. Stat. 396-8(f) from disclosing the names of complainants and 
witnesses.  HIOSH does not disclose copies of its investigation records, even to law 
enforcement agencies per Haw. Rev. Stat. 92F-19.  However, when the requirements of 
Haw. Rev. Stat. 396-14 and Haw. Rev. Stat. 396-8(f) are met and a final order is entered, 
HIOSH does disclose redacted copies of its records pursuant to Chapter 92F, Hawaii 
Revised Statutes.  Final orders are public record and are available online.   
 

                                                 
5 See California Business and Professions Code Section 7028.   
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employee/employer relationship, the undocumented status of a worker is not usually 
relevant. 
 
HIOSH is facing staffing shortages and the creation of a task force would exacerbate 
those staffing problems. 
 
HIOSH has a Consultation and Training section, which provides free education for all 
employers.  It is unknown whether HIOSH has any funds budgeted for consumer 
education. 
 
HIOSH is unaware of any instance where a Professional Employer Organization (PEO) 
was cited for HIOSH violations.  Generally, HIOSH cites the client, not the PEO, for 
violations. 
 
2. Department of Labor and Industrial Relations, Disability Compensation Division 

(DCD) 
 
DCD handles workers compensation, temporary disability insurance (TDI), and health 
care coverage issues.  DCD’s jurisdiction is based upon the existence of an employer-
employee relationship.  DCD enforcement is made up of an Audit Section and an 
Investigation Section. 
 
DCD has two (2) auditors on Oahu that have statewide jurisdiction.  Major audit duties 
include:  1) audit of employer records for the healthcare premium supplementation 
program; 2) financial statements review for self-insured employers; 3) financial solvency 
audits for delinquent employers; and 4) complaint audits for excessive or unauthorized 
medical and TDI payroll deductions. 
 
DCD auditors are not involved in coverage issues or determination of employer-
employee relationships for any of the DCD programs.  The scope of the DCD auditor’s 
examination does not include records of undocumented or cash wage workers.  
Participation in a task force by DCD auditors would not be feasible since their work does 
not contain any relevant information to share in regards to undocumented workers.  As a 
result of the economic recession and reduction in staffing, the auditors are being directed 
to concentrate their work primarily on the subsidy program for healthcare premiums and 
financial reviews of self-insured employers.  Minimal audit time is devoted to 
compliance issues. 
 
DCD has five (5) investigators statewide:  one (1) in Hilo handles the entire island of 
Hawaii; one (1) for Maui, Lanai, and Molokai; and three (3) on Oahu, who also handle all 
investigations for the island of Kauai.  Investigators handle complaints and also work on 
lists of delinquent registered employers who are not compliant with workers 
compensation, TDI, or health requirements. 
  
DCD receives approximately 200 health care and 200 TDI complaints per year and an 
estimated 100 complaints per year involving workers compensation.  The DCD can levy 
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fines at $1/day per eligible employee for TDI and health care with a minimum of $25 
and$10/day per employee for workers compensation with a minimum of $250 to an 
employer for noncompliance.  DCD investigation section indicates that collaboration 
with other state agencies, such as joint interviews of witnesses, could be helpful, given its 
limited resources and staffing. 
  
The DCD's primary responsibility is to determine worker eligibility and the 
undocumented status of a worker is not germane to that determination. 
 
Given the number of DCD investigators, participation on a task force would not be 
feasible.  Information sharing, however, such as referring DLIR orders to DCCA, is 
possible. 
 
The DCD does not have funds budgeted for consumer education or publicity.  Primary 
outreach is conducted through quarterly employer workshops and the DCD website. 
 
The issue of PEOs and whether the PEO or the client company is the employer is 
currently in debate, however, DCD currently holds the PEO liable for any violations of 
law. 
 
3.  Department of Labor and Industrial Relations, Unemployment Insurance Division 

(UID) 
 
UID registers companies with one or more employees.  Employers must file quarterly 
reports and make unemployment fund payments.  There are thirteen (13) auditors on 
Oahu and three (3) on the Big Island.  UID Special Activities Unit also conducts on-site  
investigations for alleged unemployment fraud.  UID indicates that joint enforcement 
may be beneficial in specific cases, especially joint interviews of witnesses.   
 
Haw. Rev. Stat. 383-95 provides for confidentiality of UID information, however, 
information can be shared with other law enforcement agencies pursuant to an MOU.  
UID and RICO currently operate under an MOU for limited information sharing. 
 
The UID does not consider whether or not a worker is undocumented.  It does not refer 
cases to other agencies for prosecution. 
 
The UID is interested in collaboration with other agencies, outside the context of a 
formally created, permanent task force.  Moreover, it is questionable whether the UID 
can use federally-funded personnel for a task force. 
 
The UID has no budget for education or publicity.  It sponsors quarterly workshops for 
new employers and offers videos on its website to assist with the application for benefits. 
 
There are no issues relating to PEOs and unlicensed contracting in the UID context. 
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4. Department of the Attorney General (DAG) 
 
DAG representatives provide legal advice to HIOSH and assist that agency with 
subpoenas for warrants and other legal matters.  DAG also provides legal advice to 
professional licensing boards, including the Contractors Licensing Board. 
 
5. Department of Taxation, Special Enforcement Unit (DOTax) 
 
DOTax handles violations of tax laws.  The Special Enforcement Unit investigates 
persons or entities that may be in violation of state tax laws, with a special emphasis on 
"underground economy,” and is specially-funded.  Both licensed and unlicensed persons 
pose problems and cash jobs are prevalent.  DOTax can issue fines of up to 75% of the 
taxes owed.  Fraud cases are referred for criminal prosecution.   
 
DOTax works with federal, state, and county agencies, but is governed by strict 
confidentiality restrictions that limit its ability to share taxpayer information.  However, 
the Special Enforcement Unit is interested in receiving information relating to 
"underground" businesses that are not reporting or are underreporting income.   
 
DOTax had no comment on the issues of undocumented workers, creation of a task force, 
and PEOs.  
 
DOTax has funds to conduct outreach, distributes pamphlets and posters, and maintains a 
complaint line for public calls. 
 
6. Department of Commerce and Consumer Affairs, Regulated Industries 

Complaints Office (RICO)   
 
RICO has enforcement responsibilities for over 45 professions.  It administratively 
prosecutes cases against licensed contractors for license violations and civilly prosecutes 
unlicensed contractors.  There are approximately 127,000 licensees statewide and 
approximately 12,700 contractor licensees.  RICO has 22 field investigator positions in 
Honolulu, Hilo, Kona, and on Kauai and Maui.  RICO received approximately 2,100 
complaints in FY 2010, over a quarter of which (550) related to contracting.   
 
A willful violation of any law of the State, or any county, relating to building, including 
any violation of any applicable rule of the Department of Health, or of any applicable 
safety or labor law is grounds for discipline against a licensee.  Haw.Rev.Stat. 444-17(6). 
 
RICO receives referrals from DOTax when licensees fail to comply with stipulated 
payment schedules and pursues disciplinary action against licensees for nonpayment of 
taxes. 
 
With regard to unlicensed activity, when RICO determines that unlicensed activity has 
occurred or is occurring, it may issue a citation for unlicensed activity or it may file a 
civil lawsuit against the unlicensed person.  A stop work order is issued at the time a 
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citation is issued and, if the unlicensed activity is substantiated, the unlicensed person is 
assessed a fine.  If a lawsuit is filed, RICO seeks an injunction to bar unlicensed activity 
and may seek civil fines and restitution, as well as orders to disconnect telephone service.   
 
Civil fines for unlicensed contracting activity are $2,500 or 40% of the total contract 
price, whichever is greater, for the first offense; $3,500 or 40% of the total contract price,  
whichever is greater, for the second offense; and $5,000 or 40% of the contract price, 
whichever is greater, for any subsequent offense.  Haw. Rev. Stat. 444-23(b).   
 
Any person who engages in unlicensed activity shall be guilty of a misdemeanor and be 
subject to a fine of not more than $1,000 or imprisoned not more than one year, or both, 
and each day’s violation shall be deemed a separate offense.  Haw. Rev. Stat. 436B-
27(b).  RICO communicates regularly with criminal or other law enforcement authorities 
regarding unlicensed contracting activity that may be considered for criminal 
prosecution. 
 
RICO investigates and prosecutes persons who have impersonated a U.S. citizen to gain 
licensure and enforces a state law that prohibits a contractor from hiring illegal aliens.  In 
unlicensed cases, particularly involving unlicensed massage therapists, RICO routinely 
sees undocumented workers and collaborates with the U.S. Immigration and Customs  
Enforcement (ICE).  In unlicensed contracting cases involving undocumented workers, 
RICO is in contact with other state agencies.  RICO also remains open to receiving any 
and all tip information and to collaborating with other state agencies on joint enforcement 
initiatives. 
 
RICO supports criminal prosecution of unlicensed contractors in conjunction with 
existing civil enforcement penalties.  More detailed discussions between RICO and 
criminal law enforcement agencies need to occur before any legislation concerning 
criminal penalties can be proposed. 
 
In the context of PEOs, there are still on-the-job supervisory requirements for leased 
employees.  RICO noted its concern that employees may be leased for specific activities 
that require specialized training. 
 
RICO does offer consumer education, however, any special publicity projects related to a 
new task force during this period of fiscal challenges is not advised. 
 
7. Contractors License Board (CLB)  
 
The CLB issues contractor licenses.  The CLB is not involved with the enforcement of 
unlicensed activity, but provides interpretations of the contracting law and issues 
disciplinary orders involving licensee violations.  It is uncertain to what extent the CLB 
would be able to contribute should a permanent task force be created. 
 
The CLB has no direct involvement with the issue of undocumented workers.  However, 
a licensed contractor must be a U.S. citizen, national, or authorized alien. 
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The CLB receives tax information from DOTax and refers this information to RICO. 
The CLB has considered the issue of PEOs and has allowed the PEO to obtain necessary 
workers' compensation. 
 
The CLB has an education fund, which is used to pay for pamphlets and other 
educational materials.  The CLB also uses its website to disseminate information to 
consumers and licensees. 
 
8. City and County of Honolulu, Department of Planning and Permitting (DPP-

HNL) 
 
DPP-HNL oversees building permits and issues approximately 14,000 permits per year.  
DPP-HNL conducts permit investigations and complaint investigations.  There are 60 
inspectors for building code violations.  Penalties include civil fines of $50/day up to 
$1,000 for violations or work stoppage if there is no permit.   
 
DPP-HNL attempts to coordinate services with other law enforcement agencies, most 
recently with DOTax, and is willing to share information with other law enforcement  
agencies, including building permit information that may not be on the DPP-HNL 
website.  Joint enforcement may be difficult to coordinate because investigations often do  
not occur during regular work hours.  DPP-HNL requires permission to access a building 
site or it must obtain a search warrant. 
 
DPP-HNL requires subcontractor information at the time a permit is issued, and a permit 
can be closed even if the structure is incomplete.   Since the focus is on building safety, 
the undocumented status of a worker is not relevant.  In addition, many persons are not 
identified on a jobsite. 
 
The DPP-HNL already coordinates services with other agencies, as needed.  It recently 
referred a case to RICO involving life/safety issues and would be willing to refer more 
cases, as appropriate.  The DPP-HNL receives general county funds, which might affect 
any joint enforcement activities. 
 
The DPP-HNL requires the public to obtain permitting information and to apply for a 
building permit on-line and provides computers for public use.  Permit centers distribute 
pamphlets from other agencies. 
 
9. County of Maui Public Works Department (CMPW) 
 
CMPW handles complaints, such as construction work without a permit, but it does not 
know who is performing the work until a site inspection is conducted.  Permits are issued 
to licensed contractors, but the CMPW does not know who the workers are.  CMPW has 
five (5) electrical and plumbing inspectors and three (3) construction inspectors.  
Inspectors can assess fines, for instance, if a building is occupied before authorization.  
Fines range from $200.  Collecting fines is a challenge.   
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Copies of notices of violation are sent to RICO’s Maui office.  CMPW issues warning 
letters or fines for noncompliance.  Due to the specific focus of CMPW's work, there is 
little opportunity for collaboration with other agencies.  Since permits are issued to  
licensed contractors, there is little or no opportunity for CMPW to know if the workers 
are undocumented. 
 
Given the difficulty in collecting fines, the CMPW was interested in improving methods 
to collect fines.  The CMPW also would support legislation that expedited fine 
collections by the counties. 
  
B.  Regulatory Partnerships – Information Sharing  (Shared Databases/MOUs). 
 
CSITF members have entered into MOUs on an as-needed basis, including an MOU 
between UID and RICO and between DOTax and DPP-HNL.  The CLB receives 
information from DOTax and UID and refers the information to RICO for possible  
prosecution.  DLIR orders are not now, but could be, referred to the DCCA.  The DPP-
HNL works with RICO on various cases and refers certain cases involving safety issues  
to RICO.  These existing agency partnerships that facilitate information sharing or 
referral should continue. 
 
Additional regulatory partnerships between RICO and other agencies for information 
sharing that would assist RICO in identifying unlicensed activity should be explored.  
Other types of information sharing have the potential of resulting in more license 
suspensions, disciplinary actions, and collections of fines, primarily against contractor 
licensees.   
 
C.   Regulatory Partnerships – Collaborative Enforcement. 
 
CSITF members viewed a video produced by EEEC that depicted a construction site 
inspection by EEEC members, including representatives from the CSLB, the tax office, 
and the workplace safety office.   An EEEC representative was depicted as speaking to a 
worker regarding proper use of equipment, and another EEEC representative (from 
CSLB) was shown issuing a citation to a subcontractor whose license was no longer 
current.   
 
Application of the EEEC model to CSITF members would require more resources and 
staff than is currently available.  While Hawaii’s construction industry is much smaller 
than California’s construction industry, some CSITF members indicated that recent 
budget and staff cutbacks have compelled them to focus on priority or core mission 
responsibilities, and that it would be a challenge to divert limited resources from those 
responsibilities. 
 
CSITF members agreed, however, that there are clearly situations in which strategic 
collaboration is important and desirable among enforcement agencies with concurrent 
jurisdiction over particular construction jobsites.  Members noted that because jobsite 
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situations will necessarily vary, the enforcement agencies could develop a shared contact 
list to facilitate prompt discussion of relevant enforcement issues. 
 
Members were particularly interested in the extent to which joint interviews of witnesses 
could be conducted, in order to ensure that witnesses are taking consistent positions with 
all enforcement agencies.  Collaboration prior to any site inspection would be critical in 
determining which agencies had jurisdiction, what each agency’s role would be, and 
which agencies could participate in a site inspection.   
 
V. SPECIFIC FINDINGS 
 
1. Underground economy enforcement should model California EEEC.  
 
Act 121 established the CSITF to analyze the feasibility and potential complications of 
implementing a task force to investigate and inspect construction sites for unlicensed  
contractors, undocumented workers, and workplace safety violations.  Act 121 also 
particularly emphasized a concern over Hawaii's growing underground economy. 
 
If the focus of the task force is to combat the underground economy, California’s EEEC 
model should be considered, provided that sufficient resources are allocated to implement  
the initiative.  Subsuming underground economy enforcement into existing programs 
would be problematic:  1) due to the current shortage of agency staff and budget; 2) 
because existing programs must address violations by both underground and established 
entities; and 3) because prosecutions based on cash transactions will be time-consuming 
and require specialized training and expertise.  Also, to the extent underground economy 
issues, such as undocumented workers, extend across different industries, the jurisdiction 
of the task force should be more general in scope, rather than focused only on the 
contractor industry, in a manner similar to California's EEEC. 
 
In addition, while state agencies can investigate reports of undocumented workers in 
connection with possible state law violations, the cooperation of and partnerships with 
federal agencies, such as ICE, would be critical to any strategic effort to address 
undocumented workers.    
 
2. Unlicensed contracting, undocumented workers, and worker safety violations 

occur at one construction site infrequently. 
 
The CSITF discussed each member's core responsibilities and how those responsibilities 
related to the issues of unlicensed contracting, undocumented workers, and worker safety. 
The CSITF found that the instances in which violations involving unlicensed contracting, 
undocumented workers, and workplace safety all take place at one jobsite do not occur 
regularly and that the creation of a specific task force to address this combination of 
violations is not necessary. 
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3. Advantages/Disadvantages of Information Sharing and Ways to Improve 

Interagency Coordination.   
 
CSITF members discussed the merits of having UID, HIOSH, DCD, and DOTax report 
to RICO labor and tax law violations that may have been committed by contractor 
licensees, in a manner similar to the California model.  CSITF members raised concerns 
that referrals and aggressive prosecution (i.e., suspension) of contractor licensees for a 
variety of state law violations in a manner similar to California would disproportionately 
impact contractor licensees without addressing concerns regarding "underground 
economy" contractors or unlicensed contractors.   
 
While there is no question that licensees operating in violation of state law should be 
prosecuted, the paradoxical result of suspending contractor licenses for all types of state 
law violations is that the number of unlicensed contractors will be increased rather than 
reduced.  On the other hand, licensees may be willing to pay delinquent fines, penalties,  
and taxes to the state in order to preserve their licenses, which may increase revenues to 
the State.   
 
While there appear to be disadvantages to certain types of case referrals, there also are 
obvious advantages, from an enforcement perspective, in information sharing and  
collaboration.  Act 121 has been the catalyst for discussions among state and county 
enforcement agencies.  For instance, RICO invited CSITF members to its annual staff 
training in September 2010.  CSITF members from DLIR, DOTax, and DPP-HNL 
attended and spoke about their agency work and functions.  These discussions have led to 
a better understanding of each agency’s jurisdiction and enforcement authority and have 
opened avenues for future collaboration. 
 
As another example of the benefits of agency collaboration, information about who a 
contractor lists as an employee for DCD, unemployment, and withholding purposes could 
assist RICO in distinguishing licensee employees from unlicensed contractors.  
Conversely, detailed information about a business’ license structure may assist UID, 
HIOSH, DCD, and DOTax in identifying bonafide employees versus independent 
contractors for purposes of compliance with worker safety, labor, and tax laws.   
 
CSITF members support the creation and maintenance of a shared contact list to facilitate 
proactive, strategic discussions on an ad hoc basis.  In addition, because staff turnover 
and/or reassignment is inevitable, CSITF recommends that enforcement agencies adopt 
policies that support sustained interaction, cross-training, networking, and information 
sharing.  Networking opportunities can be implemented with little cost to the 
participating agencies and could be the foundation for future collaborative enforcement 
activity. 
 
CSITF members discussed the possibility of a shared automated information database 
system with common case numbers and a centralized debt collection system.  Because 
agencies such as UID, HIOSH, and DOTax are governed by both state and federal law, 
and are subject to specific confidentiality requirements, the challenges in implementing 
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such a system appear to outweigh the benefits at this time.  CSITF members did, 
however, examine the benefits of receiving more detailed building permit information 
from the county building departments, including possible programming enhancements 
that would provide agencies such as RICO with more detailed information about 
contractors and subcontractors. 
 
4. Ways to pool, focus, and target the enforcement resources of the participating 

agencies to deter tax evasion, unlicensed contractor activity, and workplace safety 
violations and to maximize recovery of penalties for violations of laws and rules.  
Ways to reduce enforcement costs by eliminating duplicative audits and 
investigations.   

 
As noted above, most of the CSITF member agencies are governed by certain statutory 
confidentiality provisions that restrict or prevent sharing of information with other  
agencies.  RICO currently receives some limited information from UID based upon an 
MOU, however, it appears that the MOU should be revised to allow for a broader range 
of information and RICO will be preparing and proposing MOU revisions. 
 
The DPP-HNL has attempted to coordinate services with other state agencies, most 
recently with DOTax.  DOTax and UID send information to the CLB, which forwards the  
information to RICO, as necessary.  These existing channels of information sharing 
should be maintained and expanded to the extent feasible. 
 
HIOSH is prohibited by Haw. Rev. Stat. 396-14 from disclosing records to civil litigants 
and by Haw. Rev. Stat. 396-8(f) from disclosing the names of complainants and 
witnesses.  HIOSH does not disclose copies of its investigation records, even to law 
enforcement agencies per Haw. Rev. Stat. 92F-19.  However, when the requirements of 
Haw. Rev. Stat. 396-14 and Haw. Rev. Stat. 396-8(f) are met and a final order is entered, 
HIOSH does disclose redacted copies of its records pursuant to Chapter 92F, Hawaii 
Revised Statutes. 
 
CSITF members will be exploring the feasibility of providing for greater sharing of 
investigative information as part of the group’s collective law enforcement 
responsibilities.  Detailed information about particular events or workplace incidents that 
can be shared with other agencies will assist those agencies in preparing stronger cases 
against violators and in obtaining higher fines, penalties, and other sanctions.   
 
Several CSITF members expressed interest in conducting joint witness interviews, to the 
extent feasible, in cases involving multi-agency jurisdiction.  Joint interviews could deter 
witnesses from fashioning their statements to suit the particular agency, a witness would 
have to be located once rather than several times, and interviewers would have the benefit 
of listening to the questions and answers concerning related, but separate enforcement 
matters. 
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5. Scope of potential cases of violations and noncompliance with tax laws that could 

be identified, audited, investigated, prosecuted through civil action, or referred for 
criminal prosecution.   

 
As noted above, DOTax Special Enforcement Unit investigates persons or entities that 
may be in violation of state tax laws, particularly with regard to Hawaii's "underground 
economy.”  However, DOTax is governed by strict confidentiality laws that preclude it  
from sharing information about its ongoing investigations.  DOTax CSITF members 
encouraged tips from other enforcement agencies regarding unreported or underreported 
income. 
 
6. Actions and authority needed by the task force to undertake and publicize its 

activities; potential procedures, including but not limited to an advertised 
telephone hotline for soliciting from the public referrals of suspected violations. 

   
CSITF members recognize the importance of consumer and industry education regarding 
enforcement initiatives as a deterrent to violators and to prevent consumers from being 
victimized.  Such initiatives to educate consumers and industry should be included in any 
comprehensive enforcement proposal.  However, given the current budget and staffing 
restrictions in place, funding publicity or educational initiatives is not a priority. 
 
7. Recommendations for any legislation needed to accomplish the goals and to 

implement the recommendations of the CSITF, e.g.: eliminating barriers to  
interagency information sharing; improving the ability of the participating 
agencies to audit, investigate, and prosecute violations; deterring violations and 
improving voluntary compliance; establishing centralized, automated data 
collection services for the participating agencies; and emphasizing civil penalties 
instead of criminal ones whenever possible.    

 
The CSITF discussed the need for legislation in the context of information sharing, 
improving agency efforts to prosecute and deter violators, establishing centralized data 
collection services for members, and civil and criminal penalties.  As noted above, CSITF 
members recognize the value in sharing information and support agency collaboration on 
an ad hoc basis.  However, given the existing comprehensive state and federal statutory  
provisions, including confidentiality provisions, that currently govern CSITF member 
agencies, the CSITF found that additional legislation was premature at the present time 
and could unintentionally compromise core functions. 
 
The CSITF also found that 1) civil enforcement alone is not sufficient to deter or control 
unlicensed activity; and 2) extensive discussions with criminal law enforcement agencies 
are necessary before any legislation to strengthen criminal penalties can be proposed. 
 
In California, enforcement of unlicensed contracting is addressed primarily through the 
use of criminal laws.  Under California law, unlicensed contracting is a misdemeanor.  A 
person who commits a second violation receives mandatory jail time.  Some CSLB 
investigators are peace officers or have authority to issue summons to appear.   
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In Hawaii, unlicensed contracting is generally prosecuted through the civil courts and 
results in an injunction and a fine.  It is also a misdemeanor, but criminal law 
enforcement authorities are reluctant to prosecute unless the crime includes a more 
serious additional violation, such as theft.  As a result, few criminal prosecutions occur. 
 
As an example of the need for both civil and criminal enforcement measures, RICO cited 
and obtained numerous civil judgments against Tevita Ungounga for unlicensed 
contracting.  Mr. Ungounga was also convicted in an action by the Department of the 
Attorney General for failure to file tax returns and is currently facing additional charges.  
In October 2010, Mr. Ungounga was held in contempt for continuing to engage in 
unlicensed activity while enjoined from doing so.  For chronic violators such as Mr. 
Ungounga, civil judgments and injunctions do not sufficiently deter unlicensed activity. 
 
8. The need for the authority to enter at reasonable times and without prior notice, 

any property, public or private, for the purpose of investigating and inspecting the 
condition or operation of a construction site.      

 
Most CSITF members reported that court orders were used in those instances in which 
access to private property was refused.  For instance, DPP-HNL investigations usually do  
not occur during regular work hours and permission to access a building site is required, 
in the absence of a search warrant.  CSITF members acknowledged the difficulty and  
time involved in obtaining a court order, but did not consider the process to be 
problematic.  RICO noted that if additional emphasis is placed on criminal prosecution, 
the feasibility of access to jobsites without a court order should be discussed with 
criminal law enforcement authorities. 
  
9. Funding streams and estimated expenditures needed in order to fully implement 

CSITF recommendations.   
 
CSITF members reported numerous staff shortages and budgetary constraints in meeting 
day-to-day agency responsibilities.  Consumer education budgets are reduced or non-
existent and most CSITF member agencies utilize cost-effective methods, such as their 
respective websites, to promote services and educate consumers.  Given these personnel 
and fiscal limitations, existing funding sources for joint enforcement initiatives are not 
available.  As a result, CSITF members support planned, strategic collaboration on an ad 
hoc basis, including joint interviews of witnesses, as an economical joint enforcement 
initiative.  
 
VI. RECOMMENDATIONS 
 
1. While a task force may be appropriate to address the broader issue of the 
"underground economy,” the creation of a task force that would specifically address 
unlicensed contracting activity, undocumented workers, and worker safety violations is 
not necessary at this time because collaborative enforcement can occur on an as-needed 
basis without the creation of a special task force.  The instances in which all three types 
of violations occur at one jobsite do not occur with enough frequency to warrant the 
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creation of a dedicated task force and will divert resources from the core functions of the 
participating agencies.  However, more frequent information sharing and proactive, 
strategic discussion of problematic jobsites can and should occur. 
 
2. The CSITF recommends the creation and maintenance of a shared contact list to 
facilitate strategic discussions on an ad hoc basis.  The CSITF also recommends that 
enforcement agencies adopt policies that support sustained interaction, cross-training, 
networking, and information sharing.  For instance, RICO invited CSITF members to its 
annual staff training in September 2010, where CSITF members from DLIR, DOTax, and 
DPP-HNL spoke about their agency work and functions.  At a minimum, opportunities 
for ongoing inter-agency discussion and collaboration should be encouraged. 
 
3. CSITF member agencies are governed by both state and federal law and are 
subject to specific confidentiality restrictions.  As a result, implementing a shared  
automated information database system with common case numbers and a centralized 
debt collection system is not feasible at the present time.  Confidentiality restrictions in 
applicable state and federal laws should continue to be examined and an MOU that 
facilitates the exchange of information should be pursued, where appropriate. 
  
4. To the extent feasible, the CSITF recommends joint witness interviews in cases 
involving multi-agency jurisdiction. 
 
5. Given existing state and federal statutory provisions that govern CSITF member 
agencies, any new legislation is premature at the present time.  Legislation may be 
necessary in the future if interagency MOUs do not result in meaningful information 
sharing. 
 
6. Although Act 121 sought the use of civil sanctions in lieu of criminal sanctions 
wherever possible, the CSITF recommends a combination of civil and criminal 
enforcement measures to address unlicensed contracting violations.  Civil enforcement 
alone is not sufficient to deter or control unlicensed activity.  The CSITF also 
recommends more extensive discussions between affected CSITF member agencies and 
criminal law enforcement agencies to bolster criminal enforcement efforts. 
  
7. Issues and problems relating to PEOs/employee leasing in the contracting context 
should be monitored and appropriate restraints should be implemented to limit the use of 
employee leasing by owner-builders. 
 
8. The CSITF recommends that agencies with an interest in specific building permit 
information initiate discussions with DPP-HNL on possible database enhancements to 
facilitate receipt of this information.  Until database enhancements can be implemented, 
the CSITF recommends continued discussions with the various county planning 
departments responsible for permitting to obtain information as needed.   
 
9. The CSITF recommends continued discussions between RICO and CSLB to 
obtain more detailed information about site inspections conducted by that agency.   
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10. If further examination of joint enforcement is contemplated by the Legislature, a 
discussion forum that is not governed by Chapter 92, Hawaii Revised Statutes, should be 
considered.  Discussions relating to law enforcement targets and techniques were difficult 
to conduct in a public forum. 
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VII. APPENDICES 
 
Act 121, Senate Bill No. 2220, S.D.1 H.D.2 C.D.1 
 Twenty-Fifth Legislature 2010 
 
CSITF Meeting Agendas 
 
CSITF Meeting Minutes 
 
CSITF Meeting Handouts 
 CSLB Underground Economy Enforcement:  Multi-Jurisdictional 
  Prosecution of Illegal Operators 
 EEEC Report to the California Joint Legislative Budget Committee and 
  Director of the California Department of Finance, dated September 2009 
  CSLB MOU 
 Hawaii Business article: "Hawaii's Underground Economy" 
 Digest of Chapters 386, 392, 393, HRS 
 Chapter 92, HRS 
 The Sunshine Law 
 DOTax News Release, dated September 14, 2009 
 California Business and Professions Code Section 7028 
 
Permitted Interaction Group Report and Recommendations 
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