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SUMMARY

The Supreme Court of Hawai'i held that the Department of Labor and Industrial Relations issued a

notification of violation against Paul's Electrical Service, Inc. after an unreasonable two-year delay.

Because the notification was invalid, the court vacated the circuit court's judgment affirming a three-

year suspension from government construction contracts and remanded for entry of judgment in favor

of Paul's Electrical. The opinion also clarified the standards for reviewing administrative agency

decisions and discretionary determinations.
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Paul's Electrical appealed from the first circuit court's judgment
affirming the Department of Labor and Industrial Relations' decision
to suspend it from new government construction contracts for three

years.

On a secondary appeal, the Supreme Court determines whether the
circuit court was right or wrong while applying HRS § 91-14(g) to the
agency decision. Agency conclusions of law are reviewed de novo,
factual findings are reviewed for clear error, and discretionary
determinations receive deferential abuse-of-discretion review only
when the legislature delegated discretion over the matter. The circuit

court's conclusions of law are reviewed de novo.
Published opinion; precedential Supreme Court of Hawai'i decision.

Paul's Electrical Service, Inc. v. Nelson Befitel, Director of the

Department of Labor and Industrial Relations
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QUESTIONS PRESENTED

1. Whether HRS § 104-23 requires DLIR to issue a notification of violation within a reasonable time even

though the statute specifies no deadline.

2. Whether DLIR's more-than-two-year delay in issuing the third notification of violation was reasonable

because proceedings on the alleged second violation were still pending.

3. Whether DLIR's interpretation of the procedural requirements of HRS § 104-23 was entitled to

deference.

HOLDINGS

1. When HRS § 104-23 does not specify a deadline for issuing a notification of violation, DLIR must issue

the notification within a reasonable time.

2. DLIR's more-than-two-year delay in issuing the third notification of violation was unreasonable,

rendering the notification invalid.

3. DLIR's interpretation of HRS § 104-23 was not entitled to deference because the legislature did not

delegate discretion to DLIR to interpret the statute's procedural requirements.

KEY QUOTATIONS

“In summary, when reviewing a determination of an administrative agency, we first decide whether the
legislature granted the agency discretion to make the determination being reviewed. If the legislature has
granted the agency discretion over a particular matter, then we review the agency's action pursuant to the
deferential abuse of discretion standard (bearing in mind the legislature determines the boundaries of that
discretion). If the legislature has not granted the agency discretion over a particular matter, then the agency's

conclusions are subject to de novo review.” (104 Hawai'i at 502; 91 P.3d at 502)

“Because DLIR did not issue the third NOV within a reasonable time, the third NOV was invalid.” (104
Hawai'i at 503; 91 P.3d at 503)

FACTUAL BACKGROUND

Paul's Electrical received a first notification of violation for underpaying public-works employees and later faced
proceedings concerning a second violation. During the second-violation proceedings, DLIR investigated
additional wage underpayments and, in March 1997, requested that Paul's Electrical pay $304.23 in back wages;

the company immediately paid. DLIR did not issue a notification of violation for that conduct until April 7,



1999, after the Appeals Board had ruled on the second violation, and treated it as a third violation warranting a

three-year suspension from government contract work.

PROCEDURAL HISTORY

DLIR issued a third notification of violation more than two years after completing the investigation that
uncovered the violation. The Labor and Industrial Relations Appeals Board affirmed the third violation and
three-year suspension. The first circuit court affirmed, concluding that DLIR's delay was reasonable and that
reversal required proof of prejudice. The Supreme Court of Hawai'i vacated the circuit court's judgment and

remanded for entry of judgment in favor of Paul's Electrical.

DISPOSITION

vacated

REMAND INSTRUCTIONS

Vacate the first circuit court's final judgment and remand with instructions to enter judgment in favor of Paul's

Electrical.
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