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OFFICE OF THE COMMISSIONED

I ’ O I)OX I)
JUNEAU, A I. ASK A 91)8110800 
PHONE: (007) -108 2800

SfEVF COWPER, GOVERNOR

February 13, 1989

The Honorable Peter Goll 
Co-chairman, House Judiciary 
Commi ttee 

Alaska State Legislature 
P.O. Box V 
Juneau, AK 99811

Dear Representative Goll:

During the recent House Labor & Commerce Committee hearing on HB 75 
relating to construction contractor licensing requirements and 
exemptions, questions were asked regarding the effect of the bill 
on small businesses who do not now purchase workers' compensation 
insurance. I am enclosing a response from the Attorney General's 
office which clarifies this issue.

HB 75 will benefit Alaska employers and employees alike, and I 
would appreciate having it scheduled for a hearing in the House 
Judiciary Committee at an early date. Please feel free to contact 
me if you have questions or wish more information.

Re: HB 75, Construction Contractors

Sincerely

LM/djd0580p
021089a
Enclosure
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Elizabeth J. Kerttula 
Assistant Attorney General 
Commercial Section-Juneau

SUBJECT

February 15, 1989

465-3600

HB 75 ("An Act relating 
to construction 
contractor licensing 
requirements and 
exemptions; and providing 
for an effective date.")

During the House Labor and Commerce meeting last week, 
there were three questions concerning this bill. I have 
researched the issues and my analysis follows.

1. SECTION ONE OF HB-75 IS CONSTITUTIONAL.

The first question that was asked was whether section 1 
of the bill was constitutional. AS 08.18,101 (1) (B) as written 
in the bill presents no problem, but since AS 08.18.101 (1) (A) 
distinguishes between contractors who have insurance from 
companies who are admitted to do business in Alaska, and 
contractors who do not, this raises a question whether there 
might be an equal protection issue under the 14th Amendment of 
the U.S. Constitution, or under Art. I, §1 of the Alaska 
Constitution.

I do not find an unconstitutional discriminatory effect
in HB-75.

Since there is no discrimination between residents and 
non-residents, I do not think that equal protection is violated 
as far as contractors are concerned. The requirement applies to 
both resident and non-resident contractors alike.

Neither is there discrimination against insurance 
companies, since any company, resident or non-resident, can 
become "admitted" to do business in Alaska. Therefore, HB-75 is 
not requiring the purchase of insurance from resident insurance 
companies only. Although the bill requires that the insurance 
company be admitted to do business in Alaska, this is a fairly 
minimal, and legitimate, requirement.

If HB-75 required that contractors purchase insurance 
from only resident companies, or if it required residency as a 
prerequisite to obtain a contractor's license, then there might 
be a violation of equal protection. Since HB-75 does not, there 
is no problem.
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Even if a court were to analyze this section under 
equal protection, the section would meet constitutional muster. 
For purposes of clarification, I have included the following 
three-step analysis. See, Alaska Pacific Assurance Co. v. 
Brown,, 687 P.2d 264, 2'6W~(Alaska 1984) (helpful explanation of 
equal protection analysis in Alaska).

A. What is the weight of the constitutional interest 
impaired? Depending on the primacy of the interest involved the 
state will have a lesser or greater burden in justifying its 
legislation.

The interests involved here are economic. Contractors 
may have to pay more to get proper coverage, and insurance 
companies will have to be registered in Alaska to be "valid" 
under the proposed licensing requirement in HB-75. These economic 
concerns are not very weighty. S e e , Lynden Transport, Inc. v. 
State, 532 P.2d 700, 707 (Alaska 1975) . Thus, there is a lesser 
burden on the state in justifying the legislation.

B. What purpose does the statute serve? Depending upon the 
level of review, the state may be required to show purposes which 
at the low end of the scale are simply "legitimate objectives" 
all the way to a "compelling state interest" at the upper end.

Since this is an economic regulation, we have a lower level 
of review, and probably all the state will have to meet is a 
"legitimate objective". Id. There can be a number of reasons 
for the legislation, and since we are at a low level of review 
the fact that we have one valid reason should suffice. 
Aiding injured workers through requiring proper workers 
compensation coverage is a proper purpose.

C. What is the state's interest in the particular means 
employed to further its goals? The state's burden differs in 
accordance with the determination of the level of scrutiny under 
"A", and goes from a "substantial relationship between the means 
and ends" to a much closer fit.

Here we have the lowest scrutiny, so the state would 
only have to show that there is a "substantial relationship 
between the means and the ends" of this statutory requirement. 
The fit does not have to ba absolutely perfect.

The main goal of HB-75 is to provide proper 
compensation to injured workers. By requiring a contractor to
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buy insurance from a company registered to do business in Alaska 
we assure that we have a method to monitor the type of coverage a 
contractor has. Without this type of requirement the Department 
of Labor has not been able to effectively enforce the state's 
workers compensation laws because there is no way to monitor who 
has proper coverage and who does not.

Under my initial analysis, section one cf the bill 
passes constitutional muster. Key to this is the fact that any 
company can be "admitted to do business" in Alaska, and that does 
not necessarily mean that they have to be resident corporations.

2. WE CAN EXEMPT SOLE PROPRIETORS TO CLARIFY THAT THE LEGISLATION 
DOES NOT APPLY TO THEM.

The second question was whether this legislation 
applied to sole proprietors.

I do not think it does, but to be safe we can easily 
include a provision exempting sole proprietors (and partners). 
Since sole proprietors and partners can currently opt into the 
workers compensation program if an insurer will accept them, 
under AS 23.30.239, people who chose this option should remain 
within the ambit of the bill. Section 2 of HB-75, dealing with 
liability, would still apply to sole proprietors.

I suggest re-drafting the bill to include a section "a" 
after the words "INSURANCE REQUIRED" at line 11, and then adding 
a section "b" after line 27, to state:

(b) Section a (1) does not apply to sole 
proprietors or partners who do not elect 
under AS 23.30.239 to utilize workers 
compensation coverage as an employee.

This will clarify that sole proprietors (and partners) 
who are not in the workers compensation program are not required 
to prove that they have workers compensation coverage before 
being granted a contractor's license.

3. WE CANNOT REQUIRE FEDERAL CONTRACTORS TO HAVE STATE 
CONTRACTOR'S LICENSES.

The final question was whether we can repeal AS 
08.18.161(7).

This section currently exempts contractors on federal 
projects from being required to obtain an Alaskan contractor's 
license.
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After research I conclude that we cannot require that 
federal contractors obtain a state license.

As a sovereign, the U.S. government controls federal
territory. It also controls its own employees and has
jurisdiction over them both. States have no jurisdiction over 
the government itself, or the governments' employees, unless 
there is a specific grant of authority from the U.S. government 
to the states.

Although private contractors are not government
employees in the same sense as employees such as postal workers, 
under 10 U.S.C.A. § 2305, the federal government has preempted 
any state contracting license requirements that conflict with its 
own requirements concerning private federal contractors.

In Leslie Miller, Inc. v. Arkansas, 352 U.S. 187
(1956); the U.S. Supreme Court faced the exact question of 
whether state licensing requirements applied to federal
contractors. The Court held that "Subjecting a federal
contractor to the Arkansas contractor license requirements would 
give the State's licensing board a virtual power of review over 
the federal determination of "responsibility" and would thus 
frustrate the expressed federal policy of selecting the lowest 
responsible bidder." Miller at 190.

The court analyzed the federal determination of
"responsibility" as including contractors who were economically 
sound, had experience and were generally qualified. Arkansas's 
licensing requirement was similar (as is Alaska's).

The court relied on Johnson v. Maryland, 254 U.S. 51,
57 (1920'1, in reaching their conclusion, and noted that the
following rationale was applicable:

It seems to us that the immunity of the 
instruments of the United States from state 
control in the performance of their duties extends 
to a requirement that they desist from performance 
until they satisfy a state officer upon 
examination that they are competent for a 
necessary part of them and pay a fee for 
permission to go on. Such a requirement does not 
merely touch the Government servants remotely by a 
general rule of conduct; it lays hold of them in 
their specific attempt to obey orders and requires 
qualifications in addition to those that the 
Government has pronounced sufficient. It is the
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duty of the Department to employ persons competent 
for their work and that duty it must be presumed 
has been performed.

If the state requires federal contractors to prove that 
they have workers compensation and liability insurance (and other 
requirements) we will be in conflict with the federal law
regulating procurement. We too would be "laying hold" of them by
"requiring qualifications in addition to those that the
Government has pronounced sufficient." Because of this, we
cannot require that federal contractors have state licenses.

I have attached Miller v. Arkansas for your
information.

Thus, the exemption currently in statute should not be 
repealed and section 2 of HB-75 should be removed. There would 
be no applicability to federal contractors even if we repealed 
the exemption, but the exemption provides clarity.

It is interesting to note that under 40 U.S.C.A. § 2S0, 
federal law grants states the right to impose their (the state's) 
workers compensation laws to federal projects within a state's 
boundaries. Begay v. Kerr McGee C o r p ., 682 F.2d 1311, 1319
(1982). States do not have to formally acknowledge this through 
law to have this power. Capetola v. Barclay White C o . , 139 F.ld 
556 (1943), cert, den., 321 U.S. 799 (1944). However, because of 
sovereign immunity and federal jurisdiction, states do not have 
the power to enforce their workers compensation laws against the
federal government itself. Roelofs v. U .S . , 501 F.2d 556 (1974),
rehearing d e n ., 511 F.2d 1402, cert, de n ., 423 U.S. 830 (1975).

4. CONCLUSION

I see no constitutional problem with requiring 
contractors to get their insurance from companies admitted to do 
business in Alaska. We are not discriminating against 
nonresidents, and even under an equal protection analysis this 
section of the bill is valid.

I think that sole proprietors would be excluded from 
the workers compensation requirements in the bill as drafter, but 
to be positive I have made suggestions to clarify that thf y are 
excluded from this, but not the liability, requirement. They are 
excluded unless they opt to take part in the workers compensation
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program (if they can get an insurance company to accept them) as 
is their present option.

Finally, since we cannot require federal contractors to 
have a state license, I have suggested deleting section 2 of the 
bill.

I hope you find this helpful. If I can be of further 
assistance please do not hesitate to ask.

EJK:j f

cc: Representative Peter Goll
Representative Max Gruenberg 
Representative Ann Spohnholz 
Representative Dave Donley
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L E S L IE  M I L L E R .  IN C . .  v. A R K A N SA S .
APPEAL FROM T H E SU PR EM E COURT OF AH KANSAS.

No 5i trailed December 5-6. 195*3.— Decided December 17, |'»W

ion ; ,.| >he Armed Services Procurement Act of 1947 provide*
•tut i-.v irdi on advertised bids •-h.ill be made to that re-pon- 
.title bidder whose bid. conforming to the invitation for In , will 
I'm mo't idv.mtageous to the Government, price and other factors 
considered Appellant was awarded a contract under this
■.•."inn ami commenced construction of lacilities at an Air Force 
On.- m  Arkansas over which rhe United states had not acquired 
■iri-.uction pursuant to .54 Stat. Pb 40 L . S. I, § 255. Appellant 
w i» convicted under Ark. Stat., 1947, §§ > l-iOl through 71-721, 
i.,r submitting a bid. executing a contract, and commencing work 
is i contractor in the State of Arkansas without having obtained 
i license for such activities from the State Contractors Licensing 
Board. H eld ; The state statute is in conflict with the federal 
statute and the regulations thereunder, and the state statute can­
not constitutionally be applied to appellant. Johnson v. M a ry- >  

land. 254 U  S. 51 ’ Pp. 1S7-190.
225 Ark. 285. 2S1 S. W  2d 946, reversed and remanded.

Leffel Gentry argued the cause and filed a b r ie f fo r 
appe l lan t .

B y  special leave o f  C ou r t John F. Davis argued the 
cause fo r the Un ited S ta te - as amicus curiae, urging 
reversal. On the br ie f wer<- Solicitor General Rankin, 
Assistant Attorney General Doub and Melvin Richter.

William J. Smith argued the cause fo r  appellee. W i th  
h im  on the brie f were Tom Gentry, A tto rney Genera l 
o f  Arkansas, and Thorp Thomas, Assistant A t to rney  
Genera l.

Per C u r ia m .

Appe llan t subm itted a bid m M a y  1954 fo r construc­
tion o f  facilities at an A ir  Force Base in Arkansas ove r



1SH OCTOBER TERM . 195(3.

Opinion of the Court \o2 (’ s.

which the T inted States had not acquired jurisdiction 
pursuant to 54 Stat. 19. 40 I*. S. C. !; -5 5 .  The United 
States accepted appe l lan t ? hid. and in June appellan t 
began work on the project. In September, the State o f 
Arkansas filed an in fo rm at ion  accusing appe l lan t o f  v io la ­
tion o f  Ark. Stat. . 1947. 71—701 through 71 -721 . for
subm itt ing a hid. executing a contract, and commencing 
work as a contractor in the State o f  Arkansas without 
having obtained a license under Arkansas law fo r such 
activ ity  from  us Contrac to rs  Licensing Board. The  case 
was tried on stipu la ted facts. Appe l lan t was found guilty 
and fined. The  tr ia l court's judgmen t was a f t rm ed  bv 
the Arkansas Supreme Court . 225 A rk . 2S5. 281 S. \V. 2d 
946. and the case came here on appeal. 351 C . S. 948. 
Appe l lan t and the Un ited  States as amicus curiae contend 
that the application o f  the Arkansas s ta tu te  to this con­
trac to r interferes with the F .'deral G ove rnm en t ’s power 
to select contractors and schedule construction ajjd. 
is in confiict with  the federal law regu la ting procurement.

Congress provided in § 3 o f  the A rmed Services P rocu re ­
ment Act o f  1947. 62 S ta t . 21. 23. 41 U . S. C . § 152. that 
awards on advertised bids “ sha ll be made . . .  to that 
responsible bidder whose bid. coi m rm ing  to the inv ita tion 
fo r bids, will be most advantage "u s  to the Government, 
price and o the r factors consid* n-d . . . T he  report 
f rom  the Comm ittee on Armed services o f  the House o f  
Representa tives indicated some o f  the factors to be con­
sidered : "T h e  question whether a  pa rt icu la r bidder is a 
‘ responsible bidder' requires sound business judgment, 
and invo lves an eva lua tion o f  the bidder's experience, 
facilities, technical organization , reputation , financia l 
resources, and o the r factors." H. R . Rep. No. 109. 80 th 
Cong.. 1st Sess. 18: ?ee S. Rep No. 571. SOth Coi.g.. 1st 
Sess. 16. The  Armed Services Procurement Regu lations .
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promulgated under the Act. set fo rth  a list o f  guiding con­
siderations. defin ing a responsible con trac to r as one who 

"i a i Is a m anu factu re r , construction contractor. 
•>r regu la r dea ler . . . .

" i b i Has adequate financia l resources, o r  ab i l i ty  to 
MH’ure such resources:

" i c i  Has the necessary experience, organ ization , 
and technical qualifications, and has or can acquire 
the necessary facilities ( inc lud ing  probab le subcon­
tractor a rrangements i to p e r fo rm  the proposed 
con trac t :

'•« Is able to com p ly  with the required de live ry 
o r perfo rmance schedule ( ta k in g  in to  consideration 
a l l existing business c om m itm en ts ) :

" ( e l  Has a sa tis facto ry record o f  performance, 
integrity , judgment, and sk i l ls :  and 

" ( f )  Is otherwise qualif ied and e lig ib le to receive 
an award under app licab le laws and regu la tions .”  32 
C'FR S 1 .307: see a lso 32 C F R  § 2 .4 06 -3 .

I 'nde r the Arkansas licensing law s im ila r  factors are set 
fo rth  to guide the Con trac to rs  L icensing B oa rd :

"T h e  Board , in determ in ing the qualif ications o f  
an y  app lican t fo r  or ig ina l license . . . sha l l ,  among 
o the r things, consider the to l l -w in g :  ( a )  experience, 
( b )  ab i l i ty , ( c )  character, ( d  i the manner o f  p e r fo rm ­
ance o' previous contracts. *•■) financia l condition ,
( f )  equipment, ( g )  an y  o the r fact tending to show 
ab i l i ty  and willingness to conserve the public health 
and sa fety , and ( h )  d e fau lt  in comp ly ing  w ith the 
provisions o f  this act . . . o r  an y  o the r law o f  the 
State . . . A rk . S tat . . 1947. 5 71 -709 .

M ere  enumeration o f  the s im ila r grounds fo r  licensing 
under the state sta tu te and fo r  f inding "responsib ility '' 
under the federa l s ta tu te  and regu la tions is sufficient to
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indicate conflict between this license requ irement which 
Arkansas places on a federa l contractor and tho action 
which Congress and the D epa rtm ent o f  Defense have 
taken to insure the re liab i l i ty  o f  persons and companies 
contracting with the Federa l G ove rnmen t. Sub jecting 
a federal contractor to the Arkansas con trac to r license 
requirements would give the Sta le 's licensing board a 
v ir tua l power o f  review ove r the federa l de term ination 
o f  " respons ib i l i ty " and would thus f rus tra te  the expressed 
federal po licy o f  selecting the lowest responsib le bidder. 
In  view o f  the federal sta tu te and regulations, the 
ra tiona le o f  Johnson v. Maryland, 2 54  t \  8 .  51. 57. is 
app licab le :

" I t  seems to us that the im m un ity  o f  the inst ru ­
ments o f  the United States from  state con tro l in the 
performance o f  their duties extends to a requ irement 
that they desist f rom  performance un ti l they sa tis fy  
a state officer upon exam ination tha t they are com ­
petent fo r a necessary pa rt o f  them and pay a fee 
fo r permission to go on. Such a requirement does 
not mere ly  touch the G ove rnmen t se rvants remote ly 
by a general ru le o f  conduct: it lays ho ld  o f  them 
in their specific a t tempt to c bey orders and requires 
qualifications in addition to tho— that the G ove rn ­
ment has pronounced sufficient. It is the du ty  o f  the 
Depa rtm en t to em p loy  persons ompeten t fo r  their 
work and that du ty  it must be presumed has been 
performed. . .

T he  judgment o f  the Supreme C ou r t  o f  A rkansas is 
reversed and the cause is remanded fo r  fu r th e r  proceed­
ings not inconsistent with this op in ion.

Revcr*cd and remanded.
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The LABOR & COMMERCE Committee recommends that:

HOUSE BILL NO. 75 [CONSTRUCTION CONTRACTOR LICENSING]
MAn Act relating to construction contractor licensing requirements m
exemptions/ and providing for an effective date."

[ ] be replaced w i t h____________
t f ! I.*!

[ ] have attached amendment(s)

d o  pass 
] do n o t  pass

C  ] t h e  j b u b * .  t i t l e  

[  5 a  n e w * t i t l e

j no recommendation 
] individual recommendations 
J addj tional referral to the Committee

ADOPTSI letter of intent

ATTACHES N E W  FISCAL NOTE(s) 

[ ] fiscal impact

[ I ] zero fiscal note

[ ! ] zero w i t h  analyois

APPROVES PREVIOUS:

[ ] fiscal note(s) published:

[ ] zero fiscal notes(s) published:

SIGNING QQ PASS: SIGNING OTHER THAN DO PASS:
(Do Not Pass, No Recommendation, Amend)
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REQUEST?

STATE OF ALASKA

1989 LEGISLATIVE SESSION

BILL VERSION:

PUBLISH DATE:

HB 75
No. :

HOUSE 1 / 9 / 8 9
FISCAL NOTE

Rcviiion Due: 
Tide:

Agency Affected: Labor

Sponsor.
Requestor

"An Act relating to construction
contractor licensing-."___________
Rtiks Committee_______________
Governor

BRU: Labor Standards & Safety
Workers' Compeaaatloo

Components: Wage Sc Hour
W or term1 Compensation

EXPENDITURES/REVE1VUES: (Thousands o 'Dollars)
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PERSONAL SERVICES
TRAVEL
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SUPPLIES
EQUIPMENT
LAND&STRUCTURES
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TEMPORARY

AN ALYS IS : (Attach a separate page if ncccsary)

Prepared by: J in  Sanp ao^
Division Department o f Labor!

Approved by Commissioner Jim 
Ageocj: departm ent o fLab^ r

(.Vi k l j - 5

I m d d m b

P d o o r : 
D a te

DnU:
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Legislative Plnance 
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445.2790
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BILL VERSION: KB 75
PUBLISH DAVE: HOUSE 1 /9 /8 9

( \ t
FISCAL NOTE

R R g U E S T i

Rev urioa Dm k  .. Agency Affected: Commerce & Economic Dev.
Tide : An Act, rci iilm t fcfl c o n s t  ruction BRU . Q c c i i p . i t i o n . i l  i . l c J n s i n g  
contractor licensing requirements and exem ptions.. .
Sponsor : Rules Committee . Adm inistration
Requestor: Governor ____________________ ___________________________________________________

EXPENDITURES/REVENUES! (Tlvxuwdi of Dotlan)

OPERATING FY 89 FY 90 FY 91 FY 92 FY 93 FY 94

PERSONAL SERW-\
TRAVEL
CONTRACTUAL
sumiEs
EQUIPMENT 
LAND A STRUCTURES 
GIL MTS,CLAIMS 
MIXTEUANBOUS

(J 0 0 0 0 0

.. _____ ___ -  . .  _  . 0 2 'J 0
n L J 0 0
0 ______________ 1 . .  . . i 0

0 0 0 " 0
n J

J 0 - 2 (J
0 0 0 0 0 0

TOTAL OPERATING 0 0 0 0 0 6

CAPITAL
I . 2

0 0 0 0 0

REVENUE

FUNDfNG: (Thome. .is of DoHn)

GDTCRALFUND 
FEDERAL FUNDS 
OTHER 
TOTAL

0 . . 0
u i -r J

0 0 0 -

> . . ' 0 " - ■ '

POSITIONS:

FULLTIME
PART-TIMB
rEMPORARY

0 0 0 0 0 0
"J ■■ u 1 ■
0 0 0 0

ANALYSIS : (Attach a '̂ parwe êge if oecetary)
This b i l l  Is  not expected to increase the operating costs of the d iv is io n .

•^Revenues: Because there is no sure way to find out the actual number of
contractors who, in past year*, have performed work under AS 08 .18 .161 (8 ),
the federal project exemption, we are unable to estimate the revenues which 
would be generated through licen s in g  fees from those contractors.
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HRU: Workers' Compensation

contractor licensing requirements..."
Rules CommitteeSponsor; __________________

Requestor: House Judiciary
Components: Workers' Compjnxation

EXPEND!! URES/RF.VE SUES: (Thousand' o Dollars)
OPERATING FT 89 FY >0 FY 91 FY 92 FY 93 FY 94

PERSONAL SERVICES

TRAVEL
CONTRACTUAL

SUPPLIES
EQUIPMENT

LAND&STRUCTURES

ORANTS,CLAIMS
MISCELLANEOUS
TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

| CAPITAL

REVENUE

FUNDING: (Thousands of Dollars)

GENERAL FUND

FEDERAL FUNDS
OTHER
TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

POSITIONS:
FULL-TIME

PART-TIME

TEMPORARY

ANALYSIS: (Attach a separate page if necessary)

acque McClintock 

Workers' Compensation
Prepared
Division:

Approved by Commissi' ~rr Jim Sampson 
Agency: Departm- » of Labor_________

Phone; 
Dnte:

Date:

465-2790
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A M E M D M E N T

BY REP. S P O H N H O L Z

TO: HB 7 5

Page 1 Line 11 a f t e r  i n s u r a n c e  r e q u i r e  (a )

P a g e  1 Line 27

( b ) S E C T I O N  A (1) dose not a p p l y  to sole p r o p r i e t o r s  
or p a r t n e r s  who do not e l e c t  u n d e r  AS 23. 3 0 . 2 3 9  to 
u t i l i z e  w o r k e r s  coropensation c o v e r a g e  as an e m p l o y e e .



B Y  R E P .  S P O H N H O L Z

T O :  H B  7 5

P a g e  1, l i n e  11: a f t e r  " I N S U R A N C E  R E Q U I R E D " ,  i n s e r t  " ( a ) "

P a g e  1, l i n e  27: i n s e r t  a  n e w  s u b s e c t i o n  t o  r e a d :

" ( b )  S e c .  ( a ) ( 1 )  d o e s  n o t  a p p l y  t o  s o l e  p r o p r i e t o r s  o r  

p a r t n e r s  w h o  d o  n o t  e l e c t  u n d e r  A S  2 3 . 3 0 . 2 3 9  t o  u t i l i z e  

w o r k e r s  c o m p e n s a t i o n  c o v e r a g e  a s  a n  e m p l o y e e . "

A M E N D M E N T



WORK DRAFT WORK DRAFT WORK DRAFT

g o0639hEw
Ford
2/20/89

Original sponsor: Rules/Governor

IN THE HOUSE BY THE JUDICIARY COMMITTEE

CS FOR HOUSE BILL NO. 75 (Judiciary)

IN THE LEGISLATURE OF THE STATE OF ALASKA 

SIXTEENTH LEGISLATURE - FIRST SESSION

A BILL

For an Act entitled: "An Act relating to construction contractor licensing

requirements and exemptions; and providing for an 

effective date."

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

* Section 1. AS 08.18.101 is amended to read:

Sec. 08.18.101. INSURANCE REQUIRED. Each applicant, at the 

time of applying for registration or renewal of registration, shall 

file with the commissioner satisfactory evidence that the applicant 

has in effect

(1) workers' compensation insurance that is purchased from 

a private insurer who is admitted to do business in the state and that

shows coverage in this state, aporopriate employee classifications,

and rates applicable in this state, or a valid workers' compensation

self-insurance certificate issued by the Alaska Workers' Compensation

Board; and

(2) public liabil. :y and property damage insurance covering 

the applicant’s contracting operations in this state in the sum of not 

less than $20,000 for damage to property, $50,000 for injury, includ­

ing death, to any one person and $100,000 for injury, including death, 

to more than one person.

* Sec. 2. AS 08.18.101 is amended by adding a new subsection to read:

(b) Subsection (a)(1) of this section does not require evidence 

of coverage that is not required under AS 23.30, including coverage of 

a sole proprietor or partner who does not elect workers' compensation

-1- CSHB 75(Jud)
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O r i g i n a l  s p o n s o r :  R u l e s / G o v e r n o r

IN THE HOUSE BY THE JUDICIARY COMMITTEE

CS FOR HOUSE BILL NO. 75 (Judiciary)

IN THE LEGISLATURE OF THE STATE OF ALASKA 

SIXTEENTH LEGISLATURE - FIRST SESSION 

A EILL

For an Act entitled: "An Act relating to construction contractor licensing

requirements; and providing for an effective date."

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

* Section 1. AS 08.18.101 is amended to read:

Sec. 08.18.101. INSURANCE REQUIRED. Each applicant, at the 

time of applying for registration or upon renewal of registration, 

shall file with the commissioner satisfactory evidence that the 

applicant has in effect

(1) to the extent required under AS 23.30, workers' compen­

sation insurance that is purchased from a private insurer who is

admitted to do business in the state and that shows coverage in this 

state, appropriate employee classifications, and rates applicable in 

this state, or a valid workers' compensation self-insurance certifi­

cate issued by the Alaska Workers' Compensation Board; and

(2) public liability and property damage insurance covering 

the applicant's contracting operations in this state in the sum of not 

less than $20,000 for damage to property, $50,000 for injury, includ­

ing death, to any one person and $100,000 for injury, including death,

to more than one person.

* Sec. 2. This Act takes effect immediately under AS 01.10.070(c).

- 1 - CSHB 7 5 (J u d )



C M  7
CORPOIWE and SALES OFFICES 
616 First Ave., Suite 600, Seattle. WA 98104
(206)292-1160 __ _______
SEATTLE PLANT
6601 South Glacier St., Seattle. WA 98108 
(206)292-1160 ___________________
ALASKA DIVISION
1820 Marika. Foirbanks. AK 9970d
(907)452-7151

F e b r u a r y  0 9, 1 9 8 9

H o u s e  J u d i c i a r y  C o m m i t t e e  

P . O .  B o x  V 

J u n e a u ,  A K  9 9 8 1 1

R e f e r e n c e :  H B - 7 5 .

G e n t l e m e n :

I u n d e r s t a n d  t h i s  b i l l  e i t h e r  i s  i n  y o u r  c o m m i t t e e  a t  p r e s e n t ,  o r  

w i l l  b e ,  s h o r t l y .

I u r g e  y o u  t o  s u p p o r t  H 3 - 7 5  r e l a t i n g  t o  t h e  r e q u i r e m e n t s  f o r  

L i c e n s e d  C o n t r a c t o r s  t o  c a r r y  W o r k m e n s  C o m p e n s a t i o  i I n s u r a n c e .  I u r g e  

y o u r  s u p p o r t  f o r  t h i s  b i l l ,  a s  w r i t t e n ,  w i t h  n o  a m e n d m e n t s .

I b e l i e v e  t h i s  b i l l ,  i f  e n a c t e d  w i l l  d o  m u c h  t o  "?.evel t h e  

p l a y i n g  f i e l d "  w i t h i n  t h e  c o n s t r u c t i o n  i n d u s t r y  i n  t h e  S t a t e .  R e p e a l  

o f  S e c .  2. A S  0 8 . ' . 8 . 1 6 1  (7) i s  a v e r y  i m p o r t a n t  p a r t  o f  t h i s  b i l l .  I 

a l s o  f e e l  t h e r e  s n o u l d  b e  n o  e x e m p t i o n s  f r o m  t h e  r e q u i r e m e n t s  of t h i s  

a c t .

V e r y  t r u l y  y o u r s ,

H O L A D A Y - P A R K S ,  INC,

; j  Iv l I u -

P h i l  N e l s o n  

V i c e  P r e s i d e n t

P N : d a

No MC-uCP tJ'ONO 
AK Ho AA3JI#



S T E V E  C O W P E R

GOVERNOH

S  T  a t  15 o  v  A l a s  ic a

OFFICE OF THE G O V E R N O R  

J  D  N  15 A  IJ

a - 6 "'

J a n u a r y  9, 1 9 8 9

T h e  H o n o r a b l e  S a m  C o t t e n  

S p e a k e r  o f  t h e  H o u s e  

A l a s k a  S t a t e  L e g i s l a t u r e  

P . O .  B o x  V  

J u n e a u ,  A K  9 9 8 1 1

D e a r  R e p r e s e n t a t i v e  C o t t e n :

U n d e r  t h e  a u t h o r i t y  o f  a r t .  I l l ,  s e c .  1 8 ,  o f  t h e  A l a s k a  

C o n s t i t u t i o n ,  I a m  t r a n s m i t t i n g  a  b i l l  t h a t  w i l l  m a k e  
c h a n g e s  t o  t h e  c o n t r a c t o r  l i c e n s i n g  s t a t u t e s .

C u r r  ;nt l a w  r e q u i r e s  t h a t  a l l  c o n t r a c t o r s  w o r k i n g  i n  A l a s k a  
e i t h e r  b e  s e l f - i n s u r e d  o r  c a r r y  w o r k e r s '  c o m p e n s a t i o n  

i n s u r a n c e  t h a t  c o v e r s  t h e i r  e m p l o y e e s  w o r k i n g  h e r e .  

A S  2 3 . 3 0 . 0 7 5 ( a ) .  S o m e  o u t - o f - s t a t e  c o n t r a c t o r s  h a v e  b e e n  

a b l e  t o  a v o i d  t h i s  r e q u i r e m e n t .  W h e n  t h e s e  c o n t r a c t o r s  

p u r c h a s e  w o r k e r s '  c o m p e n s a t i o n  i n s u r a n c e  t h a t  d o e s  n o t  h a v e  

A l a s k a  c o v e r a g e ,  t h e y  a v o i d  h i g h e r  p r e m i u m  c o s t s  a n d  t h u s  

h a v e  a c o s t  a d v a n t a g e  o v e r  r e s i d e n t  c o n t r a c t o r s  a n d  o t h e r s  

w h o  c o m p l y  w i t h  t h e  l a w .  A l s o ,  t h e  s t a t e  i s  d e p r i v e d  o f  

i n s u r a n c e  p r e m i u m  t a x e s ,  a n d  a n y  e m p l o y e e s  w h o  a r e  i n j u r e d  

i n  A l a s k a  m i g h t  n o t  b e  f u l l y  c o m p e n s a t e d .

W h i l e  p r e s e n t  l a w  a l s o  r e q u i r e s  c o n t r a c t o r s  t o  c a r r y  c e r t a i n  

l i a b i l i t y  a n d  p r o p e r t y  d a m a g e  i n s u r a n c e ,  i t  d o e s  n o t  s p e c i f y  

t h a t  t h i s  i n s u r a n c e  m u s t  c o v e r  A l a s k a  r i s k s .  A S  0 8 . 1 8 . 1 0 1 .  

T h i s  c a n  g i v e  o u t - o f - s t a t e  c o n t r a c t o r s  a n o t h e r  c o s t  a d ­

v a n t a g e  o v e r  r e s i d e n t  f i r m s .

F i n a l l y ,  c u r r e n t  l a w  a l s o  e x e m p t s  c o n t r a c t o r s  w h o  w o r k  o n  

f e d e r a l  g o v e r n m e n t  j o b  s i t e s  f r o m  o u r  l i c e n s i n g ,  b o n d i n g ,  

a n d  i n s u r a n c e  r e q u i r e m e n t s .  A S  0 8 . 1 8 . 1 6 1 ( 7 ) .  T h i s  i s  

a n o t h e r  w a y  f o r  o u t - o f - s t a t e  c o n t r a c t o r s  t o  c o m p e t e  a t  a 

c o s t  a d v a n t a g e  a n d  t o  a v o i d  r e q u i r e m e n t s  t h a t  p r o t e c t  

w o r k e r s ,  s u p p l i e r s ,  a n d  o t h e r  c r e d i t o r s .

T h e  f i r s t  s e c t i o n  o f  t h e  b i l l  w i l l  h e l p  e n f o r c e  t h e  i n s u r ­

a n c e  r e q u i r e m e n t s  b y  r e q u i r i n g  a p p l i c a n t s  f o r  c o n t r a c t o r  

l i c e n s e s  t o  s h o w  p r o o f  o f  w o r k e r ' s  c o m p e n s a t i o n ,  l i a b i l i t y ,  

a n d  p r o p e r t y  c o v e r a g e  t h a t  a p p l i e s  t o  A l a s k a .  L a n g u a g e  h a s  

a l s o  b e e n  a d d e d  t o  c l a r i f y  t h a t  t h e  w o r k e r s '  c o m p e n s a t i o n  

a n d  i n s u r a n c e  r e q u i r e m e n t s  a p p l y  t o  r e g i s t r a t i o n  r e n e w a l s , 

a s  w e l l  a s  t o  i n i t i a l  r e g i s t r a t i o n .



T h e  H o n o r a b l e  S a m  C o t t e n Page 2

T h e  s e c o n d  s e c t i o n  o f  t h e  b i l l  r e p e a l s  t h e  f e d e r a l  p r o j e c t  

e x e m p t i o n .

B e c a u s e  t h i s  b i l l  w i l l  p l a c e  A l a s k a  c o n t r a c t o r s  o n  a m o r e  
e q u a l  f o o t i n g  w h e n  c o m p e t i n g  w i t h  n o n r e s i d e n t  c o n t r a c t o r s  
a n d  w i l l  e n s u r e  t h a t  i n j u r e d  w o r k e r s  a r e  m o r e  f u l l y  c o m p e n ­

s a t e d ,  I u r g e  y o u r  p a s s a g e  o f / f t . ]  *— ^



ASSOCIATED GliNLKAL CONTRACTORS of ALASKA
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F e b r u a r y  2 ? ,  1709

Repr ese nt ab! ve Peter flnJ 1 
Co-Chai  r man
House J u d i c i a r y  Committee 
Pouch V
Juneau, Alaska 97011 

Dear R e p r e s e n t a t i v e  O o l 1:

When T t e s t i f i e d  today,  r e ga r d i ng I in 75, up had sought a d di t i o n al  
language to r e q u i r e  i n s u r a n c e  companies to n o t i f y  the Department 
of Comrnei ci? and Economic Development,  D i v i s i o n  of Occupational  
L i c e n s i n g  when workers compencation i ns u r a n c e  was c a n c e l l e d  or 
t e r mi nat e d.  As I noted,  I had juEt been informed hy the Depar1 -  
inent of labor- that the 1anguaqe we had suggested c o n f l i c t e d  with 
n o t i c e  p r o v i s i o n s  under the Workers PompenBation s t a t u t e s .  At 
your re que s t  a l l  of  the i n t e r e s t e d  p a r t i e s  met to seek a r e s o l u ­
t i on to the i s s u e .

In our meeting Mr. Purns noted that Ihe agency under AS OB. IB.  121 
(encl osed)  has the a u t h o r i t y  to suspend or revoke a c o nt r a c t or  r 

r e g i s t r a t i o n  for not having i ns ur a n c e  p r e s e n t l y  r e q u i r e d  under AS 
08. 18. 101.  I l l s  agency now r e c e i v e s  n o t i c e s  from i ns u r a n c e  
companies under the e x i s t i n g  requi rements* T h i s  i nf o r ma t i on i t  
provi ded because on the Department 's  " C o r t i f i r a t e  of Insurance 
Cover age" form ( e n c l o s e d ) ,  thai  the i ns ur a n c e  companies i s s u e ,  i t  
s t a t e s  in p a r t !

" I n  the event the above p o l i c y  i s  c a n c e l l e d  for 
any re as on,  we agree to f u r n i s h  the Department 
of nommerce and Fronnmir Development,  P o n s t r n r t i o n  
C o n t r a c t o r s '  S e c t i o n  at the above addr e s s ,
WOTIPIPATinN OF CANCEL I ATIDN at l e a s t  1HIRTY (70) 
days p r i o r  t o  the e f f e c t i v e  date of such car cel  1 a t i o n "

HD 75 adds workers compensation i n s u r a n ce  a an a d di t i o n al  
i n s u r a n c e  requirement for r e g i s t r a t i o n  under AS O R . 10.1A],  Mr. 
Burns s t a t e d  1 hat i f  HD 75 p a s s e s  i n t o  law they plan on having a 
form s i m i l a r - t o  tho c e r t i f i c a t e  of i ns ur a n c e  coverage with the 
same requirement that the agency i s  »o he n o t i f i e d  i f  the workers 
compensation i n s u r a n ce  i s  c a n c e l l e d  or terminated.



Represent#!  I vo Gol 1 
Febr uar y  22, 19H9
f’i igi l  7.

O r i g i n a l l y ,  wt» sought « nntir.p p r o v i s i o n  i n  i n s u r e  that the 
department would be aware of a c o nt r ac t or ® Alaska Workers 
Compensation rover age being terminated nr c a n c e l l e d  inorder for 
them to n o t i f y  the c o n t r a c t o r  to take c o r r e c t ) vo a c t i o n .  It  
appears the deportments present  system of having the n o t i c e  
requirement or tho c e r t i f i c a t e  of i ns ur a n c e  i3 working.  Mr.
Hum a s s ur e d ,  those at the meeting,  that, they i ntend to 
a d mi n i s t e r  tho a d d i t i o n  of workers compensation to e x i s t i n g  
i ns u r a n c e  requi rement s  i n  tire same manner.

S i n c e  the Department has an system that appears to o wnrklnq and 
pi an of a d mi n i s t e r i n g the a d d i t i o n  of workers compensation 
i ns ur anc e in tho same manner, we withdraw our request  for  the 
n o t i c e  p r o v i s i o n  to be i ncl uded if) HP 7S.

If  you have any q u e s t i o n s  p l e a s e  do not hfaaitate to c o n t a c t  me.

Si ncprel  y.

Governmental R e l a t i o n

Fncl  ounr es



State of Alaska 
Department of Commerce and Economic Development 

Division : f Occupational Lloenalng 
Construction Contractor's Section 
P.O Box D-LIC, Juneau, Alaska 99611

CERTIFICATE OF INSURANCE COVERAGE REQUIRED BY 
THE CONTRACTORS* REGISTRATION ACT, A8 08.18

This is to certify that we are a duly authorized casualty Insurer eligible to write 
business In the State of Alaska and have written a public liability policy of not less
than the limits required under AS 08.18 on behalf o f  _______
_______________DBA:_______________________________________________
for registration as a conatruotlon oontraotor, under policy numbers
 effective from__________________________
t o __________ ______________________ . In the event the above policy Is can*
colled for any reason, we agree to furnish the Department of Commerce and Economic 
Development, Construction Contractors' Seotlon at the auove address, a notifica ­
tion OF CANCELLATION at least THIRTY (30) days prior to the effective date of such 
cancellation.

Name of Insurance Carrier

Addref*

Signature of Authorized Agent

Date

08-412 (Rev. 2/88) (2)



fi 08.18.119 A l a sk a  St a t u t m f 08.18.121

the respective department, a record of the disposition of the charge by 
tho court where tho. original or copy of the citation waa deposited.

(f) If the form of citation issued under this chapter includes the 
essontial facts constituting the offense charged, and if the citation is 
sworn to as required under the laws of this state for a complaint 
charging commission of the offense alleged in the citation, then ^he 
citation when filed with a court having jurisdiction is considered to be 
a lawful complaint for the purpose of prosecution. (§ 5 ch 8 8  SLA  
1985) , , .

Sec. 08.18.119. Failure to obey citation. Unless the citation has 
been voided or otherwise dismissed by the magistrate, judge, or prose­
cutor, a person who without lawful justification or excuse fails to 
appear in court to answer a citation issued under this chapter, regard­
less of the disposition of the charge for which the-citation was issued, 
is guilty of a class B misdemeanor. (§ 6 ch 83 SLA  1985) u

Sec. 08.18.121. Suspension and revocation of registration. I I
(a) If the insurance required in AS 08.18.101 ceases to be in effects the 11
registration of the contractor shall be suspended un J1 the insurance / / 
has been reinstated. •

(b) If a final judgment impairs the liability of the surety upon the 
bond or depletes the cash deposit so that there is not in effect a bond 
undertaking or cash deposit in the full amount prescribed in AS 
08.18.071, the registration of the contractor involved shall be sus­
pended until the bond liability in the required amount, unimpaired by 
unsatisfied judgment claims, has been furnished.

(c) If a bonding company cancels its bond of a contractor the con­
tractor’s registration shall be revoked. The contractor may. again ob­
tain registration by complying with the requirements of this chapter.

(d) If a licensed contractor fails to fulfill the contractor’s obligations 
as set out in AS 08.18.071 the contractor’s license shall be suspended 
for a period of time the commissioner determines is appropriate. After 
three suspensions the contractor’s license may be permanently re­
voked.

(e) Proceedings to suspend or revoke a license issued under this 
chapter are governed by the Administrative Procedure Act (AS 44.62).

(0 If the Department of Commerce and Economic Development or 
the Department of Labor determines that a contractor or a person 
acting in the capacity of a contractor, is in violation of this chapter, 
that department may give written notice to the person prohibiting 
further action by the person as a contractor. The prohibition continues 
until the person has submitted evidence acceptable to that depart­
ment showing that the violation has been corrected.

(g) A person affected by an order issued under thiB chapter may 
seek equitable relief preventing the Department of Commerce and

72
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Article 4. General Provisions.

Section
161. Exemption* 
171. Definition*

Sec. 08.18.161. Exemptions. This chapter does not upply to:
(1) an authorized representative of the United States government, 

the State of Alaska, or a political subdivision or agency of the state;
(2) an officer of a court when acting within the scope of office;
(3) u public utility op rating under the regulations of the public 

service commission in construction, maintenance or development 
work incidental to its own business;

(4) a construction, repair or operation incidental to the discovering 
or producing of petroleum or gas, or the drilling, testing, abandoning 
or other operation of a petroleum or gas well or a surfuce or under­
ground mine or mineral deposit when performed by an owner or les­
see;

(5) the sale or installation of finished products, materialsor articles 
of merchandise which are not actually fabricated into and do not be­
come a permanent, fixed part of a structure;

(6) construction, alteration, or repair of personal property;
(7) construction, alteration, or repair carried on within the bound­

aries of a site under legal jurisdiction of the federal government;
(8) a person who only furnished materials, supplies or equipment 

without fabricating them into, or consuming them in the performance 
of. the work of the contractor:

(9) work on one project under one or more contracts, the uggregate 
contract price of which for labor and materials and nil other items is 
less than $10,000, this work being considered as of a casual, minor, or 
inconsequential nature; this exemption does not apply when the work 
is only u part of a larger or major operation, whether undertaken by 
the same or a different contractor, or when the work is divided into 
contracts of umounts less than $10,000 for the purpose of evasion of 
this chap.er or otherwise; this exemption does not apply to a person 
who advertises or puts out a sign or card or other device which might 
indicate to the public that the person is a contractor, or that the 
person is qualified to engage in the contracting business; a contractor 
who performs work priced ut $2,500 or more, under this exemption, 
shall nevertheless keep in force public liability and property damage


