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SENATE BILL NO. 415 

IN THE LEGISLATURE OP THE STATE OP ALASKA 

NINTH LEGISLATURE - FIRST SESSION 

A BILL

For an Act entitled: "An Act relating to bonds required in public construc­

tion. "

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 36.25.010(a) is amended to read:

(a) Before a contract exceeding $-2,-000" for the construction, 

alteration, jr repair of a public building or public work of the state 

or a political subdivision of the state is awarded to a general or 

specialty contractor, the contractor shall furbish to the state or a 

political subdivision of the state the following bonds, which become 

binding upon the award of the contract to that contractor:

(1 ) a performance b o n d , which may be a cash bond or a surety 

b o n d , with a corporate surety qualified to do business in the state, or 

at least two individual sureties who shall each Justify In a sum equal 

to the amount of the bond; the amount of the performance bond shall be 

equivalent to the amount of the payment bond;

(2 ) a payment b o n d , which may be a cash bond or a surety 

b o n d , with a corporate surety qualified to do business In -the state, or 

at least two Individual sureties who shall each justify in a sum equal 

to the amount of the bond for the protection of all persons who supply 

labor and material in the prosecution of the work provided for in the 

contract; when tne total amount payable by the terms of the contract is 

not more than $1 ,000,000, the payment bond shall be in a sum of one-half 

the total amount payable by the terms of the contract; when the total 

amount payable by the terms of the contract is more than $1 ,000,000 and
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not more than $5,000,000, the payment bond shall be in a sum of 40 per 

cent of the total amount payable by the terms of the contract; when the 

total amount payable by the terms of the contract is more than $5 ,000,000 
the payment bond shall be in the sum of $2 ,500,000.

SB 415 -2-



M E M O M a r c h  25, 1976

F R O M S E N A T O R  Z I E G L E R

T O R E P R E S E N T A T I V E  M A L O N E

R E SB H15 /
y

H u g h — S o m e t i m e s  the  s m a l l  c o n t r a c t o r ,  j u s t  s t a r t i n g  ou t,  f i nd s  
it e x t r e m e l y  d i f f i c u l t  u n d e r  the e x i s t i n g  p r o v i s i o n s  o f the 
b o n d i n g  r e q u i r e m e n t s  w h e r e  p u b l i c  c o n s t r u c t i o n  is c o n c e r n e d .  
O b t a i n i n g  a s u r e t y  b o n d  c a n  be a v e x a t i o u s  an d t i m e  c o n s u m i n g  
p r o b l e m .

If a g e n e r a l  or s p e c i a l  c o n t r a c t o r  can p o s t  a ca sh  b o n d  in l i e u _  
o f  a s u r e t y  bond, it is d i f f i c u l t  to see h o w  a n y o n e  c a n  be  hurt.

A t t a c h e d  h e r e t o  is a c o p y  of a le t t e r  r e c e i v e d  f r o m  t h e  K e t c h i k a n  
C i t y  A t t o r n e y  c o n c e r n i n g  an i n d i v i d u a l  in K e t c h i k a n  w h o  was  
p r e p a r e d  to p o s t  a c a s h  b o n d  and wa s r e a d y  to go to w o r k ,  but 
w a s  u n a b l e  so to do by v i r t u e  o f th e  e x i s t i n g  s u r e t y  b o n d  w i t h  
a c o r p o r a t e  s e c u r i t y  l i m i t a t i o n  a n d / o r  r e s t r i c t i o n .

R H Z / p k z

e n c .



334 FRONT STREET P. O. BOX 1110

CITY OF KETCHIKAN
KETCHIKAN, ALASKA 99901 TELEPHONE 907 225-3111

24 April 1975

Senator Robert H. Ziegler 
Pouch V
State Capitol' •
Juneau, Alaska 99801.

Dear Bob

The Council has asked that I write to you indicating their displeasure 
with the mandatory requirements of Alaska Statute 36.25.010 which pro­
vides as follows: "Bonds of contractors for public buildings or works.
(a) Before a contract exceeding $2,000 for the construction, alteration, 
or repair of a public building or public work of the state, or a  politi­
cal subdivisior of the state is awarded to a general or specialty con­
tractor, the contractor shall furnish to the state or a political sub­
division of the state the following bonds, which become binding upon the 
•award.of the contract to that contractor:

(1) a  performance bond with a corporate surety qualified to do 
business in the State, or at least two individual sureties who 
shall each justify in a sum equal to the amount of the bond; the 
amount of the performance bond.shall be equivalent to the amount of 
the payment bond; • i

(2) a payment bond with a corporate surety qualified to do business 
in *■’ _ otate, or at least two individuals sureties who shall each • 
justify in a sum equal to the amount of the bond' for the protection 
of all persons who supply labor and material in the prosecution of 
the work provided for in the contract; . . ." t

Mr. Rex Lauber, v/ho represents Ahead Landscaping, was the low bidder or 
a local improvement in the City of Ketchikan which bid specifications 
required a performance and payment bond as made mandatory by State 
statutes. I have enclosed a copy of a memorandum which was given to the 
City Council at their April 17th, 1975, council meeting. Mr. Lauber 
obviously had to forfeit the bid bond in the amount of $1,198.00 since 
he could not supply a performance and/or payment bond. As indicated,
Mr. Lauber did try to obtain a cash bond, but even a cash bond would not 
be spec!fically authorized by the statutes. The biggest problem perhaps ' 
is the general tightening of the corporate surety bond market for an 
individual just trying to get started.



Senator Robert H. Ziegler 

2'A April 1975 
Page 2

Some leeway should be permitted in the form of permitting a cash bond 
under similar terms and conditions for which a performance or payment 
bond would be required if a municipality elected to operate in that 

* manner. . Frankly, cash bonds with appropriate forfeiture provisions 
would be much simpler to utilize than a performance and payment bond by 
a  corporate or two individual sureties.

If you ha e any thoughts or a proposed amendment that would permit more 
flexibility, I am sure the mayor and council would appreciate them. 
.Perhaps one procedure to follow would be to submit such a proposed 
. amendment through the Municipal League for input by other municipalities.

Yours very truly,

EDWARD A. STAH3LA 
City Attorney .

cc: The Honorable Mayor & Council



•• M E M O R A N D U M  A P R I L  8 , 1 9 7 5

T O  : MR. N. L  " P a t "  T E A G U E ,  C I T Y  M A N A G E R

F R O M :  E D W A R D  A. S T A H L A ,  C I T Y  A T T O R N E Y

R E  : B I D  B Y  A H E A D  L A N D S C A P I N G  (REX L A U B E R )
H A R B O R M A S T E R  BUI LD ING .

.R e x L a u b e r  i n d i c a t e d  h e  w a s  u n a b l e  t o  o b t a i n  c o r p o r a t e  
p e r f o r m a n c e  a n d  p a y m e n t  b o n d  o n  t h e  a b o v e  bid. Mr. L a u b e r  
i n d i c a t e d  t h a t  h e  h a s  b e e n  t u r n e d  d o w n  l o c a l l y  a n d  t h a t  h e  
a l s o  m a d e  a t r i p  t o  S e a t t l e  i n  a n  a t t e m p t  t o  o b t a i n  n e c e s s a r y  
b o n d s  as s e t  o u t  i n  c o n t r a c t  s p e c i f i c a t i o n s  b u t  w a s  u n a b l e  
t o  d o  so.

I n a s m u c h  as  s t a t u t o r y  l a n g u a g e  m a n d a t e s  a p e r f o r m a n c e  a n d  
p a y m e n t  b o n d  w i t h  a c o r p o r a t e  s u r e t y  q u a l i f i e d  to d o  b u s i n e s s  
i n  t h e  s t a t e ,  o r  at l e a s t  t w o  i n d i v i d u a l  s u r e t i e s ,  a n d  s i n c e  
Mr. L a u b e r  i s u n a b l e  t o  f u r n i s h  e i t h e r  a c o r p o r a t e  o r  at  
l e a s t  tv/o i n d i v i d u a l  s u r e t i e s ,  t h e  b i d  b o n d  s h o u l d  b e f o r ­
fe i t e d .

Mr. L a u b e r  h a s  p u r s u e d  t h e  p o s s i b i l i t y  o f  o b t a i n i n g  a c a s h  
b o n d  u n d e r  t h e  s a m e  t e r m s  a n d  c o n d i t i o n s  a s t h e  p e r f o r m a n c e  
a n d  p a y m e n t  b o n d  as s e t  o u t  i n  t h e  c o n t r a c t  d o c u m e n t s ,  a n d  
h a s  a l s o  i n d i c a t e d  h e  w o u l d  n o t  k n o w  w h o  t o  t u r n  t o  o b t a i n  
p e r s o n a l  i n d ' /I du al  s u r e t i e s ,  s i n c e  t h e  s t a t u t e s  a r e  m a n d a t o r y  
a n d  s i n c e  t h e  s u r e t y  r e q u i r e m e n t s  w e r e  i n c l u d e d  w i t h i n  t h e  
b i d  s p e c i f i c a t i o n s  a n d  w e r e  a c c e p t e d  b y  t h e  C o u n c i l  t h e  
c o n t r a c t  s h o u l d  n o t  b e  a l t e r e d .  T h e  c o n t r a c t  p r o c e d u r e  a s  I 
r e c a l l  w a s  t h a t  i f  the. b i d d e r  is n o t  a b l e  t o  l i v e  u p  to  t h e  
o f f e r  t h a t  w a s  a c c e p t e d ,  h e  f o r f e i t s  t h e  b i d  b o n d .  T h e  c i t y  
w o u l d  t h e n  b e  i n  a p o s i t i o n  t o  a c c e p t  t h e  n e x t  l o w e s t  b i d  or  
r e j e c t  a l l  b i d s  a n d  r e a d v e r t i s e .

I i n i t i a l l y  f e l t  t h a t  p e r h a p s  t h e  c i t y  c o u l d  g i v e  Mr. L a u b e r  
s o m e  l e e w a y ,  b u t  a f t e r  p u r s u i n g  m a n y  a l t e r n a t i v e s  a n d  c o n­
s i d e r i n g  t h e  t o t a l  c i r c u m s t a n c e s  it  d o e s n ' t  a p p e a r  t h a t  w a y .

E A S :s f



Frjner*<*H f Bu>tt3*r

Hales & Son, General Contractors

5501 L ittle  Tree /  Anchorage, A laska 99507 /  (907) 344-5891

S e p t e m b e r  11, 1 9 7 5

S e n a t o r  R o b e r t  Z i e g l er , Sr.
?. 0. E o x  97 9 Re: G e n e r a l  C o n t r a c t o r
K e t c h i k a n ,  A l a s k a  9 9 9 0 1  ^ B o n d i n g  R e q u i r e m e n t s

D e a r  Sir:

VJe h o p e  b y  m e a n s  o f  t h i s  l e t t e r  to m a k e  y o u  a w a r e  o f  some o f  the  p r e­
j u d i c e s  an d i n e q u a l i t i e s  a s s o c i a t e d  w i t h  b o n d i n g  r e q u i r e m e n t s  wh i c h ,  
w e  feel, are s p e c i f i c a l l y  d i r e c t e d  t o w a r d  the  s m a l l  g e n e r a l  c o n t r a c t o r .

I t r u s t  y o u  are a w a r e  b o n d i n g  is r e q u i r e d  on  a l l  g o v e r n m e n t a l  c o n s t r u c­
t i o n  p r o j e c t s  o v e r  $ 2 , 0 0 0 .  Bonding, s u p p o s e d l y  i n s u r e s  a w e l l - c o m p l e t e d  
c o n s t r u c t i o n  job a c c o r d i n g  to  th e  a g r e e d  c o n t r a c t ,  as w e l l  a s  p r o v i d e s  
s o m e  r e c o u r s e  to t h e  c l i e n t  i f  a job  is u n s a t i s f a c t o r y  o r  is  no t c o m­
p l e t e d  fo r  on e r e a s o n  o r a n o t h e r .  O u r  c o m p l a i n t s  ar e d i r e c t e d  n o t  at 
t h e  " r e a s o n "  f o r  b o n d i n g  but  r a t h e r  at the  s t r i n g e n t  b o n d i n g  " r e q u i r e­
m e n t s "  i m p o s e d  b y  t h e  i n s u r a n c e  c o m p a n i e s :

1. S i n c e  b o t h  b o n d i n g  and  i n s u r a n c e  a r e  u s u a l l y  o b t a i n e d  t h r o u g h  
t h e  same c h a n n e l s ,  t h e  l a r g e  g e n e r a l  c o n t r a c t o r  is f a v o r e d  
o v e r  the s m a l l  g e n  -ral c o n t r a c t o r  b e c a u s e  o f  th e  v o l u m e  o f  
" b u s i n e s s "  g e n e r a t e d .

2. VJhen the  b o n d i n g  c o m p a n y  a n a l y z e s  the  f i n a n c i a l  a s s e t s  o f  t h e  
l a r g e r  c o n t r a c t i n g  c o m p a n y  as  c o m p a r e d  w i t h  t h e  s m a l l  g e n e r a l  
c o n t r a c t o r ,  we  r u n  fo u l  again.

3. B o n d i n g  c o m p a n i e s  are  a b l e  to d i c t a t e  a m o u n t s  o f  the  b i d s
b y  r e f u s i n g  l a r g e r  a m o u n t s  o f  b o n d i n g  p a r t i c u l a r l y  to th e
sm all  c o n t r a c t o r .

4. Due  to t he  a b o v e - m e n t i o n e d  f a c t o r s  i m p o s e d  b y  t h e  i n s u r a n c e  
c o m p a n i e s ,  s t a t e  a n d  f e d e r a l  a g e n c i e s  do not  r e c e i v e  a f a i r  
or  true  f i g u r e  b e c a u s e  t h e  s m a l l  c o n t r a c t o r  is e l i m i n a t e d ;  
t h u s  the a g e n c y  p a y s  m o r e  for a c o n s t r u c t i o n  job.

V.'e, a s  a s m a l l  g e n e r a l  c o n t r a c t o r ,  c a n  o f f e r  f a i r  c o m p e t i t i o n  to t h e  
l a r g e r  c o m p a n i e s  at th e  b i d  ta b le . O u r  p r o b l e m  is in o b t a i n i n g  t h e  
n e c e s s a r y  b o n d i n g  u n d e r  the  p r e s e n t  r e q u i r e m e n t s .



Re: G e n e r a l  C o n t r a c t o r  S e p t e m b e r  11, 1 9 7 5
B o n d i n g  R e q u i r e m e n t s

Sen. R obert Ziegler, Sr. Page two

V.'e w o u l d  s u g g e s t  t h a t  a s t a n d a r d  o f  e q u a l i t y  be c o n s i d e r e d .  B o n d i n g  
r e q u i r e m e n t s  s h o u l d  i n c l u d e  p a s t  p e r f o r m a n c e ,  s t r u c t u r a l  v a l u e  o f  
th e c o m pa ny , e s t a b l i s h e d  c r e d i t  r e p u t a t i o n ,  g e n e r a l  w o r k  q u a l i t y  a n d  
a b i l i t y  to p r o v e  t h a t  a job  c a n  be d o n e  at t h e  p r i c e s  qu o t e d .  W e  do 
no t h a v e  all the  a n s w e r s ,  but  w o u l d  i n v i t e  a s p e c i a l  c o m m i t t e e  to 
i n v e s t i g a t e  the  i n e q u a l i t i e s  a f o r e m e n t i o n e d  and  s u b m i t  s o l u t i o n s  to 
t h e  e x i s t i n g  p r o b l e m s .  I f  t h e  p r e s e n t  t r e n d  c o n t i n u e s ,  w e f e a r  t h e  
s m a l l  g e n e r a l  c o n t r a c t o r  v a i l  be  n o n - e x i s t e n t .  Th e A m e r i c a n  free 
e n t e r p r i s e  s y s t e m  w a l l  b e l o n g  e x c l u s i v e l y  to th e  l a r g e  g e n e r a l  c o n­
t r a c t o r s  w h e r e  " c o n s t r u c t i o n” is c o n c e r n e d .

S i nc er el y,

H A L E S  &  SONS, INC.

W. B. H a l e s  
P r e s i d e n t
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JAY S. HAMMOND, CO YEN HON

DIVISW II OF RETIREMENT & BENEFITS PUEUC LMPLOYEES' A !  POUCH CR-JUNE/M S93I1

TEACHERS’ RETIREMENT SYSTEMS. HEALTH INSURANCE. DEFERRED PHONE (S3?) 4S5N4I0

COMPENSATION. GOVERNMENT SOCIAL SECURITY PROGRAM

January 22, 1976

The Honorable Chancy Croft 
State Senate 
Pouch V
Juneau, Alaska 99801 

Dear Senator Croft:

I have reviewed the provisions of Senate B i l l  £547 re la t in g  to fractiona l 
service cred it and m i l i t a ry  service under the Teacher's Retirement 
System.

The b i l l  as drafted w i l l  resolve the technical errors and possible 
discrimanatory language which was contained in Senate B i l l  "380 which 
was vetoed by the Governor las t year. Attached is the f is c a l note which 
indicates that the only costs involved are $5,400 for adm inistrative 
expenses needed to implement th is le g is la t io n .

I f  you have any further questions I would appreciate hearing from you.

Sir

Robert S. Gates 
Director
D iv is ion of Retirement & Benefits

RSG/jw

Attachment



The Legislature of the State of Alaska 
FISCAL NOTE 

Second Session - Eighth Legislature

I

I *  REQUEST
Bill I d e n t i f i c a t i o n :  Sena to Hill 5 4 7 __________ ___________T i t l e : An act relating to rctirecent cri-.ln Tor military t, f racticr.a i ser.• ir.cRequested by: Scn.-ue f in .v-e__________________ D a te :  ,’.-.vi.n-v V). jc-;-',________
R e t u r n  D a t q  R c q u e s t e a :  as poss ib l e _________ ______________________________________Agency: Admim s li a tion-Ket S ruinj:-. P r o g r a m : IKS

II. FISCAL DETAIL
Budget Request Unit(s) Affected: TRS
A. EXPENDITURES: (Thousands o f  dollars)

OBJECT FY 76 FY 77 FY 78 FY 75 FY no ! Fv si100 PERSONAL SERVICES n 5.4 0 0 0 o200 TRAVEL. 0 0 0 0 0 0300. CONTRACTUAL 0 0 0 0 0 G1| 00 COMMODITIES 0 0 0 0 0 0500 EQUIPMENT 0 0 0 n 0 0
6 oo LAND f, STRUCTUR.ES 0 0 0 0 0 0700 GRANTS, CLAIMS, ETC. 0 0 0 0 0 0

TOTAL 0 5.4 0 0 0 0
B. FUNDING: (Thousands of dollars)

GENERAL FUND 0 0 0 0 0 0FEDERAL FUNDS 0 0 0 0 0 0OTHER 0 5.4 0 0 0 c
c. p o s i t i o n s :

PERMANENT/TEMPORARY 0/0 0/1 | 0/0 0 /O .... 9/0MAN MONTHS ( P ./ T .) 0 /0 0/4 | 0/ 0 0 /l) o /u 0 / J
III. ANALYSIS (See Fiscal Note Preparation Instructions, Section III)

1 . . I f  t h is  B i l l  i s  passed i t  v/ i l l  necess itate a d d i t io n a l  a dm in is t ra t iv e  costs on ly .

2 . Personal serv ices  - one temporary po s it io n  - Accountant I I  (Range 14) f o r  a 
4-month pe r io d :

Monthly s a la r y  $1,265 x 4 = $5,060 
P lus  7 1/4* bene f i t s  367

IV. ATTACHMENTS

15,427

V .  DATE: Januar^  19’ 1976 PREPARED BY: Robert S. Gates, Director« , . i i Division of Retirement S BenefitsO r i g i n a l :  L e g i s l a t i v e  Finance
c c : Budget and ManagementPrime Sponsor ( F i r s t  L e g i s l a t o r  Named)
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