AMENDED IN SENATE AUGUST 5, 2002

CALIFORNIA LEGISLATURE—2001-02 REGULAR SESSION

ASSEMBLY BILL No. 2584

Introduced by Cemmittee—en—Agreulture{Matthews{Chair);
Malderadeo—{ice—Chair—Canciamila—Cardeza—Herez,
Hellingswerthkelley,-Orepeza; Reyes;Salinas;,Hemsen;and
Wiggins) Assembly Member Matthews

February 21, 2002

An—aet—te—amend—SeeHens%?—B—&nd—Q—?@%ef—me—Feed and
An act to add Section 638 to the
Penal Code, relatlng to payroll services.

LEGISLATIVE COUNSELS DIGEST

AB 2584, as amended;-Committee-on-Agrictitdedthews Eggs
Payroll services.

Existinglaw provides that it is unlawful to embezzlegarty from an
employer, or for a bailee to improperly convert property from a party
with a legal right to possession, as specified. Existing law does not
require licensing or bonding for providers of payroll services.

This bill would make it a misdemeanor for an outside provider of
payroll services, as specified, to possess money or negotiable
instruments intended for the payroll and payroll deduction expenses of
a business to which it is providing those services. This bill would exempt
from this prohibition a provider of payroll services that is bonded or has
a state license in a profession requiring the provision of fiduciary duties
to its clients.

The California Constitution requires the state to reimburse local
agencies and school districts for certain costs mandated by the state.
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Statutory provisions establish procedures for making that
reimbursement.
This bill would provide that no reimbursement is required by this act

Vote: majority. Appropriation: no. Fiscal committee: vyes.
State-mandated local program: yes

The people of the State of California do enact as follows:

SECHON-1—Section275+3-ofthe Food-and-Agredltural

SECTION 1. Section 638 is added to the P@aale, to ead:

638. (a) For purposes of this section:

(1) “Outside payroll services” means services by a party who
is not an employee of a business that relate to the preparation of
payroll or payroll deduction documentation for that business, and
services that relate to the payment of those private or
governmental entities payable from the payroll or payroll
deduction funds of that business. “Outside payroll services’
includes, but is not limited to, preparation of paychecks; payment
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of payroll remittances for taxes, insurance, and benefits; and
preparation of payroll summary information and invoices.

(2) “Negotiable instrumentsineans materials received from a
business to provide for payroll or payroll deductions, that can be
redeemedor money without further authorized signatures or other
provision of authority from that business.

(3) “Payroll obligations” means the payments to the
employees of a business, and all associated payments due to
entities other than the employees, including, but not limited to,
federal, state, and local taxes; retirement funds; social security,
unemployment, and disability insurance; charitable deductions;
and life, health, and dental insurance. “Payroll obligatiorigies
not include fees to an entity providing outside payroll services for
the provision of those services.

(b) No person, organization, or other entity providing outside
payroll services may possess any money or negotiable instrument
intended for the payment of the payroll obligations of a business
for which it provides payroll services unless that entity is bonded
pursuant to state law, or is licensed by the state in a profession
requiring the provision of fiduciary duties to its clients.

(c) A violation of this section is a misdemeanor punishable by
imprisonment in a county jail not to exceed one year, a fine not to
exceed ten thousand dollars ($10,000), or by both that fine and
imprisonment.

SEC. 2. No reimbursement is required by this act pursuant to
Section 6 of Article XllI B of the California Constitution because
the only costs that may be incurred by a local agency or school
district will be incurred because this act creates a new crime or
infraction, eliminates a crime or infraction, or changes the penalty
for a crime or infraction, within the meaning of Section 17556 of
the Government Code, or changes the definition of a crime within
the meaning of Section 6 of Article XIll B of the California
Constitution.

Codeisamendedto+ead:
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