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[ ] fiscal impact _  

[ ] zero fiscal note

S IG N IN G  D O  PASS O T H ER  R E C O M M E N D A T IO N S

JTACUA.VU

A)auavr6 jS

I k L -
'C H A IR M A N ’S  S IG N A T U R E

"An Act establishing the current pre\ ailing rate of wages issued at least 10 days before the final submission of 
bids as the prevailing wage rate for public construction projects and requiring periodic adjustment o f the wage 
rate."
RECOMMENDATIONS: [ ] the same title
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F I S C A L  N O T E No'. 2

STATE OF ALASKA
1993 LEGISLATIVE SESSION

Bill Version &SHB

Revision Date:_ 
Title: Public Construction Prevailing

(H ) P ub lish  D a te :3 / 1 2 / 9 3  

Labor ____________

Wage Rates
Sponsor Representatives Phillips. G. Pavla
Requestor: House Labor & Commerce________

Department Affected:
9RU: Labor Standards & Safety
Component: Wage & Hour

EXPENDITURES/REVENUES:

COMPONENT SERIAL NO. 

(Thousands of Dollars)

3 4 5

OPERATING FY 94 I FY 95 | FY 96 FY 97 I FY 98 FY 99
PERSONAL SERVICES I I I
TRAVEL ! I I
CONTRACTUAL I I I
SUPPLIES I
EQUIPMENT I I
LAND &. STRUCTURES I I I
GRANTS,CLAIMS I I
MISCELLANEOUS I I
TOTAL OPERATING 0.0 0.0 I 0.0 0.0 0.0 0.0

CAPITAL_______________ I____________I J ___________ I___________ I

REVENUE 
FUND SOURCE:

FUNDING:______________________ (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF I
1005 GF/Program Receipt I
1006 GF/MHTIA I I
Other
TOTAL 0.0 0.0 0.0 0.0 0.0 • 0.0

POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY

Estimate of current year (FY33) impact: S None
ANALYSIS: (Attach a aeparate page if necessary)

O w l   ______________________
Phone: 465-5003
Date: 2/24/93

Date: 2/24vS3PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICEFor further distnbution information call the Governors Legislative Office

Prepared by:
Division:

Donald G. Study. CSP. Director
Labor Standari

Approved by Commissionei 
Agency: Oepartmei

rles W. Mahlen

C O % ? M i T T E E  C O P Y
Page 1 of 1



STATE OF ALAS!
1993 LEGISLATIVE SESSION

j . 1
Bill Version: SSHB 1 2 6

F I S C A L  N O T E  (H) Publish Cate: 3 / 1 ? / g ?
Revision Date:
Title:
projects
Sponsor
Requestor

03/04/93
Public Construction Prevailing Wage Rates

Department Affected: 
BRU:

Phillips
Phillips C om pon en t

Component: 
S eria l N um ber:

DOT&PF
E&OS

D&C
547

E X P E N D IT U R E S /R E V E N U E S : (Thousands of Dollars)
OPERATING FY94 FY95 FY96 FY97 FY98 FY99
PERSONAL SERVICES 0 0 0 0 0 0
TRAVEL 0 0 0 0 0 0
CONTRACTUAL 0 0 0 0 0 0
SUPPLIES 0 0 0 0 0 0
EQUIPMENT 0 0 0 0 0 0
LAND & STRUCTURES 0 0 0 0 0 0
GRANTS. CLAIMS 0 0 0 0 0 0
MISCELLANEOUS 0 0 0 0 0 0
TOTAL OPERATING: 0 0 0 0 0 0

C apital 0 0 I 0 0 0 0

REVENUE FUND SOURCE 0 1 _ 0 L 0 0 0 0

FUNDING: (Thousands of Dollars)
1002 FEDERAL RECEIPTS 0 0 0 0 0 0
1003 GF MATCH 0 0 0 0 0 0
1004 GF 0 0 0 0 0 0
1005 GF/PROGRAM RECEIPTS 0 0 0 0 0 0
1006 GF/MHTIA 0 0 0 0 0 0
OTHER 0 0 0 0 0 0
TOTAL FUNDING: 0 0 0 0 0 0

POSITIONS
FULL-TME 0 0 0 0 0 0
PART-TIME 0 0 0 0 0 0
temporary 0 0 0 0 0 0

Estimate of current year (FY93) impact: 5_

ANALYSIS: (A ttach a sep ara te  page if necessary)

It is very difficult to accurately esdmate cost savings for a fiscal note; there will be some impact. Contractors can 
more accurately predict their projects costs; therefore the department should receive more favorable bids, thus 
lowering the cost of construction.

Prepared by: Loren R asm ussen____________________

Division: Engineering k  Qpcraticos Standards

Approved by Commissioner _ _  __
Frank G. Tu& n  

Agency; Department of Transportation and Public Facilities

Phone;

Date:

Phone:

Date:

465-2960 

March 4. 1993 

46^-3900 

March 4. 1993

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICEFor further, distribution Information call the Governor's Legislative Ottlca
Page I of \
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A l a s k a  S t a t e  L e g i s l a t u r e
H o u s e  o f  R e p r e s e n t a t i v e s

Official Business
S ta te  Capitol 

Junenu , A laska 99801-1182  
(907) 465 -3718

H ouse M a jo rity  L e a d e r

SPO N SO R ’S ST A T E M E N T  F O R  
SPO N SO R  SU B STITU TE F O R  H O U SE B IL L  126

P R E V A IL IN G  W A G E R A TES

Presented to House F inance Com m ittee M arch  27, 1993

Current law provides that a construction contractor or subcontractor who performs 
work on public construction in the state shall pay not less than the current
prevailing wage for work of a similar nature. However, an increase in the
prevailing wage in the middle of a contract creates a financial hardship on the
contractor; and anticipation of interim increases may also serve to inflate the cost of
contruction projects, because the contractor or subcontractor must absorb the costs 
of any wage rate change.

The prevailing rate of wages is determined by the Department of Labor based on a 
periodic survey of public and private commercial heavy and highway construction
projects in the state. If the union rate is prevailed from the survey results, interim 
wage and benefit increases are currently prevailed.

The bill before you proposes to address these concerns.

Sponsor Substitute for House Bill 126 was introduced to amend AS 36.05.010 so that the 
prevailing wage as determined by the Department of Labor will no longer apply 
immediately to contracts in progress. The wage in effect at least 10 days before final 
bid submission will remain in effect for 24 months from tb j date the contract is 
awarded. Wages will remain the same for the Ijfe of mOjt construction projects. In 
the case of contracts that are longer than 24 months, the bill provides for stable 
wages for a subsequent 24 month period, and so foru: for the life of the contract.

Representatives from Unions, Alaska General Contractors and the Department of 
Labor worked together to find appropriate language to be introduced, and it is my 
understanding that the bill now meets with the approval of each.

Zero Fiscal Notes from both the Department o f Labor and the Department of 
Transportation accompany this Sponsor Substitute, and the Department of Labor has 
introduced a position paper in support of it. The Department of Transportation feels 
that, while there will be some impact, it is very difficult to accurately estimate cost 
savings for this fiscal note. They expressed the opinion that "contractors [would be 
able to] more accurately predict their project costs; and therefore the department 
should receive more favorable bids, thus lowering the cost of construction."



y  P O S I T I O N  

P A P E R

D e p a r t m e n t  o f  T r a n s p o r t a t i o n

a n d  P u b l i c  F a c i l i t i e s

BILL N O : SS HB 126 A PPRO V ED :

TITLE: P u b lic  C o n stru c tio n DATE: M arch  4, 1993
P rev a ilin g  W age R ates

Section 1 o f th e  bill d e le tes  fro m  AS 36.05.010 the p h ra se  (FOR E A C H  PAY 
PERIOD) a n d  ad d s a t leas t 10 d ay s  b efo re  th e final d a te  for su b m issio n  of b id s 
fo r the con trac t. The ra te  sh a ll rem a in  in  effect for th e  life of the  con trac t or 
fo r 24 ca le n d a r m on ths, w h ic h ev e r is sh o rte r. A t the  en d  of th e  in itia l 24- 
m o n th  p e rio d , if new  w a g e  d e te rm in a tio n s  h av e  been  issu ed  b y  th e  
d e p a r tm e n t, th e  la test w ag e  d e te rm in a tio n  shall becom e effective fo r the nex t 
24 -m on th  p e rio d  o r u n til th e  co n trac t is co m p le ted , w h ich ev er, occu rs  first. 
T h is p rocess shall be re p e a te d  u n til th e  con trac t is com pleted  (EN D  O F TH E 
PAY PERIOD).

Section 2 o n ly  m akes a g ra m m a tic a l changes.

P resen tly  con tracto rs a re  re q u ire d  to  p a y  a n y  increases in  p rev a ilin g  w age ra te  
im m ed ia te ly  a fte r they  a re  issu ed . T h is b ill p ro v id es  th a t the p rev a ilin g  w age 
ra te s  w h ich  a re  in effect a t the  tim e o f a d v e rtis in g  w ill rem a in  in  effect for 
tw o  years. W ith  stab le  w ag e  ra tes  co n trac to rs  sh o u ld  be  able to m o re  
accu ra te ly  estim ate  the  cost o f a c o n stru c tio n  project. T here  w ill be  less risk  of 
in c reased  lab o r costs to th e  co n trac to rs  therefo re  the  d e p a r tm e n t sh o u ld  see 
m o re  favo rab le  b ids a n d  o v era ll lo w er costs of the construction  projects.

F o r  F u r t h e r  I n f o r m a t i o n  c o n t a c t  K a t y  M c H u g h  a t  4 6 5 - 3 9 0 0 .



B IL L  N O : Sponsor Substitute for House Bill No. 126 D A T E : February 25, 1993

T IT L E : Public Construction Prevailing Wage C O N TA C T: Arbe Williams
Rates 465-2700

Sponsor Substitute for House Bill No. 126 amends AS 36.05.010 so that the 
prevailing wage as determined by the Department of Labor will no longer apply 
immediately to contracts in progress. The wage in effect at least 10 days before final 
bid submission will remain in effect for 24 months from the date the contract is 
awarded. Wages will remain the same for the life of most construction projects. In 
the case of contracts that are longer than 24 months, the bill provides for stable 
wages for a subsequent 24 month period, and so forth for the life of the contract.

AS 36.05.010 provides that a contractor or subcontractor who performs work on 
public construction in the state shall pay not less than the current prevailing rate of 
wages for work of a similar nature. The prevailing rate of wages is determined by 
the Department of Labor based on a periodic survey of public and private commercial, 
heavy and highway construction projects in the state. If the union rate is prevailed 
from the survey results, interim wage and benefit increases are prevailed.

However, an increase in the prevailing wages in the middle of a contract creates a 
financial hardship on the contractor; anticipation of interim increases may also serve 
to inflate the cost of construction projects. Sponsor Substitute for House Bill No. 126 
proposes to address these concerns.

The Department of Labor supports this legislation.

APPROVED:

P O S I T I O N  P A P E R / D e p a r t m e n t  o f  L a b o r



M a r c h  1 ,  1 9 9 3

R e p r e s e n t a t i v e  G a r y  D a v i s  
R o o m  1 5 ,  C a p i t a l  
J u n e a u ,  A l a s k a  9 9 8 0 1 - 1 1 8 2

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

P l e a s e  c o n s i d e r  t h i s  a  " L e t t e r  o f  S u p p o r t "  f o r  S S  H B  N o .  1 2 6 .  T h e  
w o r l d  o f  c o n t r a c t i n g  i s  c o m p l i c a t e d  e n o u g h  f o r  " s m a l l  t o w n "  
A l a s k a n s  t o  c o p e  w i t h .  A n y  m o v e  t o  s t r e a m l i n e  o r  s i m p l i f y  
r e p o r t i n g / m o n i t o r i n g  r e q u i r e m e n t s  g e t s  m y  f u l l  s u p p o r t .

D . O . L .  s e n d s  o u t  r e v i s i o n s  o f  t h e  m in im u m  r a t e s  o f  p a y  a t  a  p r e t t y  
f r e q u e n t  r a t e .  N o t  h a v i n g  t o  w o r r y  a b o u t  a  " r a t e  c h a n g e "  f o r  u p  t o  
t w e n t y  f o u r  m o n t h s  ( u n d e r  o n e  c o n t r a c t )  w o u l d  b e  a  w e l c o m e  s t e p  a n d  
o n e  i n  t h e  r i g h t  d i r e c t i o n .

I  o n l y  h o p e  I ' m  a r o u n d  o n  t h e  d a y  t h a t  t h e  p a l t r y  $ 2 0 0 0  r e p o r t i n g  
r e q u i r e m e n t  f o r  c o n t r a c t s  i n v o l v i n g  " p u b l i c  m o n e y "  i s  r a i s e d  t o  a  
m o r e  r e a s o n a b l e  $ 5 0 , 0 0 0  t o  $ 7 5 , 0 0 0 .

I t  i s  c l e a r  t o  m e  t h r o u g h  d i s c u s s i o n s  I  h a v e  h a d  w i t h  f o l k s  a t  
D . O . L . , t h a t  t h e y  a r e  n o t  c r a z y  a b o u t  t h e  $ 2 0 0 0  c o n t r a c t  l i m i t  
e i t h e r .  E a c h  t i m e  t h e  m a g i c  $ 2 0 0 0  l i m i t  i s  r e a c h e d ,  t h e y  h a v e  
a n o t h e r  c o n t r a c t  t o  m o n i t o r  w i t h  t h e  s a m e  g e n e r a l  r e q u i r e m e n t s  a s  
a  $ 2 0 , 0 0 0 , 0 0 0 . 0 0  c o n t r a c t .  T h i s  p r a c t i c e  s e e m s  t o  c a u s e  a n  
i n o r d i n a t e  a m o u n t  o f  p a p e r  w o r k  f o r  D . O . L .  t o o !

E n o u g h  o f  m y  " s o a p - b o x i n g " .  T h a n k s  a g a i n  f o r  y o u r  e f f o r t s !

S in n p r p 1v .

J e f f  C u r r i e r
D i r e c t o r  o f  P u b l i c  W o r k s

c c :  R e p .  B i l l  H u d s o n ,  C h a i r ,  L & C
R e p .  R o n  L a r s o n ,  C o - C h a i r ,  F i n a n c e

602 Railroad Avenue P.O. Box 1210 Cordova, Alaska 99574 Telephone (907) 424-6200 Fax (907) 424-6000



G &  8  C O N S T R U C T IO N ______________
P.O. Box 1493 •  Soldotna, Alaska 99669 •  (907) 262-6223

J a n u a r y  15, 1993
H ou se  o f  R e p r e s e n t a t i v e ’ s 
R e p r e s e n t a t i v e  D a v i s  
Room 15
J u n e a u ,  A k . 99811-1182

D e a r  G a r y :

I ’ d  l i k e  t o  e x p r e s s  my c o n c e r n  o v e r  how t h e  D a v i s  B a c o n  w age  
i n c r e a s e s  a r e  a f f e c t i n g  c o n t r a c t o r s  i n v o l v e d  i n  S t a t e  a n d  C i t y  
c o n s t r u c t i o n  p r o j e c t s .

-As a r e  p r o b a b l y  a w a r e  t h e r e  a r e  many d i f f e r e n t  p a y  s c a l e s
t h a t  a p p l y  t o  v a r i o u s  t r a d e s  a n d  e a c h  o f  t h e s e  t r a d e  u n i o n s  
n e g o t i a t e  p a y  i n c r e a s e s  f o r  t h e r e  m em b e r s .  T h e s e  new p a y  r a t e s  
a r e  t h a n  a d o p t e d  b y  t h e  s t a t e  l a b o r  b o a r d  a n d  t h e  p u b l i s h e d  D a v i s  
B a co n  w age  s c a l e s  w i l l  c h a n g e  a c c o r d i n g l y .

A l l  o f  t h i s  i s  f i m  u n t i l  a  c o n t r a c t o r  e i t h e r  h a s  j u s t  b i d ,  
o r  i s  i n  t h e  m i d d l e  o f  a  p r o j e c t  t h a t  t h e s e  i n c r e a s e d  w a g e s  w i l l  
a f f e c t .  N o r m a l l y  w age  r a t e s  a r e  p a r t  o f  t h e  b i d  d o c u m e n t s  a n d  a 
c o n t r a c t o r  w i l l  u s e  t h o s e  r a t e s  t o  b i d  h i s  j o b  a c c o r d i n g l y .  When 
e v e r  t h e s e  i n c r e a s e s  b e com e  a f f e c t i v e  a n y  c o n t r a c t o r  t h a t  h a s  b i d  
p r o j e c t s  w i t h  a  l e s s e r  s c a l e  i s  t h a n  f o r c e d  t o  p a y  a  h i g h e r  w a g e .  
L e t  me g i v e  y o u  a n  e x a m p le .

A c o n t r a c t o r  b i d s  a  5 m i l l i o n  d o l l a r  c o u r t  h o u s e  u s i n g  a 
c a r p e n t r y  r a t e  o f  $29.60 p e r  h o u r .  B e f o r e  h e  a c t u a l l y  s t a r t s  
c o n s t r u c t i o n  a  r a t e  i n c r e a s e  o c c u r s  r a i s i n g  t h e  c a r p e n t e r  r a t e  t o  
$32.10 p e r  h o u r .  I f  h i s  o r g i n a l  c a r p e n t r y  l a b o r  f i g u r e  w a s  
$350,000, t h e  r a t e  i n c r e a s e  w i l l  c o s t  t h i s  c o n t r a c t o r  a lm o s t  
$30,000 i n  a d d e d  c a r p e n t r y  l a b o r  c o s t s .  Remember t h a t  t h e s e  r a t e s  
a r e  s e t  b y  t h e  s t a t e  a n d  m u s t  b e  p a i d  on  a n y  s t a t e  o r  c i t y  
p r o j e c t .

R. Daniel Green



I find it interesting when the state sets a wage rate, that 
we must pay, then without warning raises it, the contractor must 
absorb these added costs. Currently there is no mechanism 
available for the contractor to recoup this added labor expense.

In my opinion there are two options to correct this problem 
one of which the Federal government already has in place.

1. When an increase in wages occurs the contractor is allowed to 
recoup these added costs through the change order process. This 
already applies at the Federal level.

2. All projects that have either just bid or are in progress 
will be allowed to continue using the published bid date rate,, 
This option would probably be the least desirabDe.

This problem of wage rate increases need’s to be addressed 
and it is my hope you can either start or become part of a 
movement torrectify it. I would be glad to provide you with any 
other information that you might require.

I would appreciate being kept informed regarding this issue.

Sincerely,

G & S CONSTRUCTION

R. Daniel Green 
owner




