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CHAI R TOM ANDERSON cal | ed the House Labor and Conmerce Standing
Commttee neeting to order at 3:27 p.m Represent ati ves
Anderson, Gatto, Dahlstrom Crawford, and GQGuttenberg were
present at the call to order. Representatives Rokeberg and Lynn
arrived as the neeting was in progress.

HB 550- TELECOVMUNI CATI ONS & RCA ACTI ONS

CHAI R ANDERSON announced that the first order of business would
be HOUSE BILL NO 550, "An Act setting a tineline for decisions
of the Regulatory Comm ssion of Alaska; relating to conpetitive
tel econmuni cations markets; and providing for an effective
date."

Number 0075

CHAI R ANDERSON assigned HB 550 to a subconmmttee consisting of
Representative Dahlstrom chair; Representative Gatto; and
Representative Cuttenberg. He asked the subcommttee to have

interested parties submt witten testinony, to filter through
the main issues, and then to provide the full conmttee with a
verbal analysis. [HB 550 was hel d over.]

HB 542- CONSTRUCTI ON CONTRACTORS

CHAI R ANDERSON announced that the final order of business would
be HOUSE BILL NO 542, "An  Act relating to specialty
construction contractors and to construction contract or
exenptions. "

Number 0207

SUE STANCLI FF, House Mjority Ofice, Alaska State Legislature,
presented HB 542, sponsored by the House Labor and Commerce
Standing Comm ttee. Noting that this is basically consuner-
protection |egislation, she paraphrased the sponsor statenent,
whi ch read [original punctuation provided]:

HB 542 lowers the Iimt of a project cost from $10, 000
to $5,000, and expands the work that can be done by a

specialty contractor. Under current |aw, exenptions
allowed wunder AS 08.18.161(8) J[allowj unlicensed
persons to act as contractors, when they are not. In
fact, they conpete wth contractors and are not
required to have a bond or insurance. The $10, 000
limt on the value of work they can do nmakes this an
attractive alternative. However, having no bond or
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i nsurance gives the consuner no protection fromfaulty
wor K.

Cccupational Licensing issues these individuals a
busi ness |icensed under a 2360 code, which says their
| i cense IS "Construction rel ated Exenpt from
contractors registration". |If they were to show their
| icense to soneone, they would probably get the idea
that they were |icensed contractors.

To help alleviate the problem Cccupational Licensing
has created [a] category under the 8101 code, and
call ed them Handynen, which is what they have always
been call ed, yet there 1is nothing in Jlaw or
regul ati ons that use that nane.

The changes provided in HB 542 wll go a long way
toward resolving the issue and provide a greater |evel
of consuner protection.

Nunmber 0358

CHAI R ANDERSON posed a situation in which a painter considers
hinself a specialty contractor painter, rather than a general
handyman. He asked what difference [HB 542 woul d nake].

M5. STANCLI FF answered that under current |law a handynan can
accept a job to paint sonmeone's house for under $10,000, while
the licensed contractor painter can perform any job. Al t hough
[the handyman category] is an attractive field, consuner
protection is in danger because "a |ot of people who don't have
the ability to go after soneone's faulty work through their
bond. "

CHAIR ANDERSON surm sed, then, that with a lower Ilimt of
$5,000, the [handynan] would have to obtain a specialty
contractor designation, and thus there would be a bond and a
hi gher fee.

M5. STANCLI FF agreed. A contractor who is licensed and bonded
assures a quality of work, she suggested, whereas a handynman
isn't required to [be licensed and bonded]; therefore, |owering
the limt will make the playing field nore [bal anced] and nore
in line with what is reasonable for a handyman, while providing
consuner protection against faulty work.

Number 0507
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REPRESENTATI VE GUTTENBERG asked if a history of abuses led to
[introduction of this |egislation].

MS. STANCLI FF stated her belief that there is [such a history],
but deferred to the departnent and those in the industry wth
regard to docunented cases.

REPRESENTATI VE RCOKEBERG related his understanding that HB 542
basically expands the definition of specialty contractor in
order to include persons who were fornmally categorized as
handynan when they do work valued in excess of $5,000.
Represent ati ve Rokeberg recalled that sone states have regul ated
handynmen and provided |icensure for them

M5. STANCLI FF said she believed that was correct. She added
that the Division of Occupational Licensing, Departnent of
Community & Econom c Devel opnent (DCED), hadn't regulated or
separately classified handynen and specialty contractors,
al though that's now the case under [the division's] code 8101

Number 0639

REPRESENTATI VE ROKEBERG not ed concern with regard to raising the
bonding limt on specialty contractors. He asked if there has
been any discussion with regard to tightening the title of
HB 542 so any "m schief” could be kept m nimal.

M5. STANCLI FF replied no, but said she'd be open to it, if it's
the will of the committee.

REPRESENTATI VE ROKEBERG remarked that he has heard runors of

concern that the bonding level is too |ow He expressed
interest in knowng the bonding level, especially since one
reason given for [HB 542] is consuner protection. However, he
noted concern with regard to increasing the bond |evels because
it wll increase costs for specialty contractors, including the
new y included hone inspectors. He acknow edged there nmay be a
reason to increase the bonding level; however, if there isn't

going to be any discussion on the matter, the title shouldn't be
witten to all ow anendnents that aren't desired, he said.

CHAI R ANDERSON suggested that once the commttee has conpleted
its questions, the [title] could be tightened because he knew
there was no intention to inpact the bondi ng.

Number 0765
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EDEN LARSQN, Al aska Chapt er, Associ at ed Bui | ders and
Contractors, I nc. (ABC), in response to Representative
Rokeberg's earlier question, said the current bond limt for
specialty contractors is $5,000 and $10,000 for general
contractors. She related her understanding that any discussion
on raising those bonding limts has been dropped, at |east for
this year.

M5. LARSON announced that Associated Builders and Contractors

Inc., supports HB 542 as a step in the right direction to
enforce licensing requirenents. A handyman is intended to be an
i ndi vidual who perforns small repair work and light residential

wor K. Ms. Larson said ABC s contractors have experienced
handynmen-bi d comercial work, which is outside the scope of the
handyman cl assification. She clarified that ABC remains
concerned that HB 542 doesn't address |icense enforcenent

i ssues, and believes the true issue is that existing |icensing
requi renents aren't enforced thoroughly.

REPRESENTATI VE GUTTENBERG said he could foresee conflicts. He
posed an exanple in which soneone installs a deck worth about
$4, 000; the honeowner discovers that the septic [systen] is shot
and the cost of replacement is $5,000 to $6,000; the honeowner
doesn't want to find a contractor to do it, and therefore asks
if the handyman would take care of it. He invited Ms. Larson to
conment .

M5. LARSON said exanples will always push the limts of the |aw,
but with a septic system she believes a nechanical contractor
m ght need to be invol ved. She highlighted that a handyman's
license isn't available to any of the |licensed trades.

REPRESENTATI VE GUTTENBERG commented that the cost of everything
is increasing, although the [limt of a project cost] is being
decr eased.

Number 0999

REPRESENTATI VE ROKEBERG remarked, "The current loss is when the
work is divided into contracts of amounts |less than $10, 000, now
$5,000, for the purpose of evasion." Therefore, he related his
understanding that it would be the aggregate anount of the
contract; it couldn't be split up in order to avoid the cap.

M5. LARSON replied that the problem is that the individuals
receiving the handyman |icense aren't clearly understanding the
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limtations intended by that license classification. Therefore,
by reducing the limt of the project cost to $5,000, it's such a
small project that it clearly comrunicates that the intent [of
the handyman license] is for very mnor work. Returning to
Representative GQuttenberg's exanple, she said an individual
constructing a deck who also would feel conpetent to handle
repairing a septic system would likely be a candidate for a
specialty contractor |icense rather than a handyman |i cense.

Nunber 1092

REPRESENTATI VE GATTO posed a scenario in which he purchased an
exterior door from an antique shop for thousands of dollars and
sonmre nmmhogany to be installed in his house. Al t hough 1 abor
costs mght anount to $500, the material costs anobunt to $5, 000.
Therefore, the price is over the $5,000 project cost limt. He
asked: Still, doesn't it fall wunder the handyman's [I|icense]
because the individual is only being paid $500 for a few days of
wor k? He suggested separating the costs for [materials and
| abor] . Representative Gatto opined that if he had purchased
the materials, the job would fall under the [handyman |icense],
whereas if the handyman purchased the materials, the job
woul dn't fall under it.

M5. LARSON pointed out that HB 542 only addresses the size and

scope. |If there is concern that the proposed limt of a project
cost would cause a nmuch greater nunber of interpretive
chal l enges, that would be sonmething to consider. However, she

said, [ABC s] legislative affairs commttee feels HB 542 is a
step in the right direction as an educational piece for
handynmen, and didn't really see a substantive difference between
$5, 000 and $10,000. The issue is in regard to enforcenent, she
sai d. She clarified that if the legislative change helps to
educate handynmen and encourage appropriate |licensing for
specialty contractors, then [ABC] would support it.

CHAI R ANDERSON pointed out that on page 1, line 11, if the
| anguage "and materials" were deleted, then that would address
Representative Gatto's concern and target the | abor costs.

REPRESENTATI VE GATTO conmented that the materials cost isn't an
i ssue. He related his belief that the cost for the handyman's
| abor is [what the legislation is trying to address].

MS. LARSON, in response to Chair Anderson's suggestion to delete

the |anguage "and materials", said she didn't have a strong
opi ni on. She acknowl edged that the cost for materials could
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consune a large portion of the $5,000 early in the process. She
opined, "I think if you take the materials out, | guess ny
thinking is, then ... there's no substantive difference between
removing 'materials' and reducing it to $5,000 or |eaving
'materials' and leaving it at $10,000."

Nunber 1297

REPRESENTATI VE CRAWORD renmarked that $5,000 worth of |abor is
quite a bit; if the materials cost wasn't included, the limt
woul d be raised over the present limt [of $10, 000].

CHAI R ANDERSON agr eed.

M5. STANCLIFF interjected that the "heart of it" 1is the
contract. She said, "I would think that the departnment would
|l ook at that on a basis of if you're hiring someone only for
their labor, or if you're hiring soneone to take care of the
whol e project, perhaps they mght interpret it that way Iike
Representative Crawford indicated there too."

CHAI R ANDERSON surm sed, then, that if an individual purchases
$2,500 worth of paint and the labor wll cost $3,500, the
departnment probably wouldn't view that as a project requiring a
specialty contractor.

MS. STANCLI FF indicated that was her understandi ng.

REPRESENTATI VE DAHLSTROM remarked that often when her husband
bids on projects, the bid includes the price of the equipnent
because he can purchase that equipnment at a better price than
t he honeowner can.

Nunmber 1398

REPRESENTATI VE CRAWCORD said he agrees wth the intent of
HB 542, which is to have nore people licensed and bonded. He
hi ghlighted that under the current $10,000, there are roofers
who aren't |licensed or bonded who are installing roofs.
Representative Crawford said he'd prefer going with the $5,000
limt that includes | abor and materials.

REPRESENTATI VE RCOKEBERG referred to page 1, line 12, which
relates the current |aw He enphasized that if the [work is
only part] of a larger [operation], this exenption doesn't work.
However, he wasn't sure it would be enforced. Represent ati ve

Rokeberg noted his agreenment with Representative Crawford, and
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pointed out that the commttee packet includes a letter fromthe
Al aska State Honebuilders Association (ASHBA) that relates it
would be [willing to support lowering the amount] to $2,500 and
[ suggested inserting | anguage] to support enforcenent.

Nunmber 1485
ROCKY SM TH, Owner, Preferred Plunbing and Heating; Menber,

Al aska Chapter, Associated Builders and Contractors, Inc. (ABC),
related that any solution should <contain an enforcenent

provi sion. Wth regard to the earlier septic system exanple

M. Smth informed the commttee that someone can't install a
septic system in Alaska wthout being licensed through the
Department of Environnental Conservation (DEC). Therefore, it

woul dn't be sonmething that a specialty contractor could perform

CHAI R ANDERSON surm sed that M. Smith supported HB 542, but was
suggesting including an enforcenent nmechani sm He pointed out
that including an enforcenent nechanism could create a fisca
not e.

MR SMTH agreed there should be sone fine. He suggested
perhaps the second fine could be higher than the first. He
further suggested the fines could be laid out in law and there
woul d be no need to go to court.

Number 1574

JOHN BI TNEY, Lobbyist for Al aska State Honebuil ders Association
(ASHBA), announced that ASHBA supports HB 542. M. Bitney said
he would like to echo M. Larson's testinony. Al t hough the
letter from ASHBA specifies the belief that HB 542 would be
better with a lower limt, ASHBA believes passage of HB 542 wl |
do sone good. At the tinme HB 542 was introduced, ASHBA had been
di scussing this issue from the enforcenent angle and had

devel oped sonme | anguage. He pointed out that the suggested
| anguage is attached to the letter from ASHBA Al t hough the
letter relates the possibility of including the suggested

| anguage in the legislation, ASHBA s |egislative co-chairs have
agreed that attaching such | anguage would slow this |egislation.

MR. BI TNEY explained that ASHBA is requesting that the |anguage
not be included, but be considered for another tine. The
enforcenment |anguage would provide the departnment with civil
authority to issue a fine and have a hearing officer wthin the
departnment assess a fine and a penalty against a violator,
rather than the current system of going through the attorney
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general's office. Such a system ASHBA believes, would help
with first- and perhaps second-tinme violators. However,
multiple violations would probably need to neet due process
requi renents and go to the attorney general's office.

CHAIR ANDERSON said he would like to follow M. Bitney's
recommendation to nove HB 542 on to the House floor and revi ew
the enforcenent issue |ater.

REPRESENTATI VE CRAWORD pointed out that an individual who
receives a ticket for running a red light can take the matter to
court. He said he didn't like allowng a fine to be issued on
the spot w thout recourse. He noted his agreenent and support
of HB 542 as witten, but also noted that going further wll
require himto rethink it.

Number 1724

REPRESENTATI VE GATTO pointed out that there could be scenarios
in which kids hone fromcollege are hired to do various projects
such as painting a house. He asked: Wul d the individual
hiring that college kid be breaking the | aw?

MR. BITNEY replied that a person wouldn't be a | awbreaker if the
anount was wthin the aggregate anmount of a contract. He
pointed out that one would be contracting wth soneone who is
exenpt from insurance and safety requirenents. Vi ol ati ons and
problens in the area reflect on the industry as a whole, and
therefore this enters into t he consuner protection
consi derati ons. The aforenentioned is the policy statenent
being made with this |egislation.

REPRESENTATI VE GATTO asked if "handyman" is a legal term that
the college kid should [register as] in order to work in the
scenari o presented earlier.

REPRESENTATI VE CRAWFORD poi nted out that when soneone hires an
i ndi vidual at $12 an hour, the hiring party becomes an enpl oyer
and [should] register, pay social security, and so forth. In
the alternative, the enploying party could do a contract wth
the enployee because he or she is an independent contractor.
Therefore, Representative Crawford opined that if an individual
is merely paying soneone else $12 an hour [to perform a job],
then the enploying individual is a | awbreaker.

REPRESENTATI VE GATTO asked if it would be legal to contract the
i ndi vi dual .
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AN UNI DENTI FI ED SPEAKER interjected, "Under $600."

REPRESENTATI VE ROKEBERG nenti oned the casual | abor exenption.

CHAI R ANDERSON cl osed public testinony.

Number 1873

REPRESENTATI VE DAHLSTROM noved to report HB 542 out of commttee
wi th individual recomrendations and the acconpanying zero fiscal
not e. There being no objection, HB 542 was reported from the
House Labor and Conmerce Standing Committee.

ADJ OURNMVENT

There being no further business before the commttee, the House

Labor and Commerce Standing Conmttee neeting was adjourned at
4:00 p.m
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