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SUBJECT:

I very much appreciate your making the changes called for in the memo­
randum of May 15, 1978, to the Chairman of the Rules Committee, in CS 
for sponsor substitute for HB 739.

As clarification of the need for these amendments, I would like to 
explain as follows (item numbers refer to the same item numbers as 
listed in the May 15 memo):

3. The words "as to each apartment" were added to distinguish the 
impact of recording successive Notices oF Completion.

As originally drafted, it would appear that a Notice of Completion 
could be recorded with respect to construction of the whole building, 

and that liens would be cut off with respect to remaining apartments 

if claimants had not properly recorded their mechanic liens within 
the ten days following the recording of each of the successive 
Notices of Completion.

This was not the intent of this provision.

It was intended that a Notice of Completion could be recorded as to 
a single apartment, and that mechanic lien claimants would have to 
record their liens within ten days after that Notice of Completion, 
or lose their lien rights on that apartment.

Without the additional language, it is conceivable that it could be 
misconstrued to mean that failure to record within ten days after 
a Notice of Completion cut off the rights as to the total property 
for all work done prior to the Notice of Completion.

8. This language change accomplished the following:

a. the language was changed from permissive ("may" in line

17) to mandatory ("shall" in line 17).

It is important to recognize that the provision is of
little value unless an obligation is imposed upon the 
supplier to release his lien, rather than authorizing him 

to do so should he wish.

b. the language changes change the concept from that of

waiver to that of a release.

In fact, a mechanic lien claimant is not being asked to
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waive his rights, but only being asked to release the 
lien as it pertains to a special portion of property, 
maintaining his rights as to the balance of the property 

subject of the lien.

c. the language clarifies that the liens subject to this
provision are those arising out of original construction, 
and not to the type of liens referred to in the Horizontal 
Property Regimes Act, which are already subject to being 

released pursuant to a statute therein contained.

In other words, the special provisions of this Act are limited 

to original contruction liens, and not to all liens, since the 

Horizontal Property Regimes Act contains a provision for how 

other liens are to be released.

10. This language changes the release clause to require the construction 
lender to reduce their loan on the unreleased portions of the 

property, •»n accordance with a formula utilized to calculate the 

mechanic lien claimants release.

As drafted prior to the change, the dollar amount had to be equal 

to the amount which the mechanic lien claimant waived.

For example, suppose there were a mechanic lien for $5,000 on a ten 
unit condominium project and a $500,000 construction loan. Upon 
the release of the first apartment the mechanic lien claimant would 
have to accept 115% of $500, and release his lien on the first 
apartment. The lender would have to release an identical amount 
with the balance being a prior lien on the remaining nine units.
This would seriously ailute the equity of the mechanic lien claimant.

As changed, the mechanic lien claimant would release for 115% of 
$500, provided the lender reduced his loan balance on the remaining 

nine units by 115% of $50,000.

12. The changes in this section were made necessary to clarify the 
applicability of the law to liens, particularly those liens which 
are in favor of claimants who do work prior to the effective date 

of the law, but who do not complete their work until after the 

effective date of the law.

A number of phrases and clauses were deleted because of redundancy

(line 14 and 15 on page 16).

Further, the inclusion of the words ". . . during the 120 day 
period after the effective date of this Act, . . . "  on lines 19
and 20 of page 16, limited the applicability to work done within
the 120 day period, whereas it was intended that a person be entitled 
to have the benefits of this provision for aV[ work done, including 

prior to the effective date of the Act.
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These measures are extremely complex and it is understandable that in 

going through the several amendments and changes that have been made to 
this bill, a person responsible for drafting would make changes which 

inadvertently would change the meaning of the sections.

The division is grateful for the work done by Legislative Affairs in 
drafting of this measure, and trusts that the changes urged in the May 
15 memo would be recognized as technical changes necessary to improve 

the workability of the law.

RLB/mh/3/10
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TO: House Commerce Com m ittee

FROM: Andrew Brown

S e c t io n  1 . T h is  s e c t io n  adds two ite m s to  th e  p re s e n t  la w . The 
word " g e n e ra l"  has been s u b s t i t u t e d  fo r  " o r ig in a l "  in  t h i s  S e c t io n ,  
and th ro u g h o u t th e  e n t i r e  b i l l ,  so  th a t  th e  law  w i l l  r e f l e c t  th e  
in d u s t r y ' s  te rm in o lo g y . "G e n e ra l c o n t r a c t o r "  i s  d e f in e d  in  S e c t io n  
21 o f t h i s  b i l l .  An a d d it io n  to  t h i s  p r i o r i t y  s e c t io n  i s  th a t  
" t r u s t e e s  o f  b e n e f i t  f o r  la b o r e r s "  f a l l  r ig h t  below  la b o r e r s  in  
c la im in g  p r i o r i t y  o v e r o th e r  l i e n  c la im a n t s .

S e c t io n  2 . T h is  s e c t io n  r e p e a ls  th e  p re s e n t  law  and r e w r i t e s  i t ,  
so t h a t  w h i le  i t  does no t s p e l l  o u t e v e ry  p o s s ib le  p e rso n  who 
co u ld  have a l i e n ,  a s  th e  p re s e n t  law  d o e s , i t  does c l a r i f y  th e  
c a t e g o r ie s  under w h ich  l i e n  c la im a n t s  may b ase  t h e i r  c la im . 
Su b p arag rap h s (1) and (2 ) c o v e r  in d iv id u a l  la b o r e r s  and t h e i r  
t r u s t e e s  o f  b e n e f i t  t r u s t s .  Su b p arag rap h s (3 ) and (4 ) co v e r 
g e n e ra l c o n t r a c t o r s  o r  s u p p l ie r s  o f  m a te r ia l  o r equ ipm ent used in  
o r on r e a l  p r o p e r t y . Su b p arag rap h  (9) c o v e rs  p e rso n s  who p e rfo rm  
s e r v ic e s  r e l a t in g  to  th e  p re p a ra t io n  o f p la n s  o r  s u rv e y s  f o r  th e  
r e a 1 p rope r t y .

S e c t io n  3 . T h is  s e c t io n  r e p e a ls  and re - e n a c t s  the  p re s e n t  . 0 6 0 ( a )  
and s p e c i f i c s  t h a t  a p ro p e r ly  re co rd e d  encum berance, w h ich  i s  
d e f in e d  in  S e c t io n  21 o f  t h i s  b i l l ,  w i l l  have a p re fe r e n c e  o v e r  
any su b seq u en t re c o rd e d  l i e n s  o r  in t e n t s  to  l i e n .  Recorded  
l i e n s  o r re co rd e d  in t e n t s  to  l i e n  would have p re fe re n c e  o ve r 
un reco rd ed  p r io r  en cu m b eran ces . The l a s t  se n te n ce  in  t h i s  new s e c t io n  
would a l lo w  p r io r  re co rd e d  encum berances to have a p r e fe r e n c e , 
even though d j.sp u rsem en t o f m onies may no t have taken  p la c e  a t  th e  
tim e o f r e c o r d in g .

S e c t io n  4 . The p r i o r i t y  o f  an in d iv id u  .1 l a b o r e r ' s  l i e n  c la im  
i s  k e p t in  th x s  s e c t io n .  I t  would be b e fo re  even t h a t  o f  an 
encum berance under S e c t io n  3 o f  t h i s  b i l l .  The d e le t io n  o f  th e  
w ords "o r  f u r n is h in g  m a t e r ia l  used in "  means th a t  s u p p l ie r s  w ou ld  
n o t have e q u a l p r i o r i t y  w ith  in d iv id u a l  la b o r e r s ,  b u t under S e c t io n
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5 o f  t h i s  b i l l  th e y  w ould  be a b le  to  use th e  "sto p -p aym en t 
n o t ic e "  system  to  e n su re  paym ent o f amounts owed them . A ls o , 
t h i s  S e c t io n  r e q u ir e s  la b o r e r s  to  be ones no t f a l l i n g  w it h in  
th e  d e f in i t i o n  o f  " c o n t r a c t o r "  in  AS 0 8 . 1 8 . 1 7 1 .

p a id

S e c t io n  5 . T h is  S e c t io n  s e t s  up a new m echanism  in  th e  l i e n  
s y s te m , w hereby any l i e n  c la im a n t  may g iv e  a le n d e r  p ro v id in g  
c o n s t r u c t io n  f in a n c in g ,  w h ich  i s  d e f in e d  in  S e c t io n  21 o f 
t h i s  b i l l ,  a "s to p -p aym en t n o t ic e "  20 d ays a f t e r  non-paym ent o f  
sums due th e  c la im a n t .  L e n d e rs  w ould be re q u ire d  to  w ith o ld  d raw s 
(d e f in e d  in  S e c t io n  21 o f t h i s  b i l l )  from  c o n t r a c t o r s  who have  n o t 
t h e i r  s u b c o n t ra c to r  o r  em p lo yees . The c o n te n t  o f  th e  sto p -p aym en t 
n o t ic e  i t i  s p e c i f ie d  in  t h i s  S e c t io n . Once th e  sto p -p aym en t n o t ic e  
i s  r e c e iv e d ,  th e  le n d e r  w ould  have to  w it h o ld ,  under su b p arag rap h
(a ) ( 4 ) ,  from  l a t e r  d raw s enough money to  pay the amount c la im e d
in  th e  sto p -p aym en t n o t ic e ;  h o w ever, under su b p a rag rap h  (a ) (5 )
th e re  co u ld  be d isb u rse m e n ts  i f  the c la im a n t ,  owner and g e n e ra l 
c o n t r a c t o r  ag reed  to  them . Under su b p arag rap h  (a ) ( 6 ) ,  the  amount
in  th e  sto p-paym en t n o t ic e  has to be r e s t r i c t e d  to  t h a t  p ro p o r t io n  
o f th e  c o n t r a c t  p r i c e  expended w it h in  10 d ays p r io r  to  a n o t ic e  o f  
in t e n t  to l i e n  and up to  th e  day o f  the sto p-paym en t n o t ic e .  S u b se c t io n
(b) s t a t e s  th e  le n d e r 's  l i a b i l i t y  i f  he w ro n g fu l ly  d is b u r s e s  m o n ie s . 
S u b s e c t io n  (c )  a l lo w s  the  c la im a n t  to f i l e  an a c t io n  in  c o u r t
f o r  sums c la im e d  in  th e  sto p-paym en t n o t ic e .  T h is  a c t io n  i s  n o t '  
m an d ato ry , b u t i f  th e re  i s  no la w s u i t ,  th en  the sums w ith o ld  un d er 
Ih e  sto p -p aym en t n o t ic e  may be d is b u rs e d  by th e  le n d e r .  (P le a s e  note 
th a t  th e  f i r s t  s e n te n c e  in  s u b s e c t io n  (d) sh o u ld  bo d e le te d  b ecau se  
i t  c o n t r a d ic t s  s u b s e c t io n  ( c ) , and th a t  th e  second se n te n ce  in  
s u b s e c t io n  (d) sh o u ld  be the  l a s t  se n te n ce  in  s u b s e c t io n  (c ) ; 
th u s  e l im in a t in g  s u b s e c t i o n  (d) e n t i r e l y ) .

S e c t io n  G. T h is  .i.s a new s e c t i o n  in  C h a p te r 35 c r e a t in g  a 
" n o t ic e  o f in t e n t  to  l i e n "  sy s te m . The n o t i c e  may be g iv e n  to  th e  
owner and le n d e r  a t  any tim e a f t e r  the c o n t r a c t  i s  made, and m us,: 
s t a t e  c e r t a in  f a c t s ,  in c lu d in g  a w a rn in g .

S e c t io n  7 . T h is  s e c t io n  s t a t e s  when a n o t ic e  o f in t e n t  to l i o n  
may be re c o rd e d . I t .  a ls o  s e t s  o u t th a t  u n le s s  a n o t ic e  o f i n t e n t  
to  l i o n  has been re c o rd e d  p r io r  to  a re co rd e d  encum brance , th e  l i e n  
fo r  la b o r ,  m a t e r ia l s ,  s e r v ic e s  o r  equipm ent fu rn is h e d  w i l l  n o t be 
v a l i d  a g a in s t  the le n d e r .

S e c t io n  8 . T h is  s e c t io n  r e p e a ls  and r e - e n a c t s  th e  p re s e n t  la w , and 
d e l in e a t e s  a l io n  c la im  may be re co rd e d  a t  any tim e  a f t e r  g i v i n g  o r 
re c o rd in g  a n o t ic e  o f  in t e n t  to  l i e n ,  b u t no l a t e r  than  90 d a y s  
a f t e r  c o m p le t io n . "C o m p le tio n " i s  d e f in e d  in  S e c t io n  21 o f  t h i s  
b i l l .  How ever, th e  up to n9 day r u le  would no t a p p ly  i f  the  ow ner o f  
r e a l  p ro p e r ty  c o m p lie s  w ith  S e c t io n  . 071 in  S e c t io n  11 o f  t h is  b i l l .

S e c t io n  9 . T h is  s e c t io n  r e w r i t e s  the s u b s e c t io n  on the c o n te n ts  
o f  th e  l i e n  c la im . I t  i s  more s p e c i f i c  then  the  p re s e n t  la w .

m
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S e c t io n  1 0 . T h is  s e c t io n  r e p e a ls  th e  p re s e n t  lav ; on th e  o w n e r's  
re c o rd in g  a n o t ic e  o f  co m p le tio n  and the  c la im a n t 's  subsequent 
d u ty  to  re c o rd  a l i e n  w it h in  a c e r t a in  tim e  fra m e . H ow ever, i t  
sh o u ld  be noted  t h a t  th e  is s u e  o f  n o t ic e  o f  co m p le t io n  i s  d e a lt  w ith  
in  a new S e c t io n  . 071 in  S e c t io n  11 o f  t h i s  b i l l .  The new . 0 7 0 (d )  
in  S e c t io n  10 s t a t e s  t h a t  th e  l i e n  o f  c e r t a in  d e l in e a te d  c la im a n ts  
i s  r e s t r i c t e d  in  amount to  the  p ro p o r t io n  " a t t r ib u t a b le  to  la b o r ,  
m a t e r ia l s ,  s e r v ic e s  o r  equipm ent fu rn is h e d  w it h in  10 days b e fo re , 
and a t  any tim e  a f t e r ,  th e  c la im a n t  g iv e s  o r  re c o rd s  a n o t ic e  o f  
in t e n t  to  l i e n "  under S e c t io n  6 o f  t h i s  b i l l .

S e c t io n  1 1 . T h is  s e c t io n  s p e c i f i e s  th e  method by w h ich  an owner 
may re c o rd  a n o t ic e  >f c o m p le t io n . I f  he ch o o ses to  re c o rd  a n o t ic e  
o f  c o m p le t io n , i t  m ust be done under s u b s e c t io n  (a ) a f t e r  th e  
c o n p le t io n  o f  c o n s t r u c t io n ,  a l t e r a t io n  o r r e p a i r ,  and m ust be 
preceded  by a t  l e a s t  5 d ays by a n o t ic e  to  a l l  c la im a n t s  who 
se rv e d  a n o t ic e  o f  in t e n t ,  to  l i e n ,
o f  th e  f a c t  th a t  a n o t ic e  o f  co m p le tio n  w i l l  be re c o rd e d . Under 
s u b s e c t io n  (c )  o f t h i s  s e c t io n ,  i f  a n o t ic e  o f  co m p le tio n  i s  
re co rd e d  then a l i e n  c la im a n t  would have to  re c o rd  h i s  c la im  no 
l a t e r  then  10 d ays a f t e r  the re c o rd a t io n  o f  th e  n o t ic e  o f 
c o m p le t io n . S u b s e c t io n  (d) s t a t e s  th a t  p rem atu re  n o t ic e s  o f 
co m p le tio n  a r c  i n e f f e c t i v e ,  and s u b s e c t io n  (e ) s p e c i f i e s  th a t  a l i e n  
can n o t be c la im e d  lo r  w ork done to  s a t i s f y  b re a ch  o f w a rra n ty  o r  
o th e r  d e f e c t iv e  m a t e r ia l  o r w orkm ansh ip .

S e c t io n  1 2 . T h is  i s  the  p re s e n t  lav ; o n ly  w ith  the a d d it io n  o f  th e  
word " g e n e ra l"  to c o n t r a c t o r ,  and the s p e c i f i c a t io n  o f  th e  lav/s under 
w h ich  s u re ty  bonds may be is s u e d .

S e c t io n  1 3 , 1 4 , 15 , 1 6 , & 1 7 . Th ese  s e c t io n s  s u b s t i t u t e  thw v/ord 
" g e n e ra l"  f o r  " o r i g i n a l " , and in  a d d it io n  S e c t io n  13 u se s  the 
g roup ing  "o th e r  c la im a n t s " ,  r a t h e r  than  "workm an, la b o r e r ,  
lum ber m e rch an t, o r m a te r ia lm a n " , so th a t  th e  s t a t u t e  can be more 
i n c l u s i v e .

S e c t io n  18 . T h is  new s e c t io n  would a l lo w  any c la im a n t ,  e x c e p t  an 
in d iv id u a l  la b o r e r ,  to  w a iv e  h i s  l i e n  o r sto p -p aym en t n o t ic e  r ig h t s  
w h ich  have a r is e n  up to the tim e o f  the w a iv e r .  A llo w in g  w a iv e r s  
would f a c i l i t a t e  p r o j e c t  f in a n c in g .  Any a ttem p ted  w a iv e r  by an 
in d iv id u a l  la b o r e r  would be v o id .

S e c t io n  1 9 . T h is  new s e c t io n  w ould g i v e  o w n e rs , c o n t r a c t o r s ,  
and le n d e rs  re c o u rs e  fo r  . in e q u ita b le  sto p-paym ent n o t i c e s ,  n o t ic e s  
o f  in t e n t  to  l i e n  o r l i e n  c la im s .

flee t.io n  20 . T h is  new s e c t io n  encom passes the a re a  o f  condom inium  
c o n s t r u c t io n .  S u b s e c t io n  (a ) a l lo w s  fo r  l i e n s  e i t h e r  lim ite fc l to  
p a r t i c u l a r  u n it s  upon w h ich  a c la im a n t  worked o r to  commonly owned 
p ro p e rty  and a l l  in d iv id u a l  un:i t s . S u b se c t io n  (b) l i m i t s  the 
c la im  Lo the a re a  o f the b u ild in g  co ve re d  by a c o n s t ru c t io n  lo a n  
and worked upon.
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S e c t io n  2 1 . T h is  i s  th o  d e f in i t io n  s e c t io n  o f  th e  b i l l .  The 
w ords o r  p h ra se s  n e w ly  d e f in e d  a re  " c o m p le t io n " , " c o n t r a c t  p r i c e " ,  
"d ra w s " , "encu m b rance", " g e n e ra l c o n t r a c t o r " , " g iv e  n o t ic e " ,  
" c o n s t r u c t io n  f in a n c in g " ,  " le n d e r " ,  "o w n e r" , and " p o t e n t ia l  l i e n  
c la im a n t " .

S e c t io n  22 . T h is  s e c t io n  ammends th e  p re s e n t  law  so a s  to  p e rm it  
l i e n  w a iv e r s  a s  a cco rd e d  under S e c t io n  18 o f t h i s  b i l l .

S e c t io n  2 3 . T h is  s e c t io n  r e p e a ls  th re e  c u r r e n t  la w s  o r  p a r t s  
o f  them . The re p e a l o f  . 0 6 0 (b )  i s  due to  the f a c t  t h a t  the  
new . 0 6 0 ( a )  and (c)  in  S e c t io n  3 o f  t h i s  b i l l  c l a r i f y  th e  
p r i o r i t y  o f  l i e n s  s u b je c t .  . 0 7 0 ( c )  on n o t ic e  o f  co m p le tio n  i s  
r e p e a le d , because  i t  i s  u n n e c e s s a ry . .095  i s  r e p e a le d , due to  
th e  f a c t  th a t  th e  new .0 " ) (d )  in  S e c t io n  10 o f  t h i s  b i l l  c o v e rs  the  
a re a  o f  c la im a n ts  re c o v e  / l i m i t s ,  and chus th e  p re s e n t  s t a t u t e  on 
c o n t r a c t o r ' s  l i e n  re c o v e ry  i s  u n n e c e s s a ry .

S e c t io n  2 4 . T h is  s t a t e s  th e  e f f e c t  o f  the  b i l l ,  i f  i t  becomes 
lav/, upon a c t u a l  o r p o t e n t ia l  l i e n s  a t  th e  tim e  th e  a c t  goes in t o  
e f f e c t .  Those w ith  c la im s  under the c u r r e n t  lav/ w ould  have to  
re c o rd  t h e i r  l i e n  c la im s  w it h in  90 d ays o f  t h i s  b i l l ' s  becoming 
la w , and would have l i e n  and sto p -p aym en t n o t ic e  r ig h t s  o n ly  
fo r  la b o r ,  s e r v i c e s ,  m a t e r ia ls  o r  equipm ent fu rn is h e d  a f t e r  
r e c o rd a t io n  o f  th o se  l i e n  c la im s .

S e c t io n  2 5 . T h is  s t a t e s  when th e  a c t  ta k e s  e f f e c t .
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CS for Sponsor 
Substitute for 
I.B 739
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Tin's measure, when passed out of the Houses included in substance all 
of the changes which have been recommended by the Division of Insurance 
and the other various interested parties. However, although the sub­
stantive material found its way into the legislation, there are a number 
of technical drafting errors which we did not see before the bill was 
signed out by the committee, and which must be changed before the bill 
can be properly adopted as a law.

For convenience, I shall refer to amendments to CSSSHB 739.

1. Page 2, line 2. Amend AS 34.35.050(6) tu read as follows:

“(6) is a [Prime] neneral contractor."

2. Page 7, line 15. Amend Section 34.35.071(b)(5) to read as follows:

"(5) the name of the [Prime Contractors] general contractor, 
if any."

3. Page 8, line 5. Amend Section 34.35.071(f) to read as follows:

"(f) after recording a condominium declaration as provided 
in AS 34.07 (Horizontal Property Regimes Act), an owner may 
record a Notice of Completion under this section as to 
each apartment after completion of the original construction 
of each condominium apartment."

4. Page 9, line 22. Amend Section 3̂ .35.095(c) by changing the
word "contract" to the word "employment."

5. Page 11, line 3. Amend Section 34.35.112(a)(5) to read as follows:

"(5) the [Prime Contractors] general contractor."

C. Page 11, line 21. Amend Section 34.35.112(b)(4) to read as follows

"(4) out of the remainder the subcontractors, including 
prime contractors except the general contractor, she 11 
be paicf in full or pro-rated "if the remainder is insuffi­
cient to pay them in full; and"

Representative Sam Cotten 
Chairman, Rules Committee 
House of Representatives 
Alaska State Legislature

Richard L. Clock, Director 
Division of Insurance
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7. Page 11, lines 24 and 25. Amend Section 34.35.112(b)(5), by changing
the v;ords "prime" to the word "general."

8. Add page 12, line 13-13. Amend Section 34.35.119(a) to read as follows:

"(a) liens created under AS 34.35.050-34.35.1120 arising out of
original construction which becomes subject to the Horizontal 
Property Regimes Act (AS34.07) before the first sale of any 
portion of the property after ccprencement of construction shall 
be subject to the provisions of this section,."

9. Page 12, line 20. Amend Section 34.35.119(b) by changing
the word "waiver" to the word "release."

10. Page 13, lines 4 and 5. Amend Section 34.35.119(c) by amending line
4 to read as follows:

"also reduced by an amount [Equal To The Amount Waived 3y the 
Lien Claimant] calculated in the same manner as provided in 
Section (b)."

11. Page 13, lines 6 and 7. Delete all of Section 34.35.119(d)

12. Page 16, lines 11 through 25. Amend Section 20(b) to read as follows:

"(b) this act is applicable to

(l) lien claims arising out of construction, alteration or 
repair orojects corarenced after the effective date of this Act*,

(w  1 ien claims arising out of construction, alteration or 
repair projects commenced before the'effective date of this Act 
Tn favor or1 claimants who first furnish' Vabar, materials, 
services', or equipment after 120 days after the effective 
date of this Act; and

JT) "liens arising out construction, alteration or repair 
projects commenced before the effective date of this Act 
[And Hot Completed Within 120 Days After The Effective 
Date of This Act] claimed by claimants whose furnishing 
or delivery of labor, materials, services or equipment 
I?. first furnished before and continues beyond 120 days 
after the effective date ot this Act; however, in order 
to preserve the right to claim a lien for all of the labor, 
materials, services or equipment furnished or delivered 
[During the 120 Days Period After The Effective Dato of This 
Act] the claimant must give a Notice of Right to Lien required 
under AS 34.35.064 contained in Section 4 of this Act, within 
130 days after the effective date of this Act. A Notice 
of Right to Lien given under this subparagraph (3) is effective 
for all labor, materials, services, or equipment furnished 
from the date of commencement of the claimant's portion 
of the construction, alteration or repair project."

RL3/mh/3/7
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D E P A R T M E N T  OE C O M M E R C E  &
EC O N O M IC  D E I  E L O P M E N T

POUCH D
DIVISION OF INSURANCE JUNEAU, ALASKA 99811

April 3, 1978

H o u s e  C o m m e r c e  C o m m i t t e e  

H o u s e  of R e p r e s e n t a t i v e s  

P ouch V

J u n e a u,  A l a s k a  99811 

G e n t l e m e n :

1 ha v e  j u s t  r e c e i v e d  a c o p y  o f  CSSS HB 739 w h i c h  is the p r i n t e d  w o r k  draft 

v e r s i o n  dated Ma r c h  24, 1978 and p r e p a r e d  by the L e g i s l a t i v e  Affa i rs  Agency.

To m y  k n o w l e d g e  this is the last p r i n t e d  d r a f t  of this bill a n d  in c o rporates 

m ost all o f  the s u g g e s t i o n s  w h i c h  have b een m a d e  by the various interested  

parties.

In rev i e w i ng  the bill, ho w ever, I note that there are some changes that mus t 

still be m a d e  in o r d e r  to m a k e  it c o n f o r m  to the r e c om m e n d a t i o n s  w hich we r e  

m a d e  by the D i v i s i on  o f  Insurance, m a n y  of w h i c h  w e r e  a gr e e d  to at the last 

m e e t i n g  of the H ou s e  C o m m e r c e  Committee.

B e c a u s e  I feel these c h a n g e s  are n e c e s s a r y  in r r d e r  to m a k e  the l e gi s lation 

c l e a r  and w o r k a b l e ,  I will set t h e m  forth here:

1. [Page 1, Secti o n  3 4 . 3 5 . 0 5 0 ( 2 ) ]

It is the intent to p e r m i t  a lien in f av o r  of an e m p l o y e e  b e n e f it  trust

w h i c h  runs in f avor o f  i n d i v iduals, w h i c h  is l ater d e f i n e d  as natural 

persons p e r f o r m i n g  l abor on the job.

The re f e r e n c e in line 16 to "persons d e s c r i b e d  in (1) of this section"

refers to l a n g u a g e  that i nc l u d e s  c o r p o r a t e  s u b c on t ractors. I rec o m m e nd  

that the l a n g ua g e  on line 16 read as follows:

Re: CSSS HB 739

(March 24, 1978)

"...of i n d i v i d u a ls  p e r f o r m i n g  l a b o r on the b u i l d i n g  or i m p ro vements 

and has a d i r e c t  c o n t r a c t . . . "
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2. [Page 1., S e c t i o n  3 4 . 3 5 . 05 0 ( 6 ) ]

T h e r e  is an a t t e m p t  to e i t h e r  d e fi n e  or limit the c a t e g o r y  of general 

c o n t r a c t o r s  a n d  n e i t h e r  e f f e c t  is desirable.'

It is u n n e c e s s a r y  to l i m i t  the c a t e g o r y  o f  general c o n t r a c t o r s  since all 

general c o n t r a c t o r s  w o u l d  fall into c a t e g o r y  6. In add i ti o n ,  it is unwise 

to try to d e f i n e  them, at least w i t h  the language use d  here, s i n c e  they 

are a l r e a d y  d e f i n e d  in S e c t i o n  120 of the law, arid the two de f i n i t i o n s  are 

s l i g h t l y  in conflict.

I r e c o m m e n d  t h a t  all the l an guage o f  S u b se c t i o n  6 be d e l e t e d  s t a r t i ng  wit h

the w o r d s  "...who is r e s p o n s i b l e  for t h e  " This p e r t ai n s  to page 1,

line 29, throu g h  page 2, line 3.

3. [Page 2, S e c ti o n  3 4 . 3 5 . 0 6 0 (a ) ]

T here is l a n gu a g e  w h i c h  is r e d u n d a n t  and o u g h t  to be c l arified. I 

s u g g e 't  that lines 7 thro u g h  9 read as follows:

" . . . S ec t i o n s  5 0 - 1 2 0  of this c h a p t e r  ex c e p t  that a lien 

c r e a t e d  u n d e r  S e c s...."

4. [Page 2, Sect i o n  3 4 . 3 5 . 0 6 0 ( c ) ]

The w o r d  " i n di vidual" is d e f i n e d  in S e c t io n  120 and it is u n n e c e s s ar y  

that it be d u p l i c a t e d  in this section. I re c o m m e n d  that the language 

a d d e d  on line 20 be d e l e t e d  so that line 20 will read:

..- s t r u c t i o n  is pre-..."

5. [Page 4, S e c t i on  3 4 . 3 5 . 0 62 ( c ) ]

This s e c t i o n  needs to be t o t a l l y  r e w r i t t e n  for two reasons.

(a) T h e r e  is need to c o m b i n e  some se n t e n c e s  for pr o p e r 

p h r a si n g  in o r d e r  to co n ve y  w h a t  was i nt ended by the 

l eg i s l a t io n ;  and

(b) In o r d e r  to m a k e  it c l e a r  that the bank is e n t i t l e d 

to n ot i c e  of  the filing o f  the S u p e r i o r  Co u r t  acti o n  

w i t h i n  30 days a f te r  r e c e i p t of the stop notice.

As c u r r e n t l y  drafted, the a c t i o n  m u s t  be f iled w i t h i n  

30 days, but the bank nee d  not be n o t i f i e d  until a s u b­

st a n t i a l l y  l a t e r  period o f  time.

I s u g g e s t  that the sect i o n  be r e w r i t t e n  b e t w e e n  line 

8 an d  line 18 as follows:

"(c) w i t h i n  30 days a f t e r  filing a s top p a y m e n t  no t i c e 

the c l a i m a n t  shall file an action in a c o u r t  of c o m p e t e n t
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j u r i s d i c t i o n ,  to obt a i n  the sums claims in the stop 

p a y m e n t  notice. The c o m p l a i n t  shall be a c c o m p a n i e d  

by a bond in an a m o u n t  equal the a m o u n t  c l a i m e d  w i t h  

s u f f i c i e n t  s u r eties as a p p r o v e d  b y  the court. The 

c l a i m a n t  shall g ive n o t i c e  to the l e n d e r  tha t  the ac t io n  

has b e e n  filed and i n c l ud e  a cop y  of the b o n d  f i le d  w i t h  

the action. If a c l a i m a n t  fails to f i l e  an a c t i o n  u nder 

this s u b s e c t i o n  and serve n o t i c e  o f  the f i l i n g  and a 

c opy of the b ond w i t h i n  30 days a f t e r  fil i n g  the stop 

notice, o r  e x e c u t e  a w r i t t e n  a g r e e m e n t  under (a)(5) of 

this section, the l e n d e r  m a y  d i s b u r s e  the m o n e y  w i t h h e l d  

u n d e r the c l ai m a n t ' s  stop p a y m e n t  n o t i c e  w i t h o u t  

i n c u r r i n g  l i a b i l i t y to the c l a i m a n t . "

6. It was my u n d e r s t a n d i n g  that s u b c o n t r a c t o r s  d e a l i n g  d i r e c t l y  w i t h  the 

o w n e r  or  the general c o n t r a c t o r  n e e d  not file n o t i c e  of  in t e n t  to lien.

This fundamental m a t t e r  has been c h a n g e d  so that s u b c o n t r a c t o r s  are r e q u ir e d  

to file the n o t i c e  of intent to lien. If it is the d e s i r e  to a d o p t

the original c o n c e p t  then the l e g i s l a t i o n  will have to be c h a n g e d  in the 

fol l o w i ng  place:

(a) Page 4, S e c t i o n  3 4 . 3 5 . 0 6 4 (a )  [Line 20] and the f o l l o w i n g  

l a n g ua g e  w o u l d  have to be added:

"..., a s u b c o n t r a c t o r  in d ir e c t  c o n t r a c t  wi t h  the o w n e r  or 

general c o n t r a c t o r, . . . "

7. [Page 5, S e c t i o n  34.35.064, Line 17]

The int en t i o n  o f  r e q u i ri n g  a person w h o  e x e r c i s e s  his c l a i m  rights to 

d i s c l o s e  the potential amo u n t  o f  his c l a i m  is to give the owner, lender  

or general c o n t r a c t o r  an o p p o r t u n i t y  to fin d ou t  no t  o nly w h a t  is owe d 

at  the date of the giving o f  notice o f  in t e n t  to lien, but a lso to en a b l e  

the owner, le n d er  o r  general c o n t r a c t o r  to have  u n o p p o r t u n i t y  to know 

w h a t  f u r t h e r  w o r k  is e x pe c t e d  to be p e r f o r m e d  or goods f u r n i s h e d  to the 

job by the same claimant. The c o n c e r n s  e x p r e s s e d  by s u p p l ie r s  a r d  by cert ai n  

of  the l e g i s l a t o r s  w h o  view w i t h  c o n c e r n  i m p o s in g  an o b l i g a t i o n  on s u p p li e r s  

and s u b c o n t r a c t o r s  to d i s c l o s e  the c os t  o f  fu t u r e w o r k  deals with the 

o b l i g a t i o n  to give dol l ar  values. I b e l i e v e  the p r o b l e m  can be ov e r c o m e  

by requ i r i n g  the s u p p l i e r  or s u b c o n t r a c t o r - c l a i m a n t  to give i n f o r m a t i o n  

c o n c e r n i n g  the dollars incurred to d ate and, w i t h  r e s p e c t to future  

work, to d e s c r i b e  i n - k i n d , wh a t  additional services o r  m a t e r i a l •> will be 

furnished.

To a cc o m p l i s h  that the f o l l ow i n g  l an guage needs to be a d d e d  at the end of  

line 17:

"...and a d e s c r i p t i o n  of labor, m a t e r i a l s ,  or e q u i p m e n t  w h i c h 

the c l a i m a n t  r e a s o n a b l y  a n t i c i p a t e s  f u r n i s h i n g  the job."
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8. [Page 5, S e c t i o n  34.35 067(b), Line 24]

This s e c t i o n  e s t a b l i s h e s  the priori tit" o f  m e c h a n i c  liens w i t h  r e s p e c t 

to i n c u m b r a n c e s  s e c u r i n g  f i n a n c i n g  and is a tru e  s t a t e m e n t  e x c e p t  wit h 

r e s p e c t  to labor liens on o r i ginal c o n s t r u c t io n .  An e x c e p t i o n  has to be 

i n c l u d e d  in the language, t h e r e f o r e ,  to r e c o g n i z e  that fact. I r e c o m m e n d  

the f o l l o w i n g  l a n g u a g e  be a d d e d  so that l i n e  24 reads as follows:

"(b) a c l a i m  of lien, e x c e p t  the c l a i m  o f  an individual 

p e r f o r m i n g  w o r k  on original c o n s t r u c t i o n ,  for labor, m a t e r i a l s ,  

s e r v i c e s  or  e q u i p m e n t  "

9.. [Page 6, S e c t i o n  3 4 . 3 5 . 0 7 0 (a ) ,  Lines 6 and 7]

The d r a f t e r  has r e d r a f t e d  this s e c t i o n  even f r o m  the i m m e d i a t e l y  p r e­

ceding d r a f t  and i n a d v e r t e n t l y  c r e a t e d  the i m p r e s s i o n  tha t  liens 

c ould be lo dg e d  eve n  a f t e r  the 9 0 - d a y  p e r i o d  in s u b s e c t i o n  (b) of this 

section. In o r d e r  to c l a r i f y  tha t  s u b s e c t i o n  (b) is the final o u t s i d e

date for r e c o r d i n g  of claims, the f o l l o wi n g  l a n g u a g e  m u s t  be d e l e t e d  f rom

1 ines 6 a nd  7:

" E x c e p t  as p r o v i d e d  u n d e r  S e c t i o n  71(c) of this c h a p te r , . . . "

There, of course, will h a v e  to be a r e f e r e n c e  in a n o t h e r  section, d e a lt  

w ith later.

10. [Page 7, S e c t i o n  3 4 . 3 5 . 0 7 1 ( a ) ( 2 ) ,  L ine 7]

The c o m m i t t e e  a g r e e d  that l a n g u a g e  w o u l d  be a d d e d  in this s u b s e c t i o n  

to c l a r i f y  that f iv e - d a y  n o ti c e s  p r i o r  to r e c o r d i n g  n o t i c e  o f  c o m p l e t i o n  

n ee d  not be g iven to those persons p e r f o r m i n g  w o r k  at the v ery end 

o f  the job, s i n c e  t h e ir  1 0 - d a y  n o t i c e s of i n t e n t  to lien m a y  not be 

r e c e i v e d  until a f t e r  the f i v e - d a y  notices h a v e  been sent. In o r d e r  to 

c l a r i f y  this point, the f o l l o w i n g  l a n g u a g e  m u s t  be a d d e d  so t hat line 7 

reads as follows:

" . . . i nt e n t  to lien o r  a stop p a ym e n t  n o t i c e  to the o w n e r  

p r i o r  i o  10 days b e f o r e  r e c o r d i n g  the no t i c e  of completion.

T he n o t i c e  s h a l l ..."

11 „ [Page 7, S e c t i o n  34.35.071 (c), Lines 20 to 22]

T he c o m m i t t e e  a g r e e d  that t he r e  w o u l d  be som e c l a r i f i c a t i o n  l a n gu a g e  

a d d e d  to this s u b s e c t i o n  in o r d e r  to m a k e  it c l e a r  that the f a i l u re  

to p r o p e r l y  send  the f i v e - d a y  p r e - n o t i f i c a t i o n  o f  rec o r d i n g 

n o t i c e  of c o m p l e t i o n  w o u l d  a f f e c t  o n l y  those c l a i m a n ts  not rec e i v i n g 

the notice, not all m e c h a n i c  lien claima n t s .  Further, l a n g u a g e  m u s t  

be a d d e d  in o r d e r  to re f e r e n c e  the fact that  there is a 90 - d a y  r e­

cording per i o d  in a n o t h e r  section.
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[Page 7, Sec. 3 4 . 3 5 . 0 7 1 ( c ) ,  Lines 23-24]

S u b s e c t i o n  (c) s h o u l d  be t o t a l l y  r e w r i t t e n  as follows:

"(c) N o t w i t h s t a n d i n g  the p r o v i s i o ns  o f  S e c t i o n  .070(a) and

(b), if an o w n e r  has c o m p l i e d  w i t h  (a) a n d  (b) o f  this section, 

a c l a i m a n t  shall r e c o r d  his c l a i m  o f  lien no l a t e r  than 10 

days a f t e r  the d a t e  the notice o f  c o m p l e t i o n  is recorded. Any 

c l a i m a n t  w h o  has g iven o r  r e c c r d e d  n o t i c e  o f  i n t e n t  to lien p rior 

to 10 days b e f o r e  r e c o r d i n g  n o t i c e  o f  c o m p l e t i o n  an d  w h o  has not 

given f i ve - d a y  n o t i c e  of r e c o r d i ng  o f  n o t i c e  of  c o m p le t i o n ,  shall 

have 90 days f r o m  c o m p l e t i o n  to re c o rd  his c l a i m  of  lien, bu t it 

shall not e x t e n d  the tim e  to f i l e  c l a i m  o f  lien fo r  c l a i m a n t s  who 

w e r e  given the f i v e - d a y  not i c e  o f  r e c o r d i n g  n ot i c e  of  c o m p le t i o n . "

12. [Page 9, S e c t i o n  3 4 .35.095, Lines 4 - 8 ]

It is the int e n t  o f  the d r a f t e r  to im p o s e  the t i m e  p er i o d  for w h i c h  lien 

rights a r i s e  for  both s t o p  notices and m e c h a n i c  liens in on e  section. 

A l t h o u g h  this is a s l i g h t l y  d i f f e r e n t  a p p r o a c h  than taken in the e a r l i e r  

drafts, it is f u l l y  a c c e p t a b l e ; h o w ev e r ,  as d r a fted, it appli e s  o n l y  to 

m e c h a n i c  liens a n d  m ak e s  no m e n t i o n  o f  stop notices. To cure that p r o­

blem, the fo l l o w i n g  chan ge s  s h o u l d  be m a d e  so t hat lines 4 through 8, 

read as follows:

"The a m o u n t  to w h i c h  a claimant, o t h e r  than a general c o n­

tractor, f o r a b u i l d i n g  or i m p r o v e m e n t  or o f  an individual 

d e s c r i b e d  in S e c t i o n  120(10) o f  this c h a p t e r  or of a c l a i m a n t  

having a d i r e c t  c o n t r a c t  w i t h  the o w n e r  or general c o n t r a c t o r  

for a l t e r a t i o n  o r  r e p a i r  o f  a b u i l d i n g  is e n t i t l e d , . . . "

13. [Page 12, S e c t i on  3 4 . 3 5 . 1 2 0 ( 4 ) ,  Line 17]

E v e r y o n e  is in a g r e e m e n t  the c o n s t r u c t i o n  f i n a n c i n g  refers o nly to the 

f i r s t  c o n s t r u c t i o n  on the property; h o w e v e r ,  the w o r d  "new" is language

n o t  c u r r e n t l y  u sed in the c o d e  and o v e r  w h i c h  t here has b een no hist o r y

o f  litigation. The t e r m i n o l o g y  use d  t h r o u g h o u t  the s e c tion, and for 

w h i c h  there is a body o f  i n t e r p r e t i v e  law, is the v/ord "original" and that

is the w o r d  w h i c h  s h o u l d  be used on l ine 17.

14. [Page 13, S e c t i o n  3 4 . 3 5 . 1 2 0 ( 1 0 ) ,  Lines 26 and 27]

This sect i o n  n eeds to be revi s ed  for  two reasons.

(a) It c u r r e n t l y  limits the rights o f  an individual to i ndividuals 

w o r k i n g  original c o n s t r u c t i o n  and it m u s t  be c l e a r  that i n­

div iduals  h ave rights even w ith r e s p e c t  to repairs, a l t e r at i o n s

o r  m a i n t e n a n c e  or e x i s t i n g  st ru c t u r e s .  In o t h e r  se ctions, their

rights to a p r i o r i t y  lien are l i m i t e d  to original c o n s tr u c t i o n ,

b ut t h a t  is d e a l t  w i t h  in a p p r o p r i a t e  sections. Here it is

n e c e s s a r y  o n l y  to d e f i n e  the individual as b e i ng  a natural 

pe r s o n  but not limi t e d to o r i ginal co n s t r u c t io n .

(b) In o r d e r  to c l a r i f y  that i n d i v i d ua l s  i n c l u d e  persons wh o 

may h a v e  c o n t r a c t o r s  licens e s  b u t  w h o  are e m p l o y e e s  on a
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p a r t i c u l a r  job, additional l a n g u a g e  m u s t  be added. This is 

a n o t h e r  m a t t e r  that  was a g r e e d  upon by the c o m m i t t e e  and not 

i n c l u d e d  in the las t  draft.

S e c t i o n  10 s h o u l d  be r e w r i t te n  as follows:

11 ( 10 ) ' i n d i v i d u a l ' m e an s  a natural person w h o  a c t u a l l y  performs 

l a b o r upon a b u i l d i n g  or o t h e r  i m p r ov e m e n t ,  and w h o  is not a 

'contractor' as d e f i n e d  in AS 0 8 . 1 8 . 1 7 1 ,  or, if a contra ct o r ,  

is not a c t i n g  as a c o n t r a c t o r  on the job bu t a c t i n g  as an 

e m p l o y e e ,  i n c l u d i n g  ha v i n g payroll d e d u c t i o n s  m a d e  f r o m  all r e­

mu n e r a t i o n  p a i d  him."

T h e  e f f e c t i v e  d ate and a p p l i c a b i l i t y  clauses as well as the secti o n  deal i n g 

w i t h  c o n d o m i n i u m s  and  o t h e r  m u l t i p l e  unit s t r u c t u r e s  h ave been o m i t t e d  a n d  it 

will be n e c e s s a r y  to r e s e r v e  the r i g h t  to c o m m e n t  on t hose until the y  hav e  been 

s ubmitted.

It is o f  s o m e  c on c e r n  to the D i v i s i o n  of I n s u r a n ce  tha t  t h e r e  seems to be some 

q u e s t i o n  a b o u t  the e f f e c t i v e  date. It the r e c o m m e n d a t i o n  o f  the d i v i s i o n  that 

t h e  law be m a d e  e f f e c t i v e  i m m e d iately, even th o u g h  the a p p l i c a b i l i t y  c l a u s e  may 

p r o v i d e  for some deferral of the a p p l i c a t i o n  w i t h  r e s p e c t  to c e r t a i n  liens.

D i r e c t o r

RLB/val6-ll
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SUBJECT: H o u s e  B i l l  739

TO:

FROM:

I h a v e  b e e n  r e q u e s t e d  b y  J o h n  C r a n d a l l  to p r e p a r e  a b r i e f  
m e m o r a n d u m  o n  the a m e n d m e n t s  H B  739 w o u l d  m a k e  in e x i s t i n g  
law.

S e c t i o n  1 . S i m p l i f i e s  the l a n g u a g e  of e x i s t i n g  section 50 
a n d  d e c r e a s e s  the n u m b e r  o f  p e r s o n s  e n t i t l e d  to c l a i m  a 
lien. U n d e r  e x i s t i n g  l a w  a n y  laborer, supplier, architect, 
or e n g i n e e r  m a y  c l a i m  a lien; w h i l e  after e n a c t m e n t  of H B  
739, o n l y  those p e r s o n s  p e r f o r m i n g  labor u p o n  or d e l i v e r i n g  
s u p p l i e s  to the job site (or a p e r s o n  xdio directs them to 
w o r k  or d e l i v e r  there) m a y  c l a i m  a lien.

S e c t i o n  2 . T h e  i n t e n t  of this s e c t i o n  is, w i t h  certain 
e x c e p t i o n s , to r e o r d e r  the p r i o r i t i e s  a c c o r d e d  liens. U n d e r  * 
e x i s t i n g  l a w  a l e n d e r  m a y  n o t  have p r i o r i t y  over a s u b s e q u e n t  
u n r e c o r d e d  c o n s t r u c t i o n  lien for his r e c o r d e d  m o r t g a g e  or 
d e e d  of trust. H B  739 s p e c ifies that the p r i o r i t y  of a 
c o n s t r u c t i o n  l i e n  is f i x e d  on the date of r e c o r d i n g  of the 
l i e n  claim.

S e c t i o n  3 . A l l o w s  a p e r s o n  to r e c o r d  a l i e n  i m m e d i a t e l y  
a f t e r  m a t e r i a l s  a r e  d e l i v e r e d  or w o r k  begins. U n d e r  e x i s t i n g  
l a w  a lien claim, m a y  b e  r e c o r d e d  w i t h i n  90 days a f t e r  the 
m a t e r i a l s  a r e  f u r n i s h e d  or the w o r k  is completed.

S e c t i o n  4 . U n d e r  e x i s t i n g  law, a s u p p l i e r  and a p erson 
f u r n i s h i n g  l a b o r  at the site of n e w  c o n s t r u c t i o n  has a 
p r e f e r e n c e  o v e r  a p r i o r  r e c o r d e d  lien, mortgage, deed of 
trust or o t h e r  e n c umbrance. HB 739 w o u l d  delete this p r i o r i t y  
for s u p p liers a n d  q u a l i f y  the p r i o r i t y  for laborers by 
p r o v i d i n g  that they m u s t  n o t  be a " c o n t r a c t o r "  as d e f i n e d  
u n d e r  A S  08.18.171.

POUCH Y - STATE CAPItCH. 
JUNEAU. ALASKA 99311 

907-.S6S-3800

R e p r e s e n t a t i v e  Joe L.

J a m e s  L. B a l d w i n  
L e g i s l a t i v e  Counse
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S e c t i o n  5 . A d d s  a n e w  s e c t i o n  w h i c h  e s t a b l i s h e s  procedures 
^or the a d m i n i s t r a t i o n  of c o n s t r u c t i o n  financing. Lenders 
/ould be r e q u i r e d  to w i t h h o l d  drav f r o m  c o n t r a c t o r s  who 
nave n o t  p a i d  t heir subs or employ 'f T h e  w i t h h o l d i n g  is 
m a n d a t o r y  a f t e r  r e c e i p t  of a stop p a y m e n t  n o t i c e  b y  a p e r s o n  
e n t i t l e d  to c l a i m  a lien. T h e  n o t i c e  m a y  b e  sent if p a y m e n t  
is n o t  r e c e i v e d  w i t h i n  20 days a f t e r  the c l a i m a n t’s contract 
r e q u ires. L e n ders w h o  don't c o mply w i t h  these n e w  proced u r e s  
w i l l  lose any p r i o r i t y  o b t a i n e d  u n d e r  a r e c o r d e d  m o r t g a g e  or 
d e e d  of trust to the extent of funds w r o n g f u l l y  disbursed 
a f t e r  r e c e i p t  of the stop p a y m e n t  n o tice*

S e c t i o n  6 . A d d s  a n e w  s e c t i o n  to e x i s t i n g  law w h i c h  r e q uires 
a p o t e n t i a l  lien c l a i m a n t  to give a n o t i c e  of lien liability 
to the o w n e r  of the p r o p e r t y  and lender w i t h i n  2-0 days a f t e r  
e n t e r i n g  into a c o n s t r u c t i o n  contract. T h e  intent is to 
n o t i f y  the o w n e r  o f  the sources of lien l i a b i l i t y  that h a v e  
the p o t e n t i a l . f o r  e n c u m b e r i n g  his property. U n d e r  existing 
law, an o w n e r  m a y  b e  s u b j e c t e d  to d o u b l e  l i a b i l i t y  unless h e  
m a k e s  c e r t a i n  that all s u b c o n t r a c t o r s  are p a i d  by the g e neral 
contractor. A  m e c h a n i c ' s  or m a t e r i a l m a n ' s  lien is not 
e n f o r c e a b l e  u n l e s s  a n o t i c e  of lien l i a b i l i t y  is given and 
r e c o r d e d  w h e n  required.

S e c t i o n  7 . U n d e r  e x i s t i n g  law, a lien c l a i m  may not be 
r e c o r d e d  by a g e n eral c o n t r a c t o r  u n t i l  c o m p l e t i o n  of the 
c o n s t r u c t i o n  contract. That section is r e p e a l e d  and r e­
en a c t e d  to g e n e r a l l y  p r o v i d e  for the r e c o r d i n g  of lien 
claims a n d  p r o v i d e s  that they a t t a c h  and are capable of 
e n f o r c e m e n t  o n l y  u p o n  recording.

S e c t i o n  8 . S p e c ifies the contents of a c l a i m  of lien. 
E x i s t i n g  law is s i m i l a r  to this r e p e a l e d  a n d  reenacted 
section, e xcept that a d d i t i o n a l  s p e cific i n f o r m a t i o n  is 
r e q u i r e d  about the lien claimant and the w o r k  or m a t e r i a l s  
furnished.

S e c t i o n  9 . A d d s  n e w  subse c t i o n s  to AS 34.35.070, w h i c h  
pr o v i d e  t h a t :

(1) a p r e m a t u r e  n o t i c e  of c o m p l e t i o n  is ineffective;

(2) a l i e n  m a y  not be c l aimed for w o r k  p e r f o r m e d  to 
s a t i s f y  a b r e a c h  of w a r r a n t y  or o t h e r  d e f e c t i v e  m a t e r i a l  or 
w o r k m a n s h i p  unless funds are p l a c e d  in e s c r o w  to pay for the 
work; a n d  ,
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(3) a g e n e r a l  c o n t r a c t o r  can w a i v e  h i s  r i g h t  to c l a i m  a 
l i e n  if h e  has s u b s t a n t i a l l y  c o m p l e t e d  t h e  w o r k  u n d e r  contract, 
h e  w i l l  c o m p l e t e  the r e m a i n i n g  w o r k  w i t h i n  s i x  months, and 
funds h a v e  b e e n  p l a c e d  in e s c r o w  to p a y  f o r  the work.

S e c t i o n  1 0 . S p e c i f i e s  a m ounts and c o n d i t i o n s  for a bond 
that m a y  b e  r e q u i r e d  b y  a l e nder in l i e u  of w i t h h o l d i n g  
m o n e y  f r o m  draws w h e n  a s t o p - n o t i c e  is f i l e d  u n d e r  sec. 62.
(It a p p e a r s  that the i n t e r n a l  c i t a t i o n  to sec. 64 on p a g e  7, 
line 7 o f  H B  739 is incorrect, a n d  s h o u l d  b e  c h a n g e d  to r e a d  
sec. 62 v i c e  sec. 64).

S e c t i o n  1 1 . C o n f o r m i n g  amendments.

S e c t i o n  1 2 . D e f i n i t i o n s .

I h o p e  that the f o r e g o i n g  has a n s w e r e d  y o u r  q u e s t i o n s  c o n c e r n i n g  
1IB 739; if I can be of f u r t h e r  assist a n c e ,  p l e a s e  call me 
at 465-4627.

J L B r h j d : j p d
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REALTOR

1818 WEST NORTHERN LIGHTS BOULEVARD 

A N C H O R A G E  A L A S K A  99503 

(9071 272-3833

March 1, 1978

(

Attn: ANCHORAGE ARLM_LEGISLATORS

Whereas a serious situation now exists in the State o f  Alaska with regard 

to materialmen and mechanics lien legislation, and

Whereas the legislature is now considering HB 739 and suggested amendments 

and revisions to HB 739 by the Homebuilders Association, and

Whereas we as Realtors are involved with all aspects of the real estate 
industry,

Therefore, be it resolved that the Anchorage Board of Realtors supports 

the enactment of effective legislation during this session to 

provide for protection of all parties involved in the creation, 
insuring, and financing of residential dwellings; and to further 

provide 1) protection for the individual homeowner from injudicious 

lien filing, 2) definition of procedures guaranteeing labor's 

rights to lien for work performed, 3) suppliers right to lien for 

materials provided to job site, tj 4) definition of procedures 

allowing for prompt issuance of ALTA Title Insurance and subsequent 
long-tenn financing.

Board of Directors 

Anchorage Board o f  Realtors

11£U A ,*
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R E A L T O R

1818 W. Northern Lights Blvd., Suite 104 • Anchorage, Alaska 99503 
0 Telephone 907-272-8016

A L A S K A  ASSOCIATION O F  R E A L T O R S

March 1, 1978

Honorable Joseph H. McKinnon, Chairman 
Alaska House Commerce Committee 
Pouch V
Juneau, Alaska 99811

Re: II. D. 739

Dear Joe:

We know that you are aware of the considerable hardship now being felt 
by homebuilders and home buyers because of the inability to receive 
prompt issuance of ALTA Title Insurance as required by the lenders 
financing these homes.

We have no specific recommendations at this time but we are aware that 
the Homebuilders Assocation, the suppliers, banks and title companies 
will be giving testimony before your committee in the immediate future.

Inasmuch as we are involved in all the various aspects of the Real 
IZstatc Industry wo can sympathize with each of these factions. How­
ever, small builders are going broke and prospective purchasers are be­
ing greatly inconvenienced because of the great length of time now 
needed for closing of sales requiring the issuance of ALTA title 
policies.

We urge you to consider the testimony, amend the bill as fairly as 
possible and report it out of committee. We will lend any assistance 
we can, thereafter, to secure quick passage of a bill in the House 
and Senate that would relieve the present chaotic condition.

Sincerely,

Audie L. Moore, Acting Chairman 
Legislative Committee 
Alaska Association of Realtors

ALM:pw

REALTOR* is a regi6ter(Kj maik which idenM-os a pfoloss'onai 
real ostale who suD&cuhos lo a str»cl Codo of Ethics an a m cm 'w  of 
Iho NATIONAL a s s o c ia t io n  o f  r e a l t o r s  *
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STEV E CO W PER 
210 N E R L A N D  B U I L D I N G  

F A I R B A N K S .  A L A S K A  99701
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M a r c h  16, .1978

Mr. E d g a r  S. P h illeo 
P r e s i d e n t
P h illeo E n g i n e e r i n g  &

A r c h i t e c t u r a l  Service Inc.
529 Sixth A v e n u e  
Fairbanks, A l a s k a  99701

Dear Ed:

T h a n k  y o u  for your letter of M a r c h  3, 1978, in w h i c h  
you raise an important poivt in o p p o s i t i o n  to HB 739, w h i c h  
r e lates to m a t e r i a l m e n  and mechanics' liens.

I have taken the liberty of s e n ding a copy of y o u r  
letter to Rep. Joe McKinnon, c h a irman of the H o u s e  C o m m e r c e  
Committee, to w h i c h  that bill has been referred. I think 
your c o m m e n t s  will prove v a l uable to them in their r e v i e w  of 
the bill.

T h a n k  you for k e e p i n g  me informed of your v i e w s  on 
this. I look forward to heari y o u  again.

V e r y  truly yours

C owper

SCC/mas
cc. Rep. Joe M c K i n n o n



March 3, 1978

Steve Cowper 
210 Nerland Bldg. 
Fairbanks, Alaska 99701

Dear Steve:

I a m  writing to express m y  opposition on House Bill #739 which as 

I understand it would eliminate Architects and Engineers from any lien 

rights in that it would require manual labor to have been performed on 

a property before a lien could be filed.

I have availed myself of lien rights on several occasions in the 

past and see no reason that professional services should not be entitled 

to the same rights as laborers.

Very truly yours,

Edgar C. Philleo, P.E.

President

ESP/pal

iEd ISIq b  e n g i n e e r i n g  S  s r c & S s m t s r s d  s s r c i e c  imc.
r.f»t»i av«*»jr.r fotftsjiti amvj w /ia I‘
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H o u s e  H i ] 1 No .  7 39 , T e n t  . i t .) .>e D r a f t  D a t e d  
M u r c h  24,  1978 ( c o p y  a t t a c h e d )

DATE*. M a r c h  28, 19 78

J h o v e  r e v i e w e d  t h e  t e n t - a l i v e  d r a f t  a n d  w i l l  h e r e i n  b r i e f l y  
o u t l i n e  my t h o u g h t s  c o n c e r n i n g  t h e  l e g i s l a t i o n .  1 h a v e  some 
g e n e r a l  c o m m e n t s  w h i c h  T w i l l  s e t  f o r t h  f i r s t  a n d  t h i s  w i l l  b e  
f o l l o w e d  b y  s ome  s p e c i f i c  c o m m e n t s .

I .  G e n e r a l  Comment . s

(1) T h e  o v e r a l l  a p p r o a c h  t a k e n  b y  t h i s
l e g i s l a t i o n  i s  w r o n g .  F i r s t  t h e  Act; g i v e s  t h e  
b a n k  o r  l e n d i n g  i n s t i t u t i o n  p r i o r i t y  o v e r  t h e  
m a l e r  i a l m a n ' s  l i e n  r i g h t f .  a n d  t h e n  m a k e s  n um e r o u s  
a d d i t i o n a l  b u r d e n s o m e  r e q u i i e m e n t s  u p o n  t h e  l i e n  
c l a i m a n t .  T h e  b a n k  i s  n o t  r e q u i r e d  t o  d o  a n y t h i n g  
a n d  i s  g i v e n  f i r s t  p r i o r i t y .

(?)

(3) T h e  l e g i s l a t i o n  n o t  o n l y  e n c o u r a g e s  l i t i g a t i o n ,  
i t  r e q u i r e s  i t  ( s e e  P a g e  4,  b i n e  8) .  s v . c  ■

(4) T h e  l e g i s l a t i o n  i s  f a r  t o o  c o m p l e x .  I n  o r d e r
t o  f u l l y  p r o t e c t  h i s  i n t e r e s t ,  t h e  l i e n  c l a i m a n t ,  
must  p r e p a r e * ,  r e c o r d  a n d  s e r v e  a " n o t i c e  of  
i n t e n t  t o  l i e n " ,  a " s t o p  p a yme n t  n o t i c e " ,  f i l e  a 
l a w s u i t  i n  s u p e r i o r  c o u r t ,  a n d ,  f i n a l l y  r e c o r d  
h i s  l i e n  w i t h i n  t e n  d a y s  f r om  t h e  r e c o r d i n g  o f  a 
n o t i c e  o f  c o m p l e t i o n " .  T h i s  p l a c e s  s o  m a n y  
t e c h n i c a l  r e q u i r e m e n t s  u p o n  t h e  l i e n  c l a i m a n t  
t h a t  i t  i s  a v i r t u a l  c e r t a i n t y  t h a t  o n e  m i s t a k e  
a l o n g  «fie l i n e  c o u l d  r e s u l t  i n  t h e  l o s s  o f  H e n  
r i g h t s  a n d  t i n* i m p o s i t i o n  o f  l i a b i l i t y  u p o n  f l i c  
c l a i m a n t .  i n  s h o r t ,  \ h e  l e g i s l a t i o n  w i l l  
d i s c o u r a g e  t h e  I i l i n g  oJ 1i c n  c l a i m s .



S e c t i o n  (1)

r' c '

S e c t i o n  (2)

l i e  C omme n t s

(Pag e  1, L i n e  18).  I t  i s  v i r t u a l l y  
i m p o s s i b l e  t o  r e q u i r e  t h a t  t h e  m a t e r i a l  s u p p l i e r  
a c t u a l l y  d e l i v e r  t h e  m a t e r i a l  t o  t h e  j o b  r . i t e  
u n d e r  a c o n t r a c t  w i t h  t h e  o w n e r .  A l l  r e f e r e n c e  
t o  a n y  d e l i v e r y  r e q u i r e m e n t s  a r e  s i m p l y  c o n t r a r y  
t o  t h e  e x i s t i n g  p r a c t i c e  i n  t h e  i n d u s t r y  a n d  
s h o u l d  b e  s t r i c k e n .  U n d e r  e x i s t i n g  l a w  t h e  
m a t e r i a l m a n  mu s t  p r o v e  t h a t  h i s  m a t e r i a l s  b e c am e  
i n c o r p o r a t e d  i n  t h e  S t r u c t u r e .  T h i s  i s  s u f f i c i e n t  
a n d  t h e  d e l i v e r y  r e q u i r e m e n t  s i m p l y  c r e a t e s  
a n o t h e r  l o o p h o l e  f o r  t h e  b a n k s  t o  d e f e a t  l e g i L i m a L e  
c l a i m s .

U n d e r  S e c t i . o n 3  t h e  t h i r d  l e v e l  s u p p l i e r  u s u a l l y  
h a s  n o  c o n t r a c t  w i t h  t h e  o w n e r .  T h u s  h i s  r i g h t s  
u n d e r  t h i s  s t a t u t e  a r e  c o m p l e t e l y  c u t  o f f  a n d  he  
i s  l e f t  w i t h  n o  l i e n  r i g h t s  w h a t s o e v e r .

T h i s  s e c t i o n  c h a n g e s  e x i s t i n g  l a w  by  
m a k i n g  t h e  b a n k s  m o r t g a g e  s u p e r i o r  t o  t h e  m a t e r i a l ­
m a n ' s  l i e n  b u t  l e a v e s  t h e  l a b o r  l i e n  i n  f i r s t  
p o s i t i o n .  As s t a t e d  a b o v e ,  t h i s  d i s t i n c t i o n  
ma k e s  n o  s e n s e  a m i  i s  s i m p l y  u n f a i r .

( P a g e  2,  L i n e  13-15).  T h i s  l a n guag e *  g i v e s  t h e  
b a n k s  m o r t g a g e  p r i o r i t y  e v e n  b e f o r e  t h e  b a n k  
a d v a n c e s  a n y  m o n i e s .  T h e  m a t e r i a l m a n  c o u l d  b e  
o u t  s e v e n  o r  t e n  t h o u s a n d  d o l l a r s  b e f o r e  t h e  
b a n k  a d v a n c e s  a n y  c a s h  a n d  y e t  t h e  b a n k  s t i l l  
h a s  p r i o r i t y .  T h i s  i s  o b v i o u s l y  u n f a i r .
S e c t i o n  4 (Page  7, L i n e s  25 -Page 4,  L i n e  18).

l.irrntcd R u « .  9 0 7  27  < 0 1 1 *
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FROM BUILDERS *. rLL ‘OR’C " SUPPLY 
999 r. f I DO ?
ANCHORAGE, \:: or;, )3 
TEL* 2 7 9 - 0 A )|

/ . RE* H D  739

AS A MATE RI AL  S U P P L I ER AND S U B C O N T R A C T O R  III TAKE E X C E P T I O N  TO
' I 1 1 . ILL ' > ) fAF f - ). ;E I? •OU FS T A COPY

O F  T H E  NE W L Y  REVISE R A F T  AND T! : T< ST UD Y R E D R A F T  o f  F I N A L . If L . 
AND AN O P P O R T U N I T Y  TO COMM: 'T BEFORE COMM ITTEE T A K E S  F I N A L  ACTION.
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• ■ ■ I . ) JT 1 ' ( j • •*- r — -\
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ro RFP. J-' : - ; C OMMERCE
AjTTN; ALL MEMUliRS

FROM: DOM /.'CLSOD
. NORTHWEST [)OOR OF AMCHORAGF 
6721 ARCTIC SPUR RO 
ANCHORAG, ALASKA 99502 
T^L: 276-8103

AS A 'ATER IAL SUPPLIER, 72 TAKE EXCEPTION TO MANY CLAUSES 
! j DRAFTED.
INTERESTED PARTIES TO REVIEW AN7 REDRAFTS P'T()R TO PASSAGE 
£0*'.

v
I

L U I 1IS3 lf>. 39 J 01 0)1-', 16.30 0 3/15/73
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74- >
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1 ' ' 1 riUT HIE f' L fS SUBSTANTIALLY REVISED
march mini, i9731 and jo i 5f\ iot ll availa le.
UNDERSTAND Tli:RE .'ILL IE A jgMMITTEE HEARING niURSDAY, 
ARCH \6, AI 7 p. . y:T Cl rAlM I 101 OSALS.

ARE D -Moo'. )f ObT AIN f NO A/COPY OF THE REDRAFT AND WE 
1 ' / )Y IT AN!) ill ; - ;u 3FSTI0
i f ' •. I or ro n: ft ital ro t itslatu ■" fo ■
P A S SAGE. f r *•
HOM**
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CINDY JWU 
C - FR CHARITY AMCH

THIS MESSAGE /AS SENT YESTERDAY AFTERNOON BUT HAS GARBLED 
1 TED OUT AT A N O T H E R  SITE* f AS TOLD B Y THAT SITF

THIS 'HJRMI'J 1 30 AM RES E M ' )  IMG IT.

- c TO REP ‘CKI EM O'I CHA I *. 
ATTM? ALL MEMBERS

CO 'MERGE

RE IB 739

THE UM'DERSI G . ' J F D  A S  M A T E R I A L  SUPPLIERS AMD SUB CONTRACTORS 
OBJECT ro MANY CLAU ' IS I THE ITJ

'  • FETT 10 FOR 3/1 6/73 W I LL
REDRAFT THI : (ILL. IE iEQUEST A Copy op THE NFWLY D AFT 

'' ' O '  *UDY IT. WE REOUEST AM OPPORTUNITY
TO COMMENT JEFORE COMMITTEE TA IE5 FINAL ACTION.

B.tt. SAUTHIER. P.O. BOX 3-546ANC 1. , AM 0 0 5  |o, 2 7 4-0 1 1 6 .
>/ ' •... LFCTRIC
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:M nr JOINS. . . .o r  33 IM > C ) icrste
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TO REP SCKINNO’I, CHAIR, i. CO-'4ERCH 
ATTNI ALL MEMBERS

FROM FRED STEEN:! EVE? 
r 2433 POST RD

ANCHORAGE, \K 09501 
TELE 276-5055

AS A CONTR A C T O R  AMD SUPPLIER W c OPPOSE H3 739
IS A C O M  W I T  EE 

HEARING, THURS. 3/16 AT 7 P.M. fO REDRAFT THIS 
PROPOSAL. IE REOUEST ' ' i : TIME T O  STUDY
THIS R E D R A F T E D  BILL 3r R)UE LEG! >L AT I VIE ACTION 
TAKES P L A C E . E O ’.

COPY OF P.O. ' . REQUEST"')* A T T ’; JOANNA C B K / 5 0 (

r v

LA I I 4 779 13. I i O.VI5//0 JAOI 0006 07.32 03/16/73

I

TO REP MCKINNON, O H M  I .,11. CO 'U"i?Cr 
ATTN ALL MEMBER’S

FROM INLET OLA S' ‘ IN.J 
245 POST RD 
A N C H O R A C ' , AK 'W5SL 
T E L  2/6- 545!

AS A MATERIAL. SUPPLIER IN T H E  ANCHORAGE AREA WE TAKE 
• XCEPTION PO I ! " OUS 3LAIJ >:3 IN 7 J9 AS IRITTE WE 
U N D E R S T A N D  A M M J U T T E E  !EA :I 15 TO R E DRAFT THIS • ILL is

,  3 / I A ,  \ T  7

STUDY THIS M ,  DRAFT PROPOSAL R |-0 IF Com \ ITT FT ACTION 
IS T A K E N  ON FI IAL DRAFT.

CBK/EOM

£ |

( rf: H‘3 7 3 9 *  AS a IAR SU.-’i-M iff? AMD EUUCONTRACTOR I TAKE EXCEPTION
TO ANY ' ■ ' PROVISIONS Ir f LL fAFTED. ' ' \ ;opy
OF R E D R A F T E D  PROPOSAL FOP S T U O w A N Q  C O M M E N T  IEFORE iV C O M M I T T E E  
TAKES FINAL ATTIO . ' , ’ >3 .
Pi I ONE 2 /9-353 /.
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T O  - - i L  ' n -  -p • ;   ̂ • • M E M B E R S  O F  M O U S E  C O M M E R C E  C O M M I T T E E

R E  M B  7 3 9

A S  H A T E R I A L  S U P P L I E R S  A I D S U B C O N T R A C T O R S  H E  T A K E  E X C E P T I O N  T O

M A N Y  C L A U S E S  I M  H I E  P R O P O S E D  S I M  A S  i’U R  F L Y  D R A F T E D .  ME  R E Q U E S T

T I M E  T O  S T U D Y  Y H ~  R E D R A F T  O F  T H E  - f  I A L  L U L L  A D D  AM O P P O R T U N I T Y  T O

V )  • |T  i e f ' O  T  . 1  r  I B  T A K E S  • I I A I  A C T I O  I .  I B  B E

' ' .  M U T H l  ' , ’ .  0 .  B o x  3 - 5 4 6 ,  A N C H O R A G E  9 9 5 0 1

F ;  1 0 M E  2 7 4 - 0  1 1 6 .

  . . 5 A U T  H E R ,  CO 1 S T ? U C n o  ' C R E D I T  J O ' A I T

DA M . J O R D A 1 , J O R D A N ' S  C A R P E T  C E N T E R

C H A R L E S  3 .  H A M I L T O N ,  M I K E ' S  S U P P L Y ,  I M C .

D A V I D  ME  R R o , P L  I I T S T O H  I 1C.

J A Y N E  S T O L T ,  STOLT'S E L E C T R I C

M I K E  H A Y D E N ,  D U A L I T Y  A S P H A L T

L E O N  T .  B R O V N ,  B R O  . M ' S  I U P P L Y  C O M P A N Y  

R O B E R T  I " .  L  I N D S T R O M , MC l<I  I L E Y  F n U C E  

G L E N  3 M / W T ,  J E N E R A L  R O O F  I I S

j ;  I E O M /

L A  I 1 3 3 4  3 ‘ . 4 5  J A O I  J D 4  7  I 5 . - 1 ' ,  0  3 / 1 6 / 7 3

H . i   ^  ,

F R O M  H E L M U T  " / E T / E L  ' A  I T E R C H A F  T K I T C H E N S  A M D  F I X T U R E S  
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f TO: REP. JOE MCKINNON, CHAIRMAN, I01J3E COMMERCE COMMITTEE
I AND ALL COMM I‘ITEE 1EMBERS

I, FROM: 30R DO 1 J I L L ,  'AN A OF .9
P A C I F I C  P L ' . J  ' 3 1 K i  S U P P L Y  C O .  

I i  6 2 6 0  OLD SEWARD HIGHWAY
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PACIFIC PLUMOI JG SUPPLY CO. TALES EXCEPTION TO THE 3ILL -AS CURRENTLY 
DRAFTED. IT IS OUR 1NDERSTAMDTUG THAT THE HILL IAS SUBSTANTIALLY 
REVISED 3-14-78, AMD COPIES ARE NOT Phi AVAILABLE.. IE I.PPS: ISLAND 
THAT THERE HILL BE A CO' 1 ITT EE IE Ait I" 3 ON 1ARCH 16, 197;;, AT /:0D P ! 
TO REDRAFT CERTA[ i PROPOSALS.

PACIFIC PLUMBING SUPPLY 00. IS EXTREMELY INTERESTED IN OBTAINING A 
COPY OF T.F 9CDRAFTED BILL AND :EONESTS II IE TO STUDY IT AND SNR. IT 

IDATI0M5 PRIOR TO SUBMITTAL FOI LASS AGE 1 ' THE LEGISLATURE.

THANK YOU. EO'-:/
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P L E A S E  D E L I V E R  T H E  F O L L O W  I M O  M E S S A G E  T O  T H E  H O U S E  

C O M M E R C E  C O ' ' M I T T  E E :

R E :  H B  7 3 9

I S T R O N G L Y  O P P O S E  T H E  / T A K E N  I N O  O r  H I E  L I E U  R I G H T S  O R  

M A T E R I A L  S U P P L I E R S  A MD  C O N T R A C T O R S  A S  P R O P O S E D  B Y  H O U S E  

B I L L  7 3 9 .  S U G G E S T  O R I G I N A L  ‘I O R D A G E  B E  R E P L A C E D  A S  S H O W N  

I N  S E C T I O N  4 ,  A S  3 4 . 3 5 . 0 6 0 ,  P A R A  C I N  B R A C K E T S *  [ O R  F U R N I S H I N G  

M A T E R I A L  U S E D  I N ]  A S  O P P O S E D  T O  M E N  W O R D A G E .  T H E  L I E N  R I G H T S  

O F  M A T E R I A L  S U P P L Y  C O M P A N I E S  A T  W H O L E S A L E  R E T A I L ,  O R  

C O N T R A C T O R  L E V E L S  , r F D  T O  B E  P L A I N  A MD  C L E A R L Y  H O R D E D .  K E E P  

I N  M I N D  T H A T  M A T E R I A L  S U P P L I E R S  P R O V I D E  A S  I M P O R T A N T  A F U N C T I O N  

A S  B A N K S  A N D  L A B O R  U T H O U T  T H E  S E C U R I T Y  O F  M O R T G A G E S ,  D E E D S  O F  

T R U S T ,  O R  I F r < L Y  P A Y  C H E C K S .  S U P P L I E R S  P R O V I D E  M I L L I O N S  O F  

D O L L A R S  TM C R E D I T  W I T H  T H E I R  L I E N  R I G H T S  AG T  F I R  O N L Y  B A S I C  

S E C U R I T Y .  T O  I N S U R E  A H E A L T H Y  C O N S T R U C T I O N  I M D U  T  A T E  I ' L

S U P P L I E R S  i l J S T  ! ! A V ’“ T H E  P R O T E C T  1 0  1 O F  P R E F E R E N T I A L  L I E N  R I G H T S  

E O ' J  A L  T O  L A  H O R S .

r IE BILL IN P RESENT FORM IS EXr iELY CUMBERSO I ; I JULT
FOR FAST 10VI IG INDUSTRIES SUC fHOL -SALERS TO CONFORM TO. 
HLLIMGS AND -01L : no > ARE OUR I IDICA ‘0 1 > OF IREDIT E >OSURE 
AMD THE : : LA • FTFTEEM TO THIRTY DAYS AT JEST.

? e  . : t f u l l v  ‘ r  y o u  a l l  - 1 1 s  j i p > l i e r  ................. :

\ T O  F O R M U L A ! "  T H E I R  I D E A S  A ' l o  P R O V I D E  I N P U T  O R  A L L O W  U S  B I  ' F

T O  R E V I E W  T H E  I L L  B E F O R E  I T  

M A K E  G ! I D G E S  n o  ’ • O / I G  10 ' S .

I I T  I N  I T I N A L  F O R E  A N D

J A N E S  H A R D

C E N T R A L  S U P P L Y  C O N ' A N Y

P . O .  O X  I ' D ,  

P  I :  ’ ! - 2  1 9 5

E ! 9970 7

[ L E A  ' I L T V  I D .  A M K S ,  / A /  E 0

AN



T o r  R E P ;  J O E  M C K I  , C H A I R M A N ,  H O . U S E  C O M M E R C E  C O M M I T T E E  

A M D  A L L  C O M M I T T E E  4 E M B E R S

F R O M :  R O B E R T  E .  L I N D S T R O M

M l .  M C K I N L E Y  F E N C E  CO M P A ' ' Y  

1 3 5 5  E .  T H I R D  A V E N U E  

*  A N C H O R A G E ,  A K  9 9 5 0 1  2 7 ) -  1 5 6 7
o
V
-  R E :  M E  7 3 9o
8

A S  A S U B C O N T R A C T O R  A NO UTERI A L M A !  i I E  D O  EOT A G R E E  TTH P R O P O S E D  

B I L L  7 3 9  A N D  R E O U E S T  l ' f  '  T O  STUDY T H E  F I N A L  R E D R A F T  P R I O R  T O  ITS 
P A S S A G E  F R O M  C O " : I T T E l i .  ; O M /

LA I I 3 5 6 2  1 6 . 1 7  JAOI 0 0 5 2  1 6 . 1 7  0 3 / I 6 / 7 3

LA 11 359 I 15.2 ' JAM 0 0 5  3 I 5.29 ..) V  1 5/7

T O :  ' M R R .  J O E  " C M  I . " ' O N ,  S N A  I M A ' ' ,  10 I S "  C O M M E R C E  C o  " I  I T T  E E

A'>o a l l * c o ’!m rrrr"‘ u-* •;

F R O M t M A R G I E  C L A R K

T O M ' S  P L U M . :  I l o  v o  h e a T I M M  

3 1 0 0  MO L I T  M M  V I E  ■ D R I V E  

A N C H O R A G E ,  A K  9 9 - . n l  : 7 0 - 9 3 3 3

R E *  M B  7 3 9

$

1 1 1  A R E  N O T  I N  A G R E E M E N T  U T H  T H E  P R E S E N T  P R O V I S I O N S  O F  T H I S  

. • ' 1 >10 f  ' I L L .  E O

' J  * n



ciOd QudNHIli.J t;cJ1V L'v,.
•(,: ‘A? <•(.£ *SI'iI)IH5»i ‘JBIW:

K O H N  i NOW f O F  : : > . . . 0 1  ‘ 1 0

£1/2 I/ c O It. ‘VI £ Ci1 10 V i Ot. * V I AGP I IV

W OH/NT! G

. 0 :  ii * . Y S S V d  . ( 3  B L i l J  V i S l G L l  3 H J .

0 1  " i v j r i w a n s  0 1  tiC;liid J.dVciQhii HHjl A(T< 0 1  ?A 11  1 2 3 0 0 3 9  ?.!■' 

• S ' i Y S O d O a d  M l V 1 9 3 0  I d V l i G d d  0 1  4 I  L A  1 / C  4 * * d  !  “ S t l ' i M l  O H  1 0 V 3 R

3 3 1 1 1 WW 0 0  V 3 3  T i l ' . .  3 9 3 !:.! G N V iS i   • t 3 1 d V « a  AllNHUdOO
S V  6 CZ. 9H O J  NO 1 I d 3 O X 3  I N V J .  31 ‘ 9 3 i l . i d 0 £  I V n i H l V W  V SVi‘.

A

1.2

6£L OH 139

f

|

I \

I cc.L~rc'c C 0 3 1  
1 1 9 6 6  XV 4 1 VN5>:

6 6 k Aon *0*d 
CM I AlddOS 1VN3N 

i n  n-— u ^ i  >a 3 
aOu'iM.o: *H * /TIonh l-tfpw dlJNoi |

ST
ol / 6 I/CO 12*91 2^00 |cvM 61*91 V90v t I VI

e*Hr
•O/: O.V/lvV/.'



r o :  C I N D Y ,  J '  !
F R O M :  A P R I L ,  F H M

R E :  r I 3  7 3 9
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r o  W E A K E N  L I E . I  R I G H T S  F O R  M A T E R I A L  S U P P L I E R S  A M D  C O N T R A C T O R S  A S  

P R O P O S E D  3 Y  T H I S  B I L L .

R E O U E S T  T H A I '  B I L L  I ' C L D D E  M A T E R I A L  S U P P L I E R S  T O  RETAIN E Q U A L  

L I c M  T I G H T S  T O  L A B O R .

A L S O ,  FI LL I ! I T S  P R E S E N T  F O R M  I S  E X T R E M E L Y  C U M B E R S O M E  F O R  

'  A T F R  r  A I  S U P P L I E R S  AS O U R S  I S  \ F A S T  ' O V T ' S  I N D U S T R Y  A MD  

[ J I R E S  S U F F I C I E N T  T I M E  F O R  B I L L I N G  A N D  C O L L E C T I O N S -  F E  I 

T H A T  T W E N T Y  D A Y  P E R I O D  I S  N ' O T  S U F F I C I E N T  T I M E  A N D  W O U L D  

R E Q U I R E  U S  TO D U O  I I ' T E N T  T o  L I E N  U P O N  I N I T I A L  C A L E 5  C O N T R A C T .

R E O U E S T  S U F F I C I E N T  T I  S  T O  R E V I E W  B  I L L  I N  I T S  F I N A L  F O R  B E F O R E  

I T S  P R E S E N T E D  I n  T H E  H O U S E  F O R  A C T I O N .

D A N  R A M O S

P R E S I D E N T ,  T O T A L  E L E C T R I C  S U P P L Y  C O M P A N Y  

2 1 1 3  C U S H M A N  S T ,  F U S S  > 9 7 0 1  

■Pi-;* U .5 2 -  1 9 3 1
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LI VER • :OLI INC MESSAGE TO HOUSE COMMERCE*
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H U T  D E S T R O Y S  L I E  I M S :  I T S  F o p  1 A T ' 7 ) I A L  M l . V I I  E R E  M I D  

COM PR A C T O R S .

, F  R E O I J E S T  T " E  L  I L L  S-. ‘ L T r  : ’7 i 'O I M C L U P i 7 i A T E R I A L  S U P P L I E R S

. : ■ | I G U T S  ED-1 M I'O I .A 103 AND COM TRACT ' i.

r.r N A T U R E  OF OU R I’tnUSTUY RiOUf!.":S A CE RT AI N  T I M E  PE RI OD
I LI • ILL ' : I ' '■ »AV R 1 00  PROVI

IN illS :I L L  IS [OT IFF! M E  T] ) : 3 TO 10TIFY
LIT -  I T  TO L I E N  U p O ” [ J IT I A L  LAIN".
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T O T : i ~  H O U S E .

1 R .  R O Y A L  Li I D  :1 E L L  

A . MF AC  S U P P L Y
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URGE HEARING HERE ON HB739 LITTLE GUY NEEDS CHANCE M S LARGBfi 

PROPONENTS OF BILL. THIS BILL WILL WORK HARDSHIP FOR SMALL 

CONTRACTORS

BERTHA MIDYETT 1011 WEST 12TH APT 3 ANCHORAGE AK 99501
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A p r i l  k ,  1 9 7 8

Alaska State Legislature

A t t n :

E»#\ -1 U 1

Russ IfeeJcins, Joe L. Hayes, Larry Carpenter, 
Ed Da'^.'orth, "Derry Gardiner, Clark Gruei-ing, 
Eids Hu&h HrO-Cne, Alvin Gstei'b&ck,
Q arlg.g. ?!, rark f Hardy Piilllips, Leo R s,eoc, 
Hichard Union.

House bill No. 7‘;.?
Tentative Draft dated tfurch 2/f? 1^78

“General CccrTaerts'1

Iii iwievring the Tentative Draft it is the opinion of the sinr.ers that thin 
legislation is entirely tco cocplex. It appears to be desi.p>>A for the r.n^- 
po.ee of defeating it cle.i~.anrs lien rights throurh a series of cirri ice iei 
procedures wliich a claimant eanncr. C’~ ? d y  with. It. not only tie r e a m  a lec.iti-
V •:•1 p P ̂ J r f’-'v * * rnf e h *:T 1 J* MV,rr :,hv* ;• •tiirr.V.v' *•••> V'TU' 1 '̂1 > ” rl It *1 »— .• v. ivO J- .«w»^ry J. *.• -  *»w .. / , » • . »  11 vV j  - .K* n . ...»I \ L» _
reivetmtfd by a dishonest owner and sub-contractor. For a supplier to cirri;,’ 
With the CCxTX'licate-i pivx-ectiures of oendirr notices of “Intent to LI or." an! 
'■Stop Fayraent" notices it not only encourages lilifhitic-- but it requires it., 
while a supplier ’would be expected to f.crply vlth the above unworkable vro- 
ceoin.rrs, the bank or lording institution would be ir. a first piority posit it;} 
without bavin.;: to do anything to protect their Interest.

P .»LeAlcss to say this beats!-?tier; will drive V.rt cost, of construction upward 
Uuynisb a supplier needing additional perron?! ard Luereasin-;. his credit risk 
factor. At a tire when Inflation is 5 rr.af.or concern, it appears that little 
thought has been riven to tills aspect.

If any chances v.’cl'e to be
It EOtVTf’.'eccrrandat ion.

Pic
f w
•*• "| »* ♦*1 ,r»• • XL vl'.i * *

rede in the lien statute, v-e would have the follcvlrv: 
to us that- the principal problem is that title ccrrr- 

p&nles are unable to write title policies on prcpertv until on days after con- 
t >n. If this is indeed a problem in the real estate iniustry, it could simply 
solve:) by ivo,wiring lien claimants to flic their 11 err. wit).bn ter, days of coc- 

Certair.ly the delays involved ir. clor.irvi will not rvike 'his ter. day 
provision a burden. If the supplier wishes te be informed of the exact date the
canpleticn Occurs, he cex: S.knp'ly send the tank a Notice of Intent to Lien. Ihe
statute c q u Id rceufrfc that the bank then notify each such cliim-nrt prior to re~ 
cording the ’’ol.tse of Ocopletlen. Or.ce the supplier receives notice that the 
ccstpletion will be reeo-'de-A, he can take steps to i.trvtdl? tely perfect his ricjbts 
by recordir.c U s  lien. This apjeears t.o be the only charge which really is r.opss-
sary and the rcey.inuer of this statute i:. simply overkill.



"Specific COB^fints"

Page (1) line (3.8). It is nearly' impossible to require ° supplier to actually
deliver material to a  job site under cor it rue t with the owner.
A large portion of materials used ip construction are picked 
up at a suppliers place of business. All refers nee to any 
delivery rxiuiruTents is cintrru’y to existing practice. Proof 
that material was used on a specific project is provided by ths| 
legal, property description written on the invoice and acknow­
ledged by the owner or bis agent at the time of purchase. TPls| 
is sufficient and as'£f delivery' requirement simply* creates a, 
loophole to defeat a legitimate claim.

?.3>u (1) Defining who may perfect 
A supplier who provides r a t e r i H  to a sub-cor. tractor rarely if 
ever has a contract with the owner. Drier this section Such a 
Supplier has no lien rights. This i? r.ot only unfair but it 
Opens the door to possible fraud. A. dishonest CWter and sub­
contractor through collusion could cause the sonority of rr.ateri: 
to be purchased by the sub-ecntrac ter. Under this section the 
supplier has no lien rights and coasequently would fce unable to 
recover his rvoryjv.

're. v> '. f b }ft*- ►A'- I </‘ vj * v̂ f M«» «b • . i — ol'.'ll i

section net only encourages litigation bus it. I'ec.ulre?. ir. 
section ahv.)id be drorv.ed and the rat e r’t V a n  be a.l':-. v-d

TV-/ o.•v» kv'
rv J -

Fate (*0 line (ip).

—   1 I . .  »  '« -  * • « «  ’ . •< IV A V

are invalid. This section should be optional arsd r.ot mandator;

pn.-r> {£.) 7.!*'£•n 4,h*~' •'Ot} r v ci  ^ . v .  \ W /  l i ' - .  ►> v - /  ^  \ — • / - V .—tb--- ' % / -
r̂ r* * T *5 yo 1 n — t)Vv> vtr_s arar-n makes r.'rve notice of intent. to lien itindatcry. Th- 
justice of Intent to lien should be sn optional Jvpuircr.'ver.t sept 
only to the batik to establish a materia,irtms priority over she 
banuj root.gage. If a notice is pot riven the materialman should 
ftt-hll have a ri.-ht. to H e n  oven thouc’i r.v would he second to the
bark;.



A l a s k a  S t a t e  Lef i  slaf.ure 
%

?a?e (6) Line (26). Notice or CccpleMc«:

This is 3»ofch£P ecnplex device 'which do?S not give a supplier 
l-o  r^spc;yi. also cakes t.*>e r^tioe of intent to lien 

roahdafcery before a supplier can to Infoivied of the notice of 
ccTrp„ooion. /Qso to tpive notice? five (5) days prior to rt*- 
cording is w-ealistic. Even if a supplier could ccnnly with 
the oilier requlrcwnfcs M s  claim could he invalidated by slow5 _ U ___  _rail delivery.

Frofii:

Pobenhjin F l e e t r i c  S u p p l y  C o m p a n y ,  Inc, 

10 i 1 1S F ) <;ct.p i c •:> uf»p 1 y C i >a ny 

S t o l l 1 s H o m e  B »ii 1 de»'s C e n t e r  

•Iordan1 s C,irpet. C a n t o r  

t’-'ii ted L uf; it o r  C o m p a n y  

C o n c r e t e  C u t t i n g  C o m p a n y ,  Inc.

A l y e S l:a W o o d  Produr.tr.

U n i t e d  B u i l d i n g  S ^ P P  1 >*

C o m . p y t o  C u r i n g  C o m p a n y ,  1m:.

Mer.nr I n d u s t r i e s .  Inc.. 

tusitiui S u p p l y ,  inc.

Ai os to T r u s s  a n d  Mi 1 lworl:

T o n ' s  PI milting o n d  H e a t i n g  S u p p l y  Inc. 

B r o w n ' s  E l e c t r i c a l  

i n l e t  G l a s s  C o m p a n y

/
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