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SUBJECT:

FROM: Richard L. Block, Directo
Division of Insurance

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, 1in CS
for sponsor substitute for HB 739.

As clarification of the need for these amendments, 1 would like to
explain as follows (item numbers refer to the same item numbers as
listed in the May 15 memo):

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.

This language change accomplished the following:

a. the language was changed from permissive ("may” 1in line
17) to mandatory ("shall™ 1in 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, en 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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March 21, 1978

MEMORANDUM

SUBJECT: Committee Substitute for HB 739 - A Summary
TO: House Commerce Committee

FROM: Andrew Brown

Section 1. This section adds two items to the present law. The
word "general® has been substituted for "original” in this Section,
and throughout the entire bill, so that the law w ill reflect the
industry's terminology. "General contractor” is defined in Section
21 of this b ill. An addition to this priority section is that
"trustees of benefit for laborers” fall right below laborers in
claiming priority over other lien claimants.

Section 2. This section repeals the present law and rewrites it,
so that while it does not spell out every possible person who
could have a lien, as the present law does, it does clarify the
categories under which lien claimants may base their claim.
Subparagraphs (1) and (2) cover individual laborers and their
trustees of benefit trusts. Subparagraphs (3) and (4) cover
general contractors or suppliers of material or equipment used in
or on real property. Subparagraph (9) covers persons who perform
services relating to the preparation of plans or surveys for the
real property.

Section 3. This section repeals and re-enacts the present .060(a)
and specifics that a properly recorded encumberance, which is

defined in Section 21 of this bill, will have a preference over

any subsequent recorded liens or intents to lien. Recorded

liens or recorded intents to lien would have preference over
unrecorded prior encumberances. The last sentence in this new section
would allow prior recorded encumberances to have a preference,

even though dj.spursement of monies may not have taken place at the
time of recording.

Section 4. The priority of an individu .1 laborer's lien claim

is kept in thxs section. It would be before even that of an
encumberance under Section 3 of this bill. The deletion of the
words "or furnishing material used in" means that suppliers would
not have equal priority with individual laborers, but under Section
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5 of this b ill they would be able to use the "stop-payment
notice" system to ensure payment of amounts owed them. Also,
this Section requires laborers to be ones not falling within
the definition of "contractor"” in AS 08.18.171.

Section 5. This Section sets up a new mechanism in the lien

system, whereby any lien claimant may give a lender providing
construction financing, which is defined in Section 21 of

this bill, a "stop-payment notice"” 20 days after non-payment of

sums due the claimant. Lenders would be required to withold draws
(defined in Section 21 of this bill) from contractors who have not paid
their subcontractor or employees. The content of the stop-payment
notice iti specified in this Section. Once the stop-payment notice

is received, the lender would have to withold, under subparagraph

(a) (4), from later draws enough money to pay the amount claimed

in the stop-payment notice; however, under subparagraph (a) (5)

there could be disbursements if the claimant, owner and general
contractor agreed to them. Under subparagraph (a) (6), the amount

in the stop-payment notice has to be restricted to that proportion

of the contract price expended within 10 days prior to a notice of
intent to lien and up to the day of the stop-payment notice. Subsection
(b) states the lender's liability if he wrongfully disburses monies.
Subsection (c) allows the claimant to file an action in court

for sums claimed in the stop-payment notice. This action is not'
mandatory, but if there is no lawsuit, then the sums withold under
lhe stop-payment notice may be disbursed by the lender. (Please note

that the first sentence in subsection (d) should bo deleted because
it contradicts subsection (c), and that the second sentence in
subsection (d) should be the last sentence in subsection (c) ;

thus eliminating subsection (d) entirely).

Section G. This .is a new section in Chapter 35 creating a

"notice of intent to lien" system. The notice may be given to the
owner and lender at any time after the contract is made, and mus,:
state certain facts, including a warning.

Section 7. This section states when a notice of intent to lion

may be recorded. It. also sets out that unless a notice of intent
to lion has been recorded prior to a recorded encumbrance, the lien
for labor, materials, services or equipment furnished w ill not be

valid against the lender.

Section 8. This section repeals and re-enacts the present law, and
delineates a lion claim may be recorded at any time after giving or
recording a notice of intent to lien, but no later than 90 days

after completion. "Completion" is defined in Section 21 of this
bill. However, the up to n9 day rule would not apply if the owner of
real property complies with Section .071 in Section 11 of this bill.

Section 9. This section rewrites the subsection on the contents
of the lien claim. It is more specific then the present law.
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Section 10. This section repeals the present lav; on the owner's
recording a notice of completion and the claimant's subsequent

duty to record a lien within a certain time frame. However, it
should be noted that the issue of notice of completion is dealt with
in a new Section .071 in Section 11 of this bill. The new .070(d)

in Section 10 states that the lien of certain delineated claimants
is restricted in amount to the proportion "attributable to labor,
m aterials, services or equipment furnished within 10 days before,
and at any time after, the claimant gives or records a notice of

intent to lien"™ under Section 6 of this b ill.

Section 11. This section specifies the method by which an owner
may record a notice >f completion. If he chooses to record a notice
of completion, it must be done under subsection (a) after the
conpletion of construction, alteration or repair, and must be
preceded by at least 5 days by a notice to all claimants who

served a notice of intent, to lien,

of the fact that a notice of completion will be recorded. Under
subsection (c) of this section, if a notice of completion is
recorded then a lien claimant would have to record his claim no
later then 10 days after the recordation of the notice of
completion. Subsection (d) states that premature notices of
completion arc ineffective, and subsection (e) specifies that a lien
cannot be claimed lor work done to satisfy breach of warranty or
other defective material or workmanship.

Section 12. This is the present lav; only with the addition of the
word "general" to contractor, and the specification of the lav/s under
which surety bonds may be issued.

Section 13, 14, 15, 16, & 17. These sections substitute thw v/ord
"general® for "original”, and in addition Section 13 uses the
grouping "other claimants", rather than "workman, laborer,

lumber merchant, or materialman", so that the statute can be more
inclusive.

Section 18. This new section would allow any claimant, except an
individual laborer, to waive his lien or stop-payment notice rights
which have arisen up to the time of the waiver. Allowing waivers
would facilitate project financing. Any attempted waiver by an
individual laborer would be void.

Section 19. This new section would give owners, contractors,
and lenders recourse for .inequitable stop-payment notices, notices
of intent to lien or lien claims.

fleet.ion 20. This new section encompasses the area of condominium

construction. Subsection (a) allows for liens either limitefcl to
particular units upon which a claimant worked or to commonly owned
property and all individual units. Subsection (b) limits the

claim Lo the area of the building covered by a construction loan
and worked upon.
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Section 21. This is tho definition section of the b ill. The
words or phrases newly defined are "completion", "contract price",
"draws", "encumbrance", "general contractor" 6 "give notice",
"construction financing", "lender", "owner", and "potential lien

claimant".

Section 22. This section ammends the present law so as to permit
lien waivers as accorded under Section 18 of this b ill.

Section 23. This section repeals three current laws or parts
of them. The repeal of .060(b) is due to the fact that the

new .060(a) and (c) in Section 3 of this bill clarify the

priority of liens subject. .070(c) on notice of completion is
repealed, because it is unnecessary. .095 is repealed, due to

the fact that the new .0" )(d) in Section 10 of this b ill covers the

area of claimants recove / lim its, and chus the present statute on
contractor's lien recovery is unnecessary.

Section 24. This states the effect of the b ill, if it becomes
lav/, upon actual or potential liens at the time the act goes into
effect. Those with claims under the current lav/ would have to
record their lien claims within 90 days of this bill's becoming

law, and would have lien and stop-payment notice rights only
for labor, services, materials or equipment furnished after
recordation of those lien claims.

Section 25. This states when the act takes effect.
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Representative Sam Cotten May 15, 1973
Chairman, Rules Committee

House of Representatives

Alaska State Legislature

Richard L. Clock, Director CS for Sponsor
Division of Insurance Substitute for
IB 739

nt"S*-C !f*u : thI' ry

Tin"s measure, when passed out of the Houses included iIn substance all

of the changes which have been reconmended by the Division of Insurance
and the other various interested parties. However, although the sub-
stantive material found 1ts 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 comittee, and which must be changed before the bill
can be properly adopted as a law.

For convenience, 1 shall refer to amendments to CSSSHB 739.
1. Page 2, line 2. Amend AS 34.35.050(6) tu read as follows:
“@®) i1s a [Prime] nereral contractor.
2. Page 7, line 15. Amend Section 34.35.071(b)(5) to read as follows:

"®B) the nare of the [Prime Contractors] general contractor,
it any."

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

"'(H) 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 2. Amend Section 3*.35.095(c) by changing the
word "‘contract” to the word “‘employment.’’

5. Page 11, line 3. Amend Section 34.35.112(a)(6) to read as follows:
"(B) 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, shell

be paicf in full or pro-rated "1f the remainder iIs insuffi-
cient to pay them in full; and”
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7. Page 11, lines 24 and 25. Amend Section 34.35.112(b)(5), by changing
the v;ods "prime” to the word “‘general .™’

8. Add page 12, line13-13. Amend Section 34.35.119(a) to readas follows:

"(@ liens created under AS 34.35.050-34.35.1120 arisingout 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 "Wwaiver’” 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 asfollows:
"(b) this act is applicable to

a lien claims arising out of construction, alteration or
repair orojects corarenced after the effective date of this Act*,
(w 1lien claims arising out of construction, alteration or
repair projects comenced before the"effective date of this Act
Tn favor orlclaimants who first fumish® Vabar, materials,
services®, or equipment after 120 days after the effective
date of this Act; and
J7) "hes arising out construction, alteration or repair
projects conmenced before the effective date of this Act
[And Hot Completed Within 120 Days After The Effective
Date of This Act] claimed by claimants whose furmishing
or delivery of labor, materials, services or equipment
I7. first fumished before and continues beyond 120 days
after the effective date ot this Act; however, iIn order
to preserve the right to claim a lien for all of the labor,
materials, services or equipment fumished 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 fumished
from the date of commencement of the claimant™s portion
of the construction, alteration or repair project."

RL3/mh/3/7



OujHe r tr (]Vt).CJHﬂra.tbeC)

& trif [

ﬁts

MA rFEiAts

SjPft-IFft.

AT

PAYMENT /JOT

3 0 e "R
oo J oo intentto ue/J
MAY Shepl
Hé%c NO NoTice ¢oo/"!
IS DOE ji

snLU HAS

H’kmghts

IMsrw Ii_d%ct
X0 oujNPR.
ApQ to <|eN DPR.

MOST& \E pemrj taJDFP->**7m< S H * "1 I%DDPR HAY
TO cxOpeR f .qF;Mtftl OT'POP
0 M n/sao/Lsenevns

AFO to tetlJDeej

/.PHOe?. UABte

0uOPeR. <9(ups |JO AD\)AVEC& ceNoeR
SPmM ponce of vicrrtce op DiS&0jtSC- UpDPP fcR CESS0* 0p
ocHpitr/of] oc«PteT(cf) faabs ont %Ptp AHDOpr  SoH
ee
aopt P eainor DH"'”Ctm CVINIAUT
AvD QeP&AI -
e | vD Q e SVOLMICP I;\SCIDeP
CoHPUTDfi 1 jjo%ﬁe cBrTotr
| Recop.Deo v
S_
SuPPugR has .
o DAYS To QUMKAMT Has?:
RtPORO UEV ézTJ][fPflbl
ftriep- R«=-1/Otfop
_ sTOP pCf7CE !
sopfuefi HAS
qoQfifS TO

geec/to iuefj

corner flweB**e

% Ty
potAAr T

extEPT
jI/&m

PAILONTO

Picerchoves

ARBIUAY

P27 TNZRR TN OiSic¥) op indSopAgey



DEPARTMENT OE COMMERCE &
ECONOMIC DEI ELOPMENT POUCH D

DIVISION OF INSURANCE JUNEAU, ALASKA 99811

April 3, 1978

House Commerce Committee
House of Representatives
Pouch V

Juneau, Alaska 99811

Gentlemen:

Re: CSSS HB 739
(March 24, 1978)

1 have just received a copy of CSSS HB 739 which 1is the printed work draft
version dated March 24, 1978 and prepared by the Legislative Affairs Agency.

To my knowledge this is the last printed draft of this bill and incorporates
most all of the suggestions which have been made by the various interested
parties.

In reviewing the bill, however, 1 note that there are some changes that must
still be made in order to make it conform to the recommendations which were

made by the Division of Insurance, many of which were agreed to at the last

meeting of the House Commerce Committee.

Because | feel these changes are necessary in rrder to make the legislation

clear and workable, I will set them forth here:
1. [Page 1, Section 34.35.050(2)]
It is the intent to permit a lien in favor ofanemployee benefit trust

which runs in favor of individuals, which is later defined as natural
persons performing labor on the job.

The reference in line 16 to "persons described in (1) ofthissection”
refers to language that includes corporate subcontractors. I recommend
that the language on line 16 read as follows:

"...of individuals performing labor on the building or improvements
and has a direct contract...™
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2. [Page 1., Section 34.35.050(6)]

There is an attempt to either define or limit the category of general
contractors and neither effect is desirable.”

It is unnecessary to limit the category of general contractors since all
general contractors would fall 1into category 6. In addition, it is unwise
to try to define them, at least with the language used here, since they
are already defined in Section 120 of the law, arid the two definitions are
slightly in conflict.

I recommend that all the language of Subsection 6 be deleted starting with
the words "...who is responsible for the " This pertains to page 1,
line 29, through page 2, line 3.

3. [Page 2, Section 34.35.060(a)]

There is language which is redundant and ought to be clarified. |
sugge"t that lines 7 through 9 read as follows:

"...Sections 50-120 of this chapter except that a lien
created under Secs...."

4. [Page 2, Section 34.35.060(c)]

The word ™"individual” 1is defined in Section 120 and it is unnecessary
that it be duplicated in this section. I recommend that the language
added on line 20 be deleted so that line 20 will read:

..-struction 1is pre-...
5. [Page 4, Section 34.35.062(c)]
This section needs to be totally rewritten for two reasons.

(a) There is need to combine some sentences for proper
phrasing in order to convey what was intended by the
legislation; and

(b) In order to make it clear that the bank is entitled
to notice of the filing of the Superior Court action
within 30 days after receipt of the stop notice.
As currently drafted, the action must be filed within
30 days, but the bank need not be notified until a sub-—
stantially later period of time.

I suggest that the section be rewritten between line
8 and line 18 as follows:

"(c) within 30 days after filing a stop payment notice
the claimant shall file an action in a court of competent
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6.

jurisdiction, to obtain the sums claims in the stop
payment notice. The complaint shall be accompanied

by a bond in an amount equal the amount claimed with
sufficient sureties as approved by the court. The
claimant shall give notice to the lender that the action
has been filed and include a copy of the bond filed with
the action. If a claimant fails to file an action under
this subsection and serve notice of the filing and a
copy of the bond within 30 days after filing the stop
notice, or execute a written agreement under (a)(5) of
this section, the lender may disburse the money withheld
under the claimant®"s stop payment notice without
incurring liability to the claimant.”

It was my understanding that subcontractors dealing directly with the

owner or the general contractor need not file notice of intent to lien.

This fundamental matter has been changed so that subcontractors are required
to file the notice of intent to lien. If it is the desire to adopt

the original concept then the legislation will have to be changed in the
following place:

(a) Page 4, Section 34.35.064(a) [Line 20] and the following
language would have to be added:
"..., a subcontractor in direct contract with the owner or
general contractor,..."

[Page 5, Section 34.35.064, Line 17]

The intention of requiring a person who exercises his claim rights to
disclose the potential amount of his claim is to give the owner, lender

or general contractor an opportunity to find out not only what is owed

at the date of the giving of notice of intent to lien, but also to enable
the owner, lender or general contractor to have un opportunity to know

what further work 1is expected to be performed or goods furnished to the

job by the same claimant. The concerns expressed by suppliers ard by certain
of the legislators who view with concern imposing an obligation on suppliers
and subcontractors to disclose the cost of future work deals with the
obligation to give dollar values. I believe the problem can be overcome

by requiring the supplier or subcontractor-claimant to give information
concerning the dollars incurred to date and, with respect to future

work, to describe in-kind, what additional services or materiale will be
furnished.

To accomplish that the following language needs to be added at the end of
line 17:

"...and a description of labor, materials, or equipment which
the claimant reasonably anticipates furnishing the job."
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[Page 5, Section 34.35 067(b), Line 24]

This section establishes the priori tit" of mechanic liens with respect

to incumbrances securing financing and is a true statement except with
respect to labor liens on original construction. An exception has to be
included in the language, therefore, to recognize that fact. I recommend
the following language be added so that line 24 reads as follows:

"(b) a claim of lien, except the claim of an individual

performing work on original construction, for labor, materials,
services or equipment "

[Page 6, Section 34.35.070(a), Lines 6 and 7]

The drafter has redrafted this section even from the immediately pre—
ceding draft and inadvertently created the impression that liens

could be lodged even after the 90-day period in subsection (b) of this
section. In order to clarify that subsection (b) isthe final outside

date for recording of claims, the following language must be deleted from
lines 6 and 7:

"Except as provided under Section 71(c) of this chapter,..."

There, of course, will have to be a reference in another section, dealt
with later.

[Page 7, Section 34.35.071(a)(2), Line 7]

The committee agreed that language would be added in this subsection

to clarify that five-day notices prior to recording notice of completion
need not be given to those persons performing work at the very end

of the job, since their 10-day notices of intent to lien may not be
received until after the five-day notices have been sent. In order to

clarify this point, the following language must be added so that line 7
reads as follows:

'...intent to lien or a stop payment notice to the owner
prior io 10 days before recording the notice of completion.
The notice shall..."

[Page 7, Section 34.35.071 (c), Lines 20 to 22]

The committee agreed that there would be some clarification language
added to this subsection in order to make it clear that the failure

to properly send the five-day pre-notification of recording

notice of completion would affect only those claimants not receiving
the notice, not all mechanic lien claimants. Further, language must
be added in order to reference the fact that there is a 90-day re—

cording period in another section.
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[Page 7, Sec. 34.35.071(c), Lines 23-24]

Subsection (c) should be totally rewritten as follows:

"(c) Notwithstanding the provisions of Section .070(a) and

(b), if an owner has complied with (a) and (b) of this section,

a claimant shall record his claim of lien no later than 10

days after the date the notice of completion 1is recorded. Any
claimant who has given or reccrded notice of intent to lien prior
to 10 days before recording notice of completion and who has not
given five-day notice of recording of notice of completion, shall
have 90 days from completion to record his claim of lien, but it
shall not extend the time to file claim of lien for claimants who
were given the five-day notice of recording notice of completion."

[Page 9, Section 34.35.095, Lines 4-28]

It is the intent of the drafter to impose the time period for which lien
rights arise for both stop notices and mechanic liens 1in one section.
Although this is a slightly different approach than taken in the earlier
drafts, it is fully acceptable; however, as drafted, it applies only to
mechanic liens and makes no mention of stop notices. To cure that pro-—
blem, the following changes should be made so that lines 4 through 8,

read as Tfollows:

"The amount to which a claimant, other than a general con-—
tractor, for a building or improvement or of an individual
described in Section 120(10) of this chapter or of a claimant
having a direct contract with the owner or general contractor
for alteration or repair of a building is entitled,..."

[Page 12, Section 34.35.120(4), Line 17]

Everyone 1is in agreement the construction financing refers only to the

first construction on the property; however, the word "new" 1is language
notcurrently used in the code and over which there has been no history

of litigation. The terminology used throughout the section, and for
which there is a body of interpretive law, 1is the v/ord "original™ and that

isthe word which should be used on line 17.
[Page 13, Section 34.35.120(10), Lines 26 and 27]
This section needs to be revised for two reasons.
(a) It currently limits the rights of an individual to individuals

working original construction and it must be clear that in-—
dividuals have rights even with respect to repairs, alterations

or maintenance or existing structures. In other sections, their
rights to a priority lien are limited to original construction,
but that 1isdealt with in appropriate sections. Here it 1is

necessary only to define the individual as being a natural
person but not limited to original construction.

(b) In order to clarify that individuals include persons who
may have contractors licenses but who are employees on a
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particular job, additional language must be added. This is
another matter that was agreed upon by the committee and not
included in the last draft.

Section 10 should be rewritten as follows:

n(10)"individual® means a natural person who actually performs
labor upon a building or other improvement, and who is not a
"contractor® as defined in AS 08.18.171, or, if a contractor,

is not acting as a contractor on the job but acting as an
employee, including having payroll deductions made from all re—
muneration paid him."

The effective date and applicability clauses as well as the section dealing
with condominiums and other multiple unit structures have been omitted and it
will be necessary to reserve the right to comment on those until they have been
submitted.

It is of some concern to the Division of Insurance that there seems to be some
question about the effective date. It the recommendation of the division that
the law be made effective immediately, even though the applicability clause may
provide for some deferral of the application with respect to certain liens.

Director

RLB/val6-11



POUCH'Y - STATE CAPItCH

T&T1 Ilhim m
JUNEAU. ALASKA99311

TELI [ U® D& GJ¥M 907-.565-3800
LEGISLATIVE AFFAIRS AGENCY

M EMORANDUM February 22, 1978
SUBJECT: House Bill 739

TO: Representative Joe L.

FROM: James L. Baldwin

Legislative Counse

I have been requested by John Crandall to prepare a brief
memorandum on the amendments HB 739 would make in existing
law.

Section 1. Simplifies the language of existing section 50
and decreases the number of persons entitled to claim a
lien. Under existing law any laborer, supplier, architect,
or engineer may claim a lien; while after enactment of HB
739, only those persons performing labor upon or delivering
supplies to the job site (or a person xdio directs them to
work or deliver there) may claim a lien.

Section 2. The intent of this section is, with certain
exceptions, to reorder the priorities accorded liens. Under *
existing law a lender may not have priority over a subsequent
unrecorded construction lien for his recorded mortgage or

deed of trust. HB 739 specifies that the priority of a
construction lien is fixed on the date of recording of the

lien claim.

Section 3. Allows a person to record a lien immediately
after materials are delivered or work begins. Under existing
law a lien claim, may be recorded within 90 days after the
materials are furnished or the work is completed.

Section 4. Under existing law, a supplier and a person
furnishing labor at the site of new construction has a
preference over a prior recorded lien, mortgage, deed of

trust or other encumbrance. HB 739 would delete this priority
for suppliers and qualify the priority for laborers by
providing that they must not be a "contractor"™ as defined
under AS 08.18.171.



Representative Joe L. Hayes
Page 2
February 22, 1978

Section 5. Adds a new section which establishes procedures
~or the administration of construction financing. Lenders
/ould be required to withhold drav from contractors who
nave not paid their subs or employ *°f The withholding is
mandatory after receipt of a stop payment notice by a person
entitled to claim a lien. The notice may be sent if payment
is not received within 20 days after the claimant % contract
requires. Lenders who don"t comply with these new procedures
will lose any priority obtained under a recorded mortgage or
deed of trust to the extent of funds wrongfully disbursed
after receipt of the stop payment notice*

Section 6. Adds a new section to existing law which requires
a potential lien claimant to give a notice of lien liability
to the owner of the property and lender within 20 days after

entering into a construction contract. The intent 1is to
notify the owner of the sources of lien liability that have
the potential.for encumbering his property. Under existing

law, an owner may be subjected to double liability unless he
makes certain that all subcontractors are paid by the general
contractor. A mechanic®s or materialman®s lien 1is not
enforceable unless a notice of lien liability is given and
recorded when required.

Section 7. Under existing law, a lien claim may not be
recorded by a general contractor until completion of the
construction contract. That section is repealed and re—
enacted to generally provide for the recording of lien
claims and provides that they attach and are capable of
enforcement only upon recording.

Section 8. Specifies the contents of a claim of lien.
Existing law is similar to this repealed and reenacted
section, except that additional specific information is
required about the lien claimant and the work or materials
furnished.

Section 9. Adds new subsections to AS 34.35.070, which
provide that:

(1) a premature notice of completion is ineffective;

(2) a lien may not be claimed for work performed to
satisfy a breach of warranty or other defective material or
workmanship unless funds are placed in escrow to pay for the
work; and ,



Representative Joe L. Hayes
Page 3
February 22, 1978

(3) a general contractor can waive his right to claim a
lien if he has substantially completed the work under contract,
he will complete the remaining work within six months, and
funds have been placed in escrow to pay for the work.

Section 10. Specifies amounts and conditions for a bond
that may be required by a lender in lieu of withholding
money from draws when a stop-notice is filed under sec. 62.
(It appears that the internal citation to sec. 64 on page 7,
line 7 of HB 739 1is incorrect, and should be changed to read
sec. 62 vice sec. 64).

Section 11. Conforming amendments.

Section 12. Definitions.

I hope that the foregoing has answered your questions concerning
1B 739; 1if 1 can be of further assistance, please call me

at 465-4627.

JLBrhjd:jpd



ANCHORAGE BOARD OF REALTORS.I® INC.

1818 WEST NORTHERN LIGHTS BOULEVARD
ANCHORAGE ALASKA 99503
REALTOR (9071 272-3833

March 1, 1978

(

Attn: ANCHORAGE ARLM_LEGISLATORS

Whereas a serious situation now exists in the State of 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, f§ 4) definition of procedures
allowing for prompt issuance of ALTA Title Insurance and subsequent
long-tenn financing.

Board of Directors
Anchorage Board of Realtors

11£UA

k fof"xen A / A ?2 A-A

REALTOR® '5 A COLLECTIVE MEMBERSHIP MARK
WHICH MAV 8E USED ONLY DY REAL ESTATE PROFES-
SIONALS WHO a™.rI' VvEMPIitRr I’3y the NAT'ONAI

SSOCIA'ION O- "SALTO°33



ALASKA ASSOCIATION OF REALTORS

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

REALTOR

March 1, 1978

Honorable Joseph H. McKinnon, Chairman
Alaska House Commerce Committee

Pouch V

Juneau, Alaska 99811

Re: 1. 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 ana mcm'w of
lho NATIONAL association of realtors *
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STEVE COWPER
210 NERLAND BUILDING
FAIRBANKS. ALASKA 99701

Jritmss sxi “cpreccntitiit's

March 16, .1978

Mr. Edgar S. Philleo

President

Philleo Engineering &
Architectural Service Inc.

529 Sixth Avenue

Fairbanks, Alaska 99701

Dear Ed:

»1
JUMAI

Werr
.0>7 ¢ A:

Thank you for your letter of March 3, 1978, 1in which

you raise an important poivt in opposition to HB 739,
relates to materialmen and mechanics®™ liens.

I have taken the liberty of sending a copy of your

which

letter to Rep. Joe McKinnon, chairman of the House Commerce
Committee, to which that bill has been referred. I think
your comments will prove valuable to them in their review of

the bill.

Thank you for keeping me informed of your views on

this. 1 look forward to heari you again.

Very truly yours

Cowper

SCC/mas
cc. Rep. Joe McKinnon



March 3, 1978

Steve Cowper
210 Nerland Bldg.
Fairbanks, Alaska 99701

Dear Steve:

lam writing to express my opposition on House Bill #739 which as
I understand itwould 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

. . . . rfb adsyr fifigiti anvj w Aa MV
idISlgb engineering S src&Ssmtsrsd ssrciec imc. Otficolocuhoni ikkmt>orks. veidr/ ofva Anctvs Y]
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House Hi]1 No. 739, Tent.it) > Draft Dated
Murch 24, 1978 (copy attached)

DATE*, March 28, 1978

J hove reviewed the tent-alive draft and will herein briefly
outline my thoughts concerning the Ieg|slat|on. 1 have some
?eneral comments which, T will “set forfth first and this will be
ollowed by some specific comments.
|.  General Comment.s

(1) The overall approach taken by this .
legislation s w,ron%., First the Act; gives the
bank or Ienqu, institution priority over the
maler ialman's Tien rightf. and then ‘makes numerous
additional burdensome” requiiements upon the lien
claimant. The bank is not required to do anything
and Is given first priority.

*)

(3) The legislation not only encourages litigation,
it requires it (see Page 4, bine 8). sv.C m

(4) The IeP|sIat|on is far too complex. In order
to fully protect his interest, the lien claimant,
must prepare*, record and serve a "notice of
intent to lien™, ‘a "stop payment notice", file a

perior court, and, finatty record

in ten days_from the recording of a

pletion™.” This places SO many

ical uirements upon the lien claimant

that it is a virtual certainty that one mistake

alon% «fie line could result in the loss of Hen
rights and tin* imposition of ljahility ,u[non flic
claimant. in short, \he legislation ‘wil
discourage the Iiling oJ Z1icn claims.
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Section

Section

(1)

(2)

lie Comments

(Page 1 Line 18). It s virtuall¥ , ,
|mP033|Me to require that the material suppher
actually deliver ‘the material to the job r.ite

under a contract with the owner. All reference

to any delivery requirements are simply contrary

to the existing practice in the industry and

should be stricken. Under existing law the
materialman must prove that his materiars became
incorporated in the Structure. This is sufficient
and the delivery requirement simply creates .
apother loophole for the banks to defeat legiLimaLe
claims.

Under secti.on3 the third level supplier usually
has no contract with the owner. Thus his rights
under this statute are completely cut off and he
is left with no lien rights whatsoever,

This section changes existing law by ,
making the banks mortga%e superior to the material-
man's” lien but leaves the labor lien in first
position. As stated above, this distinction

makes no sense ami is simply unfair

(Page 2, Line 13-15), This language* ﬁives the
banks mortgage priority even before the bank
advances any monies. The materialman could be
out seven or ten thousand dollars before the
bank advances any cash and yet the bank still
has priority. Tém is obviously unfair.
Section 4 e$age , Lines 25 -Pdge 4, Line 18).

L.inmtd Ru«. 907 27<011*
Home 907 777 *i«

Gauthier~*
"0 HOX 3[Ah
Yodo'tx*. Allida 901

CodtltuCIKW
Cipriii Coftvjltant B M t!Wrn*t G*uth»*f
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All 4003 16. 13 JAOI 0032 16.13 v

Ito pcpocqc”iTATI V= TP '(,(']. ION OHM RMAM . HOUSE COMMERCE
"AlrsiGVALDSTRANDBERG, S65AWESTNORTON LIGHTS pLVD, SUITE 201,

ANCHORAGE 99503 - PHONEL276-4555

WOUuLD APPRECIATE BCING ADVISED WHEN IEARINGS ARE 3,CHrDULED ON
HB 739, MATERIALMENS AND MECHANICS LIENS.

JH-EOM/
-r
%/y LA 1 3337 15.51 JAOI 15.51 T
,CHiLREE -l i. . jo ee~\r:
\tT*i 411 T & r g —————————————— "

FROM BUILDERS *rLL ORC "™ SUPPLY
999 r. T IDO ?
ANCHORAGE, \: O, )3
TEL* 279-0A)]

/ .RE* HD 739
AS A MATERIAL SUPPLIER I\Nf suscoNTRACTOR Il TAKE ExcEPTION TO
" . ILL "> )FAF f-). £ P ©OQUFST A COPY
OF THE NEWLY REVISE RAFT AND T! : T STUDY REDRAFT of FINAL _IfL .
AND AN OPPORTUNITY TO COMM: *T BEFORE COMMITTEE TAKES FINAL ACTION.
8 IE -JAG BE CONTA BD THROUGH £ B. . =1 1 , P.o, m . \MCHF.
A;< 99501, 274- )LIVU.  :om
© NJIKZ1:0M
*
/
il LAl & 97 12.07Jv) | 0021 i2.t 0?./16/73
if
r v
rt) ri\i~ iv: ;] Kv:
"ol 1C T n?/} sSo1.DOTNA 99669 PHONE 262-5838
DICK RUCK A i, o!!H, USS  »o. _)O A | Y S
ff PRy KkvaLvI T 1 IM*IFS

WE ARE NOT I AGREEMENT I1TH 0'1Y OF THF CLAUSES IN PROPOSED JTLI
- . .I - ) JT '( j - o*_ r— A\

parties to ueco e faulia, 1n provision- prior to passagf.
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I RrRrp. JF : - ; COMMERCE
AJTTN; ALL MEMUTIRS

FROM: DOM /."0LS(D
- NORTHWEST DOOR OF AMCHORAGF

6721 ARCTIC SPUR RO
ANCHORAG, ALASKA 99502
TAL: 276-8103

AS A FATERIAL SUPPLIER, 72 TAKE EXCEPTION TO MANY CLAUSES

! J DRAFTED.
INTERESTED PARTIES TO REVIEW AN7 REDRAFTS P*"TQR TO PASSAGE

Hy¢!

LU 1 1IS3 .39 J01 01", 16.30 03/15/73

T f {111 1 1.
] ;0. !':\ ein: "(JBSIDIARIFS
. AL » "ANage 7
P.O.
74- >
"RT: I /39

A * -*T53M? SUF"PLF-R ~ ?AK’\#WrPffoiv TO FTANV CL-A05

1 i IF.1 el O™ te fe v ,
1= 1 jifUT HIE f°L _fS SUBSTANTIALLY REVISED

march mini, i97/31 and Jo i 5n iot 11 availa le.

UNDERSTAND TH::RE ."ILL IE A jgMMITTEE HEARING niURSDAY,
ARCH \6, Al 7 p. yT C  rAIM 1 101 OSALS.

ARE D -Moo". )Hf ObTAIN NO A/COPY OF THE REDRAFT AND WE
1° /7)Y IT A il ;- ;u 3FSTIO

i f " e lor ro n: ft ital ro t itslatu o fo =
PASSAGE. f r %

HOWP*
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CINDY JWU
C -FR CHARITY AMCH

THIS MESSAGE /AS SENT YESTERDAY AFTERNOON BUT HAS GARBLED
1 TED OUT AT anotwer SITE* F AS TOLD BY THAT SITF
THIS "HRMI"J1 30 AM RESem) IMG IT.

TO REP TCKI BMO'l CHA I~ CO MERGE
ATTM? ALL MEMBERS

RE B 739

THE UM®DERSic..5fb As wMmaTeEriAL SUPPLIERS AMD SUB CONTRACTORS

OBJECT ro MANY CLAU "i1s 1 THE mJ
" e FETT 10 FOR 3/16/73 WILL

REDRAFT THI - (ILL. IE IEQUEST A Copy op THE NFWLY D AFT
- or- Y IT. WE REOUEST AM OPPORTUNITY

TO COMMENT JEFORE COMMITTEE TA IE5 FINAL ACTION.

ANC 1+, Aloos |0, 274=0116.
o .. LFCTRIC

Mnr JOINS, ...or ssIM>C)icrste

mHAIN\ALVAe_=_ Al A \sd Al "PAVIN S
N ING INC
RICH ifD OYSE [ inc.

ROM

CBK/FOV f

B.tt. SAUTHIER. P.O. BOX 3-546



TO REP SCKINNO T, CHAIR, 1. CO-"4ERCH
ATTNI ALL MEMBERS

FROM FRED STEEN:IEVE?
2433 POST RD
ANCHORAGE, \K 09501
TELE 276-5055

AS A CONTRACTOR AMD SUPPLIER Wc OPPOSE H3 739

IS A COMWITEE
HEARING, THURS. 3716 AT 7 P.M. fO REDRAFT THIS
PROPOSAL. IE REOUEST * " i : TIME TO STUDY
THIS REDRAFTED BILL 3rR)UE LEG! >LAT IVIE ACTION
TAKES PLACE. EO <~

COPY OF P.O. ". REQUEST"")* ATT 5 JOANNA CBK/50(
rv

LATIl 4779 13. 11 0.VI5//0 JAOlI 0006 07.32 03/16/73

TO REP MCKINNON, OHM I .,11. CO "U"i”Cr
ATTN ALL MEMBERS

FROM INLET OLAS = IN.J
245 POST RD
ANCHORAC®", AK "W5SL
TEL 2/6- 545!

AS A MATERIAL. SUPPLIER IN THE ANCHORAGE AREA WE TAKE
«XCEPTION PO 1! ™ OUS 3LAIJ>:3 1IN 7J9 AS IRITTE WE
UNDERSTAND A MMJUTTEE EA :115 TO REDRAFT THIS eILL is

. 3/1A, \T 7
STUDY THIS M, DRAFT PROPOSAL R
IS TAKEN ON FI IAL DRAFT.

-0 IF Com \ITTFT ACTION

CBK/EOM

£1
rf2 H3 739* AS a IAR SU.-#M iff? AMD EUUCONTRACTOR I TAKE EXCEPTION
TO ANYY "= ° PROVISIONS Ir fLL TAFTED. "\ opy
OF REDRAFTED PROPOSAL FOP STUOwANQ COMMENT [1EFORE 1V COMMITTEE
TAKES FINAL ATTIO . - . >3 .

PiIONE 2 /9-353 /.
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TO --iL n - poe N e« +« MEMBERS OF MOUSE COMMERCE COMMITTEE

RE MB 739

AS HATERIAL SUPPLIERS A ID SUBCONTRACTORS HE TAKE EXCEPTION TO

MANYCLAUSES IM HIE PROPOSED SIM AS J'UR FLYDRAFTED. ME REQUEST
TIME TO STUDY YH~ REDRAFT OF THE -f IAL LULL ADD AM OPPORTUNITY TO
V) « |T ief'O T . 1 r 1B TAKES ol 1Al ACTIO |I. IB BE

' . MUTHI ' , . 0. Box 3-546, ANCHORAGE 99501
F,10ME 274-0 116.

5AUT HER, CO 1ST?UCno ' CREDIT 1O ‘AT

DAM .JORDA1, JORDAN'S CARPET CENTER
CHARLES 3. HAMILTON, MIKE'S SUPPLY, IMC.
DAVID MERRo, PLI ITSTOH I 1C.

JAYNE sToLT, STOLT®"S ELECTRIC

MIKE HAYDEN, DUALITY ASPHALT

LEON T. BROVN, BRO .M'S IUPPLY COMPANY
ROBERT I". LINDSTROM, MC I<l ILEY FnUCE
GLEN 3M/WT, JENERAL ROOF 1 IS

i;1 EOM/

LA 11 3343 “.45 JAOI JD47 15.-1', 03/16/73

FROM HELMUT "/ET/EL 'A ITERCHAF T KITCHENS AMD FIXTURES

16,60 3 J'UART MAY ARC lo HOE 99503 PHONE 279-3133
PLEASE DELAi FINAL Co !mfo aFION )E 1, 7°Q irorrr t u»./r

1 PPf>1"'" rrv 11 e e a" comment on ou * 20mM N .. * o
revn )jabs ) Y
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TO: REP. JOE MCKINNON, CHAIRMAN, 10133 COMMERCE COMMITTEE
AND ALL COMM I1TEE 1EMBERS

FROM: 30RDO 1 511, “ANAOF9
PACIFIC PL'.J'31Ki SUPPLY cCoO.
6260 OLD SEWARD HIGHWAY
ANCHORAGE, AK 99502 344-4523

REfT HO 739

PACIFIC PLUMOI JG SUPPLY CO. TALES EXCEPTION TO THE 3ILL -4 CURRENTLY

DRAFTED. IT IS OUR 1INDERSTAMDTUG THAT THE HILL 1AS SUBSTANTIALLY
REVISED 3-14-78, AMD COPIES ARE NOT Phi AVAILABLE.. IE 1.F>S:ISLAND

THAT THERE HILL BE a CO" 1ITTEE IEAEI'"3 ON 1ARCH 16, 197;;, AT /:0D P!
TO REDRAFT CERTAL i1 PROPOSALS.

PACIFIC PLUMBING SUPPLY 00. IS EXTREMELY INTERESTED IN OBTAINING A

COPY OF T.F 9CDRAFTED BILL AND EONESTS 11 IE TO STUDY IT AND SNR. IT
IDATIOM5 PRIOR TO SUBMITTAL FOI LASSAGE 1 " THE LEGISLATURE.

THANK YOU. EO*-7/

LA Il 1383 10.23 JAOI 0015 10.25 03/16/7)
rV evl }
P 10M Tf 11 - v -7 m. ' e m >502 PFIONE 276 - i61 A

R. OAYLOR ELECTRIC
1 REOUEST ' :)f i " m W /LY [ED-1. s rFoOrR 1f 719, rooutl) r IKf
0 . -.tit 'Y TO 'F'/N- | AND COMMENT OH THE REDRAFT BEFORE FI! |

COMMITTEE ACTION.

Jil sOM/

LA ,3471 17.29 03/16/7 . J\,1 0)01 03.03 03/17/73

\ ,

TO REPRESEIi:i'ATIVE 1JOS ‘0 KI 'NON

FROM LILLIAN CASTLE '"EGOR INB)@-QTRIES N 4263 M TTOITA OR1V9
ANCHOR AST:  9<>5Ti r'IDE'S 272-1592
1 1Al UPPLIHR IS ARE NOT TM AGR'-FEtENT

VITIi SOME OF THE PROVISIONS IN THE PROPOSED SUBSTITUTE FOR :113 739
A’ID WOULD APPRECIATE HAVING A OHACC- T0 READ AMD HoMME 'T ON THE
30 11T :C/S FINAL PROPOSAL IEFORE COMMITTEE ACTION IS TAKEN,

JH Eo /

rs

Ib



More Guiinets Fom,

LA2 1 ~3673 i7.40 03/16/7?2% JAOI 0002 08.06 03/17/78
I_ -

ro* cindy, jMt]
FROM: APRIL, FBX

PLEASE DELIVER THE FOLLOW IMO MESSAGE TO THE HOUSE
COMMERCE CO''MITT EE:

RE: HB 739

I STRONGLY OPPOSE THE /TAKEN INO Or HIE LIEU RIGHTS OR

MATERIAL SUPPLIERS AMD CONTRACTORS AS PROPOSED BY HOUSE

BILL 739. SUGGEST ORIGINAL ‘1ORDAGE BE REPLACED AS SHOWN

IN SECTION 4, AS 34.35.060, PARA C IN BRACKETS* [OR FURNISHING
MATERIAL USED IN] AS OPPOSED TO MEN WORDAGE. THE LIEN RIGHTS
OF MATERIAL SUPPLY COMPANIES AT WHOLESALE RETAIL, OR
CONTRACTOR LEVELS ,FFD TO BE PLAIN AMD CLEARLY HORDED. KEEP

IN MIND THAT MATERIAL SUPPLIERS PROVIDE AS IMPORTANT A FUNCTION
AS BANKS AND LABOR UTHOUT THE SECURITY OF MORTGAGES, DEEDS OF

TRUST, OR IFr <LY PAY CHECKS. SUPPLIERS PROVIDE MILLIONS OF
DOLLARS TM CREDIT WITH THEIR LIEN RIGHTS AG T FIR ONLY BASIC
SECURITY. TO INSURE A HEALTHY CONSTRUCTION IMDU T ATE | 'L
SUPPLIERS ilJsT IlAV* THE PROTECT 10 1 OF PREFERENTIAL LIEN RIGHTS

EO'JAL TO LA HORS.

r IE BILL IN PRESENT FORM 1S EXr  1ELY CUMBERSO I ;1 JULT
ForR FAST 10VI IG INDUSTRIES SUC fHOL -SALERS TO CONFORM TO.
HLLIMGS AND -01L : no > ARE OUR IIDICA © 1>0F IREDIT E >0SURE
AMD THE :: LA «FTFTEEM TO THIRTY DAYS AT JEST.

?e . ctfullv ‘r you all - l]. s jip>lier :
TO FORMULA!" THEIR IDEAS A'lo PROVIDE INPUT OR ALLOW US BI 'F
TO REVIEW THE ILL BEFORE I'T 1T IN 1T INAL FORE AND

MAKE G!IDGES n o '+ O/1G ].OS

JANES HARD

CENTRAL SUPPLY CON'ANY
p.o. ox 1'p, E! 99707
PI1: * 1-2 195

[LEA ' [ LTV ID. AMKS, /A/ EO

AN



oo <o *

LAIIl 3562 16.17 JAOI 0052 16.17 03/16/73
Tor REP: JOE MCKI , CHAIRMAN, HO.USE COMMERCE COMMITTEE
AMD ALL COMMITTEE 4EMBERS

FROM: ROBERT E. LINDSTROM

MI. MCKINLEY FENCE COMPA"Y

1355 E. THIRD AVENUE

ANCHORAGE, AK 99501 27)- 1567
RE: ME 739
As A suBcoNTRAcToR ANo UTERI atmaii 1 po EOT acree TTH ProPOSED
BILL 739 AND REOUEST I'f ' 1o STUDY THE FINAL REDRAFT PrRIOR TO ITS
PASSAGE FROM CO":ITTEIi. :OM/
LAl 3591 15.2 " JAM o005 3 15.29 )V 15/7
TO: 'MRR. JOE "CM I ."ON, SNAIl MA'", 10 IS* COMMERCE Co "Il ITT EE

A*>0 all*co hrrrr"<u>* .

FROMt MARGIE CLARK

TOM'S PLUM.: 1 lo vo heaTIMM

3100 MO LITMM VIE mDRIVE

ANCHORAGE, AK 99-.nl ©70-9333
RE* MB 739
111 ARE NOT IN AGREEMENT UTH THE PRESENT PROVISIONS OF THIS

et 1 >10 f !

ILL. EO
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ro: CINDY, J' |
FROM: APRIL, FHM

LIVER = :0OLI INC MESSAGE TO HOUSE COMMERCE*

RE: rlI3 739

AM ADA'ISNTLY OPPOSD TO BILL IN ITS PRESENT FORM WHICH APPEARS
ro WEAKEN LIE.I RIGHTS FOR MATERIAL SUPPLIERS AMD CONTRACTORS AS
PROPOSED 3Y THIS BILL.

REOUEST THAI' BILL | 'CLDDE MATERIAL SUPPLIERS TO RETAIN EQUAL
LiIcM TIGHTS TO LABOR.

ALSO, FILL 1! ITS PRESENT FORM IS EXTREMELY CUMBERSOME FOR
"ATFRTrAl SUPPLIERS AS OURS IS \ FAST 'OVT'S INDUSTRY AMD
[JIRES SUFFICIENT TIME FOR BILLING AND COLLECTIONS- FE |

THAT TWENTY DAY PERIOD IS NOT SUFFICIENT TIME AND WOULD
REQUIRE US TO DUO I | 'TENT To LIEN UPON INITIAL CALE5 CONTRACT.

REOUEST SUFFICIENT TI § TO REVIEW BILL IN ITS FINAL FOR BEFORE
ITS PRESENTED In THE HOUSE FOR ACTION.

DAN RAMOS

PRESIDENT, TOTAL ELECTRIC SUPPLY COMPANY
2113 CUSHMAN ST, FUSS >9701

mpj-;* Uu.52- 1931

PLEASE ACK U-IEN nsSA T- !)"MVERT \ filANKS. /A/ ROM
Laz2 1l 37/ 10 11.3 Lov v 7; iAa01 0 )1 1;.0: 0371777
To: CIMoY, >l

FRO i* APRIL, FUX

PLEASE DELIVER THE FOIlJ..0 /I : »i': IS AOF TO HOUSE COMMERCE *

7= 1lb 739

" ARE STRONGLY oppoSF" To THIS HILL AS URLITEM IT ALL
HUT DESTROYS LIE I MS:ITS Fop 1IAT'7)IAL MI1.VII ERE MID
COM PR ACTORS.

,F REOIJEST T"E L ILL S-. ‘LTr 2’7 i'O IMCLUPi7 {iATERIAL SUPPLIERS
Im | lcuts ED-IM 10 .o 103 AND COM TRACT "iL.

r.r NATURE OF OUR [I’tnUSTUYRIOUFf!.":S A CERTAIN TIME PERIOD
1 LI -ILL * : [ - AV R100 PROVI

IN ilIS ziLL IS [OT  IFF! ME T] ) :3 TO 10TIFY

LIT -17 TO LIEN UpO” [ JITIAL LAIN".

REOUEST WE ALLO-7 - "-ME™* IMR MLL "FORE I'T IS SENT
TO T:i~ HOUSE.

1R. ROYAL LID 2ELL

A.MFAC SUPPLY

2700 CUSH.AA ' ST, Fi '5 99701
PH* 452-44P4



0 02067 NL ANCHORAGE ALASKA 50 02-22 127P AST
PMS REP JOE MCKINNON

JUN
URGE HEARING HERE ON HB739 LITTLE GUY NEEDS CHANCE ws 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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April k, 1978

Alaska State Legislature

A ttn: Russ IfeeJcins, Joe L. Hayes, Larry Carpenter,
Ed Da"~."orth, "Derry Gardiner, Clark Gruei-ing,
Eids Hu&h HrO-Cne, Alvin Gstei"bé&ck,
Qarlg.g. 2, rark f Hardy Piilllips, Leo R seoc,
Hichard Union.

B House bill No. 7<?
Tentative Draft dated tfurch 2/f? 1778

“General CccrTaerts"1

lii 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 cirriiceiei
procedures wliich a claimant eanncr. C<?dy with. It. not only tieream a lec.iti-
Vedp PYIrfTo , orndgny DT L oy Worrshy® gp otiirr Vv e VUL MRk A BT
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 Llor.” an!
"mStop Fayraent™ notices it not only encourages lilifhitic-- but it requires Iit.,
while a supplier Would be expected to f.crply vlith the above unworkable vro-
ceoin.rrs, the bank or lording institution would be ir. a first piority positit;}
without bavin.;: to do anything to protect their Interest.

S eAlcss 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 m.af.or concern, it appears that little
thought has been riven to tills aspect.

IT any chances vCl'e to be rede in the lien statute, ve would have the follcvlrv:
"eccrrandation. It EOWVTfZto us that- the principal problem is that title cormr-
p&nles are unable to write title policies on prcpertv until on days after con-
Pict >n. If this is indeed a problem in the real estate iniustry, it could simply
u solve:) by ivo,wiring lien claimants to flic their 1llerr. wit).bn ter, days of coc-

LR S 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 Intentto Lien. lhe

statute cquld rceufrfc that the bank then notify each such cliim-nrt prior to re~
cording the ™l.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 Us lien. This apjeears t.o be the only charge which really isr.opss-
sary and the rcey.inuer of this statute i:. simply overkill.



Page (1) line (3.9).

"Specific COBMfints”

It is nearly” impossible to require <supplier to actually
deliver material to a job site under coritruet with the owner.

A large portion of materials used ip construction are picked

up at a suppliers place of business. All refersnee to any
delivery rxiuiruTents is cintrruy to existing practice. Proof
that material was used on a specific project is provided by thsj
legal, property description written on the invoice and acknow—
ledged by the owner or bis agent at the time of purchase. TPIs]|
is sufficient and asff delivery® requirement simply* creates a
loophole to defeat a legitimate claim.

?.3>u (1) Defining who may perfect

i

e Ty =

Fate (O line (ip)-

pA. >

A supplier who provides rateriH 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 1? 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-ecntracter. Under this section the

supplier has no lien rights and coasequently would fce unable to
recover his rvoryjv.

vj VMo« e i-ol" Il i

section net only encourages litigation bus it. I"ec.ulre?. ir.

rvJ- section ahv.)id be drorv.ed and the rater ®Van be al":-.vd

11. * ek« TV A \%

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

WD e o/ 4T 0t} pvg - -

By 9L0 ndMY rne 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

fte-hll have a ri.-ht. to Hen oven thouc T r.v would he second to the
bark; .



Aol/aska State Lefislaf.ure
0

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

This is 3»0fchEP ecnplex device “which do?S not give a supplier
le ri\spc;yi. also cakes t*e r"tioe of intent to lien

roahdafcery before a supplier can to Infoivied of the notice of

ccTrp,,00ion. /Qso to tpive notice? five (5) days prior to rt*

cording is w-ealistic. Even if a supplier could ccnnly with

the oilier requlrcwnfcs Ms claim could he invalidated by slow

rail delivery=

Frofii:

Pobenhjin Fleetric Supply Company, Inc,
10 i11S F)<;ct.pic <uf»ply Ci >any
Stollls Home Bxiilde»"s Center

elordanls C,irpet. Cantor

tTiited Lufitor Company

Concrete Cutting Company, Inc.
AlyeSlka Wood Produr.tr.

United Building SAPP 1>

Com.pyto Curing Company, 1m:.

Mer_.nr Industries. Inc..

tusitiui Supply, inc.

Ai osto Truss and Mi 11lworl:

Ton"s PImilting ond Heating Supply Inc.
Brown"s Electrical

inlet Glass Company
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