


HOUSE LABOR & COMMERCE 

STANDING COMMITTEE 

February 1, 1982 

1:05 p.m.

M e m bers Present: Rep. Martin, Chairman 

Rep. Byisma, Vice-Chairman 

Rep. Randolph

M e m bers Absent: Rep. Gardiner 

Rep. Rogers

COMMITTEE CALENDAR

HB 303 An act relating to employment preference for

residents of depressed areas.

HB 146 An act relating to payment procedures on

certain public contracts.

WITNESS REGISTER

Jeff Barry 

Committee Aide

House L a b o r  & Commerce Committee 

Pouch V

Juneau, Alaska 99811 

465-3669

Position Statement: Overview of HB 146 and proposed amendments.

Judy Knight, Special Assistant to the C o mmissioner

Department of Labor

PO Box 1149

Juneau, Alaska 99801

465-2700

Position Statement: Gave dep a r t m e n t’s position and suggested

amendments on both bills.

A1 Gordon, Assistant Director 

Wage & Hour Division 

Department of Labor 

P0 Box 630

Juneau, Alaska 99811 

465-4500

Position Statement: Testified with Knight r e garding Department's

position regarding HB 146.

Sharon Mackland, lobbyist 

Utility Contractors Association 

no phone or address given

P osition Statement: Supported H B  146; gave suggested amendments.
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Jean Kline

Alaska Chapter

Associated General Contractors (AGC)

586-1740

Position Statement: Questions and clarifications (HB 146).

Ginny Chitwood

A laska Municipal League

no phone or address given

Position Statement: Various criticisms of H B  146; spoke from

prepared testimony.

John Scribner

Department of Transportation & Public Facilities 

Juneau, Alaska

Position Statement: Opposed to HB 146 as written.

PREVIOUS ACTION

HB 146 No previous action.

Statutory Reference: AS 36

Action Taken: Amendment #1: Rep. Randolph

moved, on page 1 of the Committee Substitute 

for SSHB 146, to delete subsection (b)

(lines 16-19), and insert language 

recommended in memo dated 5/19/81 to 

Committee from Department of Labor, which 

reads: "The state shall initiate payment to

the contractor for the amount due under the 

public construction or public works contract 

w ithin 15 days afte*- the contractor submits 

to the state a bill for materials and 

services wi t h  a certification issued by the 

Department of Labor that all employees 

employed on the project by the contractor 

and by all subcontractors have been paid not 

less than the established prevail-':ig rate of 

pay as determined and p u blished by the 

Department of Labor." There being no 

objection, the motion passed.

Amendment it2: Rep. Byisma moved to delete

subsection ( d ) , lines 25-28, page 1. There 

being no objection, the m otion passed.

Amendment it3: Rep. Randolph moved, on page

1, line 29, to insert b e t w e e n  the words 

"state" and "is", the following: "or a 

political subdivision of the state". There 

being no objection, the m otion passed.



HB 303

Tape JJ0r / 
Recof' \ . .g 

Numbf '326

Number 0343

Number 0410

Number 0451

Number 0482

Rep. R a n d o l p h  moved to rescind the 

committee's action in adopting Amendment i l l .  
For: Randolph. Against: Martin, '-Byisma.

Motion failed.

Rep. Rand o l p h  moved to pass CSSSHB 146 (L&C) 

from committee w i t h  individual 

recommendations. There be i n g  no objection, 

the m o t i o n  passed.

No previous action.

Statutory Reference: AS 36.

Action Taken: Rep. Randolph moved to table

bill; there being no objection, motion 

passed.

ACTION NARRATIVE

The meeting was called to order by Chairman 

Martin at 1:05 p.m. M e m bers present were: 

Representatives Martin, Byisma, and 

Randolph. Members absent were: 

Representatives Gardiner and Rogers. First 

bill considered by the committee was HB 146.

Jeff Barry, Labor & Commerce Committee aide, 

gave an overview of the bill and proposed 

amendments.

Judy Knight, Special Assistant to the 

Commissioner of Labor, felt the committee 

substitute does not address the problem. 

Knight presented the committee with a 

position paper. Specificrlly, she felt the 

term "certified payroll" was unclear, and 

that 15 days is too short a time for state 

to pay. She referred to the paper she 

presented to the committee for a list of 

suggested amendments.

A1 Gordon, Assistant Dire c t o r  of the Wage & 

Hour Division, joined Knight in presenting 

testimony. There was discussion about what 

is a reasonable time in w h i c h  to expect the 

state to pay contractors.

Knight said there naeds to be clarification 

between the terms "certified payroll" and 

"payroll certified by..."
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N u m b e r  0492 There was discussion about w h i c h  branches of 

the state government the b i l l  should 

address.

N umber 0540

Number 0559

Number 0588

Knight explained the state's normal 

procedure for payment of contractors.

Barry said the intention of the bill was 

that "certified payroll" w o u l d  mean sworn to 

or attested b y  the c o n t ractor that employees 

have been paid. G o rdon said that, without 

certification, the D e p a r t m e n t  of Labor 

cannot enforce paying p r e v a i l i n g  wages; the 

employee would have to go through a lengthy 

process to g e t  his money.

Sharon Mackland, U t i lity Contractors 

Association, supported the bill. She was 

concerned w i t h  "retainage". She felt the 

definition of "state" n e e d e d  to be expanded. 

Knight suggested using w ords, "contracting 

agency", to replace word "state". Barry 

said he had asked legal services for a 

definition; they said that "state", as used, 

means the state or any p o litical 

subdivision. There was discussion.

Number 0666 Jean Kline, Alaska Chapter, Associated 

General Contractors, also w a n t e d  "political 

subdivision" included in the definition of 

"state". She had several questions about 

the impact of the bill; there was 

discussion. Kline commended DOT's handling 

of contracts.

N u mber 0715

Number 0811

Ginny Chitwood, Alaska M u n i c i p a l  League, 

said there w a s  no objection b y  the 

municipalities to interest accruing, but 

felt that interest on r e tainage destroys the 

function of retainage and removes incentive 

to complete contracts on time. She said the 

definition doesn't differentiate between the 

various types of retainage. (Chitwood spoke 

from prepared testimony.) Rep. Martin asked 

why contractors should have to compensate 

money withheld; Chitwood responded that 

retainage is to ensure a contractor finishes 

the work. There w a s  di s c u s s i o n  of retainage 

and various methods which could be used.

John Scribner, Department of Transportation 

and Public Facilities, o p p o s e d  the bill as 

written. He said it increases the risk that 

the contractor will not complete the job.

4



He felt the increased risk would increase 

the cost of bonding, and that increased 

bonding would be difficult for small 

contractors to obtain. He felt adequate 

procedures exist— bidding, bonding, and 

mobilization costs are paid up front; 

materials payments are made when materials 

are delivered; and progress payments are 

currently be i n g  made. He said the total 

turnaround is two weeks. He said an 

analysis had been done, and it was found 

that most payments get out quickly, but a 

few take as long as 30-35 days. He noted 

that mail sometimes takes over a week. 

Scribner explained retainage as it is 

presently being used, and the costs of 
retainage.

Number 0898 Rep. Randolph moved to delete, on page 1,

lines 16-19, subsection (b) of the committee 

substitute, and replace wit h  language 

recommended by the Department of Labor in 

the paper they presented to the committee. 

There being no objection, the motion passed.

Number 0921 Rep. Byisma moved to delete subsection ( d),

lines 25-28, page 1 of committee substitute. 

There being no objection, the motion passed.

Number 0936 Rep. Randolph moved to insert "or a

political subdivision of the state" between 

the words "state" and "is" on line 29 of 

page 1 of the committee substitute. There 

being no objection, the motion passed.

Number 0942 Judy Knight said that, in the Department's

preferred amendment, when the final Dilling 

occurs, the contracting agency would contact 

the Department of Labor, who would send a 

memo verifying that wages were paid. She 

gave a timeframe of a couple days at most if 

payrolls had been submitted throughout the 

project. There was discussion.

Number 0965 Rep. Randolph said the issue of the bill is

to speed the flow of money; he felt the 

amendment passed by the committee had the 

potential to be a problem. He moved to 

rescind the adoption of amendment //l. There 

was discussion. On the question, Rep. 

Randolph voted in favor of rescinding; Reps. 

Byisma and Martin opposed rescinding. The 

motion failed.
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Rep. Randolph moved to pass the committee 

substitute wi t h  individual recommendations. 

There being no objection, the motion passed, 

and the committee substitute was passed from 

committee with amendments.

Number 1014 Rep. M artin gave an introduction to HB 303.

Number 1020 Judy Knight, Special Assistant to the

Commissioner of Labor, said the Department 

of Labor, the Attorney General, and the 

Governor would like to give employment 

preference to residents. She said they had 

attempted to do this constitutionally.

Knight explained that there is a large 

amount of paperwork involved, and that it is 

difficult to determine residence and ensure 

the intention to stay in the state. She 

said she is not sure if the cost of the 

legislation justifies the intent. Knight 

noted that people outside the state are 

looking to Alaska for employment. The 

Department of Labor is concerned about this 

influx of people. She said the bill 

addresses the issues in a positive manner, 

but information needed to make the bill 

workable is not available. There was 
discussion.

Number 1128 Rep. Randolph moved to table the bill.

There being no objection, the motion passed.

Number 1135 There being no further business to come 

before the committee, the meeting was 

adjourned at 2:20 p.m.
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D E P A H T M E X T  O F  L A D O K
f

!  t

Ph: 465-2700

/  P. O. BOX 1149 
OFFICE OF THE COHWSSWHEK 1 JUNEAU. ALASKA 99811

May 19, 1981

/

Mr. Ken Spray
House Labor & Commerce Committee 
Alaska House of Representative  
Pouch V
Juneau, Alaska 99811 

Dear Mrv^Spray: f a 7* '

My apologies for the confusion that has resulted from the hearings and 
conversations concerning a proposed committee subst itu te  for House 
B i l l  146, "An Act re lating  to payment procedures on certa in  public  
co n tracts ."  The confusion seems to re la te  to " c e r t i f ie d "  payro ll as 
opposed to " c e r t i f i c a t io n ."  The following amendment is  proposed to 
address the concerns expressed by members of the Department to provide 
se c u r ity  for the payment of wages to employees cn public works p ro jects .

Preferred Delete subsection ( b) ,  l in e s  16-19, page 1.
Amendment: In se rt  the following.

(b) The state  sh a ll  in i t i a t e  payment to the contractor for the amount 
due under the public construction or public works contract within 15 
days a f te r  the contractor submits to the state  a b i l l  for m aterials  
and serv ices  with a c e r t i f i cation  is^ u g d J ^ L t l i e JJepartmpnt o£ lahnr 

t . 'a t  a l l  employees empTomT on the pi e ject by the contractor and by 
a l 1 subcontractors have been paid not le ss  than the established  
p re 'a i l in g  rate of pay as determined and published by the Department 
o f Lnbor.

A lternative  Delete section (b) ,  l in e s  16-19, page 1.
Amendment: Insert  the following.

The state  sh a ll in i t i a t e  payment to the contractor for the amount 
due under the public construction or public works contract within 15 
days a fte r  the contractor submits to the state  a b i l l  fo r  m ateria ls  
and serv ices  and a sworn c e r t i f ic a t io n  that a l 1 employees employed 
on the pro ject by the contractor and by a l 1 subcontractors have been 
paid not l ess  than the established p reva il ing  rate of pay as deter­
mined and published by the Department of Labor.

0 7 -G 9 L H
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LABOR & C O M M E R C E  COMMITTEE 

DAILY C O M M I T T E E  HEARING

Date: 6>f, I p j - ______  Place:

Me mbers Present A b sent

Rep. B. Byisma, V. Chair 1/

Rep. D. R a n d o l p h  ^

Rep. B. Rogers

Rep. T. G a r diner

Rep. T. Martin, Chair

Subject M a tter:

H o u s e  Bill No. 3 6  3  fe s ) r ffi /</&

Senate Bill No.__________ _____________
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O r i g i n a l  sponsor: B r o v m  b y  request

B Y  THE L A B O R  A N D
in  T H E  H O U S E  * COTJKEHCE CCPR-flTTEF

CS F O R  S P O N S O R  S U B S T I T U T E  FOE H O U S E  S I L L  NO. 146 (LSC)

IS T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A  

T W E L F T H  L E G I S L A T U R E  - S E C O N D  S E S S I O N

A  E I L L

For an A c t  entitled: " A n  Act r e l a t i n g  t o  p a y m e n t  p r o c e d u r e s  on c e r t a i n  p u b l i c

c o n t r a c t s . "

BE IT E N A C T E D  B Y  T H E 'L E G I S L A T U R E  O F  7HF. S T A T E  O F  ALASKA:

*  S e c t i o n  1. AS 3 6  is ascended b y  a d d i n g  a  n e w  c h a p t e r  to read:

C H A P T E R  90. M I S C E L L A N E O U S  P R O V I S I O N S .

See. 3 6 . 9 0 . 0 0 1 .  PUBLIC C O N S T R U C T I O N  C O N T R A C T  PAYMENTS. (a) At 

the r e q u e s t  of a contractor the s t a t e  s h a l l  p a y  the c o n t r a c t o r  20 

p e r c e n t  o f  t' a m o u n t  of the c o n tract c n  o r  b e f o r e  the date the s t a t e  

gives the c o n t r a c t o r  notice t o  p r o c e e d  w i t h  the p u b l i c  c o n s t r u c t i o n  o r  

p u b l i c  w o r k  c o v e r e d  by the contr a c t .

■-$- I (b) T h e  s t a t e  shall i n i t i a t e  p a y m e n t  t o  the c o n t r a c t o r  for the 

a m o u n t  due u n d e r  the public c o n s t r u c t i o n  or p ublic w o r k  c o n t r a c t  trir.hln 

15 days a f t e r  t h e  contractor s u b n i t s  c bill v i t h  s c e r t ified p a y r o l l  to 

the s t a t e  f o r  m a t e r i a l s  or s e r v i c e s .

(c) I f  the state fails t o  t>ake a psynet." due u n d e r  this secti o n ,  

it s h a l l  p a y  i n t e r e s t  to the c o n t r a c t o r  u n d e r  AS 4 5 . 4 5 . 0 1 0 ( a )  on t h e  

a m o u n t  due. If a failure to make a p a y m e n t  due u n d e r  this s e c t i o n  

c o n t i n u e s  f o r  60 days or more, the s t a t e  shall p a y  the c o n t r a c t o r  a

'w o e n a l t y  of 10 p e r c e n t  of the a m o u n t  due p l u s  interest.

' —  4,-d-)— In-thrie- section-"state"^-neans a d e p a r t m e n t ^ - o f f i c e ; - a g e n c y  A

ft,or— o t h e r  o r g a n i z a t i o n a l — unit of^- t h e  - e x e c u t i v e - b r u n c h ^ — e x c e p t  -one- J^ ’a
h r

e x p r e s s l y  e x c l u d e d  b y  law, b a t  does n o t  i n c l u d e  an a g e n c y  i n - t h e  / 

4udicia-l-or--legi3 la tive..branches—  o-f— the— ntat-e— gover-rwaent.

(e) T h e  s t a t e ^ i s  liable to a c o n t r a c t o r  r e g i s t e r e d  u n d e r  AS O F . I B

n rlrh ic * ! £>cbdiv n aP 'H'-*O' ( pci m e * , i _ 2 _  C S S S H B  1 4 6 ( T ^C)

j i  3  Add/

■
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