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Sectional Analysis 

HB 250. State Contracts
5/7/3

NOTE: The word “CLAIM” is substituted for “CONTROVERSY” throughout the bill because “claim” 
is more technically correct and inclusive.
Section 1 and Section 4: Currently, if a contractor asserts a claim that cannot be resolved by agreement, 
the State can keep requesting more information from the contractor and thus ‘‘keep the clock running” until 
the State determines it has "enough” information. Section 4 allows the contractor to seek arbitration if the 
State does not issue a written decision by the due date. Section 1, on the other hand, allows the State to 
deny the claim, or a portion thereof, if the contractor does not furnish the requested information; it also 
prohibits the contractor from introducing new information later.
Section 2: Currently, state agencies have no penalty for missing deadlines, but if a contractor misses a 
deadline his claim is denied. This section places parameters on the State’s deadlines, requiring the State 
to show good cause for an extension and allowing the contractor an opportunity to oppose the State’s 
request for a second extension.
Section 3: “Findings of fact about the clairrf and “determination of any amount payable"are added to the 
list of what the State’s written decision must contain.
Section 5: The following new sections are added:
36.30.627 (a) provides that an appeal from the State’s decision shall be resolved by binding and final 
arbitration
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o on a claim less than $250,000 if the contractor requests it,
o on a claim of more than $250,000 if both the contractor and the State agree to it, or by a hearing if

the contractor and the State do not agree to arbitration.
36.30.627 (b) defines what a claim includes.
36.30.629 allows the state to subpoena people and documents, and to take depositions, in hearings and 
arbitrations defined in this chapter.
Section 6: This section changes “controversy" to "claim" as it applies to binding and final arbitration.
Section 7: Currently, a contractor is not allowed to recover his costs or attorney fees. This new section 
allows the party who prevails in the case (the State or the contractor) to collect fees, and also to make a 
settlement offer, under the Alaska Rules of Civil Procedure.
Section 8: This substitutes for “and", thus making the Commissioner’s delegation powers in the appeal 
of a decision inclusive of all the sections 36.30.590 through 36.30.630.
Section 9: This section more clearly defines who receives the State’s decisions and shortens the time 
frame.
Section 10: “Controversy or clairrf' becomes “contract clairrf' as regards penalties for misrepresentation.
Section 11: “Expeditious administrative review becomes “expeditious arbitration, hearing, and other 
administration review”
Section 12: A new section is added to establish a venue for arbitration or hearing and a time frame for the 
State to issue a final decision. It also encourages the arbitrators or hearing officers to deliver timely 
decisions by disqualifying for a year them if they do not. Finally, it provides that any money awarded in the 
decision shall be paid within 45 days.
Section 13: A new paragraph is added giving the commissioner of administration power to adopt 
regulations establishing the procedures for arbitration and the qualifications for arbitrators.
Section 14: This removes “hearing" from the definition of arbitration.
Sections 15.16. and 17 are temporary “uncodified" acts establishing 1) that the bill applies to a contract 
entered into on or after the bill’s effective date, 2) that the commissioner of administration may immediately 
adopt regulations to implement the bill, and 3) that “controversy” be replaced with “claim" in all applicable 
statutes.
Section 18 provides for the bill to become effective immediately upon passage.
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APF-22-03 TUE 16:37 ASSOC. GENERAL CONTRACTRS FAX NO. 562-6118 p. 01/02

.1ISOCIATED GENERAL CONTRACTORS of ALASKA

80 5 SCHOON STREET, SUITE 100 • ANCHORAGE, ALASKA 99518 
TE .EPHONE (907) 561-5354 • FAX  (907) 562-6118

April 22, 2003

Representative Jim Holm 
Co-Chair Transportation Committee 
Alaska House of Representatives 
Juneau, Alaska 998801-1182

Re: House Bill 250

Dear Representative Holm:
On behalf of the more than 600 member firms of the Alaska Chapter of the Associated 
General Contractors of America, I would like to express our support of House Bill 250. 
For more than two years, AGC has been meeting with the Alaska Department of 
Transportation and Public Facilities to resolve problems with the current construction 
claims process. HB 250 reflects the modifications that the parties agree are merited at 
this time.
The goals of the parties when discussions were initiated were to:

1. Streamline the system
2. Strive to improve the fairness of the process, and
3. Allow the prevailing party to recapture some of its costs associated with the 

claim.
AGC believes that HB 250 represents a significant improvement over the current claims 
process and achieves the goals set forth ai the start of our deliberations.
AGC has not only worked closely with the Department of Transportation and Public 
Facilities, it has also sought the advice and consent of the Departments of Law and 
Administration, in so doing, AGC strived to minimize, if not eliminate, opposition to the 
bill. At this point we are unaware of any group or organization that may object to the HB 
250.

FAIRBANKS SOLDOTNA
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APF-22-03 TUE 16:38 ASSOC. GENERAL CONTRACTRS FAX NO. 562-6118 P. 02/02

Accordingly, we request your support of this bill. 

Sincerely,
ASSOCIATED GENERAL CONTRACTORS 

OF ALASKA

r̂ —  —

Richard Cattanach 
Executive Director



&R-23-2003 WED 09:29 All GOODFELLOW BROS. INC FAX NO. 9075229656 P. 01

l f |  G O O D F E L L O W  B R O S . ,  I N C .  — G E N E R A L  C O N T R A C T O R —

Regarding: Revision to the Construction Claims Bill HB250

The construction claims bill that Associated General Contractors and the Department of 
Transportation and Public Facilities worked on for more than two years was introduced 
last week and moved from its first committee o f referral. This bill attempts to speed up 
the claims process and allows the collection o f some o f the claims costs (i.e. attorney 
fees, accounts and claims consultants, etc.). We feel that this bill is more fair to all the 
parties involved in a claim. Please regard this as a letter o f support for House Bill 250.

Respectfully,

C U  1630

April 23,2003

Alaska State Legislature 
State Capitol (MS 3100) 
Juneau, Alaska 99801-1182

Attention: Representative Jim Holm Fax. (907) 465-2937

Ben A. Northcy 
Alaska Manager

11710 S. GAMBELt STREET ■ ANCHORAGE, AK 99515-3A43 ■ PHONE; (9071522-9455 ■ FAX: |90?) 522-9454



m  CONSTRUCTIOApril 22, 2003

Representative Jim Holm 
Alaska State Legislature

6 4 4 1  S o u lh  A irp a rk  P la c e  
A n c h o ra g e . A la s k a  9 9 5 0 2 - 1 8 0 9  

( 9 0 7 )  2 4 5 - 1 8 6 5  
F ax : ( 9 0 7 )  2 4 5 - 1 7 4 4

State Capitol (M S3100)
Juneau, AK 99801

Subject: HB 250

Dear Representative Holm:

Knik Construction Co., Inc. folly supports revisions to the State o f  Alaska contracting 
methods contained within HB 250.

Knik Construction Co., Inc. has been in business since 1973 and has performed many 
projects for the State o f Alaska during its existence. As we understand the revisions 
contained within HB 250, the claims process would be timelier and allow the collectior 
o f  some o f the claims by the contractor; such as attorney fees and claim consultants.

For these reasons Knik would encourage your support o f  HB 250.

Very Truly Yours,

KNIK CO N STR U CTIO N  CO., INC.

c

President

SJ:lmg

Cc Richard “Dick Cattanach
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April 24, 2003 Sent Via Fax -  907-465-2937
Representative Jim Holm,
Alaska State Legislature 
State Capitol (MS 3100)
Juneau, AK 99801-1182
Subject: HB 250
Dear Representative Holm,
I am writing this letter in support of HB 250 which addresses current inequities in 
the construction claims resolution process.
I recently settled two significant construction claims with DOT last year for a total 
of $591,000. Swalllng spent a total of $250,000 In outside counsel and expert 
fees to bring those claims to settlement Unlike other legal forums where the 
prevailing party receives some reimbursement for cost Incurred Swalling received 
nothing. This legislation attempts to correct that inequity and gives DOT an 
incentive to address legitimate claims In a timely fashion before the contractor 
incurs significant costs.
I urge you to pass the bill as soon as possible.
Sincererely,
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SPONSOR S TA TEM EN T

House Bill 250. State Contracts
4/14/3

C o n s tru c tio n  c la im s  o c c u r  w h e n  th e  p a r tie s  to  th e  c o n tr a c t  d i s a g r e e  a s  to  w h e th e r  a  sp e c if ic  

e le m e n t  of a  p ro je c t is w ith in  th e  s c o p e  of w o rk  d e f in e d  b y  a  c o n s tru c tio n  c o n tra c t .  F o r 

p ro je c ts  u n d e r ta k e n  by th e  S ta te  of A la sk a , th e  A la s k a  p ro c u re m e n t  c o d e  d e f in e s  a  p r o c e s s  

for re so lv in g  t h e s e  d if fe re n c e s .

Id ea lly  s u c h  a  p r o c e s s  s h o u ld  re s o lv e  d if fe re n c e s  in a  fa ir  a n d  e x p e d it io u s  m a n n e r .

At th is  tim e , h o w e v e r, th e  p e rc e p tio n  in th e  c o n s tru c tio n  c o m m u n ity  is th a t  th e  p r o c e s s  h a s  

slo w ly  d e te r io ra te d  s o  th a t  it is n o  lo n g e r  fa ir o r  e x p e d it io u s . A s n o w  p re s c r ib e d ,  w h e n  a  

c o n tra c to r  file s  a  c la im , th e  p ro c u re m e n t o ffice r in v o lv ed  w ith th e  c la im  initially e v a lu a te s  th e  

c la im  a n d  i s s u e s  a  ruling o n  th e  p e rc e iv e d  m erits . If th e  c o n tr a c to r  is n o t s a tis f ie d , a n  a p p e a l  

is m a d e  to  th e  p ro c u re m e n t o ffice r’s  s u p e rv is o r .

T h e re  is no  rev iew  b y  a n  in d e p e n d e n t  p a r ty  u n le s s  a  c o n tra c to r  e le c ts  to  a p p e a l  th e  

s u p e rv is o r ’s  d e c is io n . E v e n  th e n , th e  h e a r in g  o ffice r is s e l e c te d  b y  th e  S ta te ,  w h ich  r a is e s  a  

c o n c e rn  a b o u t  th e  t ru e  in d e p e n d e n c e  o f th e  h e a r in g  o ff ic e rs , s in c e  th e  S ta te  h a s  s o le  

d is c re tio n  to  m a in ta in  th e  h e a r in g  o fficer list. D e la y s  a r e  ra m p a n t.  J u s t ic e  is d e la y e d .  

C o n tra c to r s  a r e  fo rc e d  to  e x p e n d  m o n e y  d e fe n d in g  th e ir  c la im , b u t  th a t  m o n e y  c a n n o t  b e  

re c o v e re d  in th e  p ro c e s s .  S m all c o n tra c to rs  c a n n o t  a ffo rd  to  p a r tic ip a te  in th e  c la im s  

p r o c e s s  b e c a u s e  of th e s e  c o s ts .  C la im s  of l e s s  th a n  $ 2 5 0 ,0 0 0  a r e  f re q u e n tly  n o t p u r s u e d  

b e c a u s e  of th e  g re a t  e x p e n s e  invo lved . T h e  e n tire  p r o c e s s  is r ip e  fo r rev iew  a n d  rev is io n .

Toll Free: 1-866-465-3466
Rcprcscntorivc_Jiin_Holm@legis.state.ak.us 

Official Business

mailto:Rcprcscntorivc_Jiin_Holm@legis.state.ak.us


T h e  p u rp o s e  of HB 2 5 0  is to  m odify  th e  c o n s tru c tio n  c la im s  p r o c e s s  to  o n c e  a g a in  c r e a te  a  

fa ir  a n d  e x p e d it io u s  c la im s  p r o c e s s .  S p ec ific a lly  HB 2 5 0  will m od ify  th e  p ro c u re m e n t  c o d e  

p e r ta in in g  to  c o n s tru c tio n  c la im s  in th e  fo llow ing m a n n e r :

1. If a  p ro c u re m e n t  o ffice r d o e s  n o t i s s u e  a  w ritten  d e c is io n  by  th e  d u e  d a te ,  th e  

c o n tra c to r  m a y  s e e k  a rb itra tio n .

2 . O n  a p p e a l s  of all c o n s tru c tio n  c la im s , th e  p a r tie s  c a n  a g r e e  to  b in d in g  a rb itra tio n .

3 . T h e  t im e lin e s  fo r d e c is io n s  h a v e  b e e n  t ig h te n e d , a n d  re d u n d a n t  r e q u ir e m e n ts  

h a v e  b e e n  e lim in a te d .

4 . An a rb itra to r  o r  h e a r in g  o fficer w h o  d o e s  n o t is s u e  a  d e c is io n  b y  th e  d e a d lin e  is 

d isq u a lif ie d  fo r a  y e a r .

5 . Q u a lif ic a tio n s  fo r a rb itra to rs  a n d  h e a r in g  o ff ic e rs  will b e  e s ta b l is h e d  by  th e  

c o m m is s io n e r  of a d m in is tra tio n  in re g u la tio n .

6 . T h e  c o n tra c to r  is en title d  to  r e c o v e r  s o m e  of th e  c la im s  c o s t s  in cu rred .

F ro rn p t p a s s a g e  of HB 2 5 0  will e x p e d ite  c o n tra c to r ’s  c la im s  a n d  re tu rn  f a ir n e s s  to  th e  

p r o c e s s .



F I S C A L  N O T E

R e v is io n D a te /T im e (N o te if co rre c t io n ):_______________________Dept. A ffected]____________ DOT&PF
Title State Contracts___________________________________BRU ______________________
_____________________________________________________ ___________ _ Component ______________________
Sponsor Holm_____________________________________________ ______________________

STATE OF ALASKA Fiscal Note Number:
2003 LEGISLATIVE SESSION Bill Version: HB 250

() Publish D a t e : _______

Requester H L&C____________________________________________Component No.

E x p e n d itu re s /R e v e n u e s (T h o u s a n d s o f D o lla rs )
Note: Amounts do not include inflation unless otherw ise noted below.
OPERATING EXPENDITURES FY 2004 FY 2005 FY 2006 FY 2007 FY 2008 FY 2009
Personal Services
Travel
Contractua l
Supplies
Equipment
Land & Structures
Grants & Claims
M iscellaneous

TOTAL OPERATING

IC AP ITA L EXPENDITURES ***
. . . *** #*« . . .

I

CHANGE IN REVENUES ( ) | | I ! !

FUND SOURCE (Thousands o f Do llars)
1002 Federal Receipts
1003 GF Match
1004 GF • ** »*■» •** **• *** *»•

1005 GF/Program Receipts
1037 GF/Menta l Health
O the r (Specify Tvpe-Do not abbreviate)

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0
E s tim a te o f any c u r re n t ye a r (FY2003) c o s t: 0.0
M ark th is b o x (X) i f fu n d in g  fo r th is b ill is in c lu d e d in the G o ve rn o r 's FY 2004 b u d g e t p ro p o s a l: 

POSITIONS
Full-time
Part-time
Temporary

ANA LYS IS : (Attach a separate page if necessary)
*** The additional costs associated w ith this bill are based on historica l cla im s costs. The base line costs fo r the Rule 
79 and 82 provis ions, requiring the paym ent o f A tto rney fees and claims costs, are estim a ted a t $145 ,000 per year. 
(The historica l high would have been $341,000 per yea r and the low would have been $7,300 .) Th is base line may be 
increased based on such factors as com plex ity o f litigation, length o f trial, etc. The $145 ,000 has not been adjusted 
fo r Rule 68 offers o f judgem en t as they are not easily applied. In addition to the an tic ipa ted Rule 79 and 82 costs, 
there will be additional attorney fees associa ted w ith litigating these awards. This is estim a ted a t 20 hours per claim 
or $6,000 per year. Most construction cla im s are associa ted w ith federal funded pro jects , however, Rule 79 and 82 
costs and fees are not e lig ible for federal partic ipa tion and wou ld have to be paid w ith Genera l Fund dollars.
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