MEMORANDUM

TO:
Conditionally-licensed payroll processors

FROM:
Emilie Sinclair, payroll processor licensing coordinator

RE:
New law; Payroll processor recovery fund; End of conditional licenses

DATE:
08/23/2006

The recent amendments to the payroll processor law became effective today, August 23, 2006.  A copy of the new law (PL 2006; Chapter 500) is enclosed.


The new law creates a payroll processor recovery fund, to serve as an option for all companies that cannot qualify for (or cannot afford) a surety bond in the full indicated amount.


For the 2007 renewal, we will require that all conditional licenses move to an “unconditional” (full) license, either by obtaining a surety bond or a letter of credit in the full amount required, or by providing a minimal $10,000 surety bond and depositing an amount equal to 1% of the balance of the needed coverage into the recovery fund.


For example, if your volume of withholdings would ordinarily require a $200,000 surety bond or letter of credit, then if you want to utilize the recovery fund option you will be required to post a $10,000 surety bond, and then contribute 1% of the balance (1% of $190,000, or $1,900) into the recovery fund.  Our office has already provided $250,000 “seed money” into the fund, so your employer clients will be protected for at least $125,000 of losses incurred (recovery due to any single loss is limited to 50% of monies in the fund).  The fund is designated to grow until it provides protection equivalent to the largest level of surety bond.

The purpose of this memo is to help you prepare for the upcoming change. In addition to a copy of the changes to the law, we have enclosed a $10,000 surety bond form so that you can begin discussions with your surety company or agent, and a revised application form incorporating the new recovery fund option.

Feel free to write me or Director Lund with any questions about the upcoming changes. 

Encl:  Chapter 500 (2006 Public Law)

           $10,000 surety bond form


Revised application
