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Chairman Cox, Chairman Harkins, I'm Drew Simpson, Regional Manager for the Keystone Mountain
Lakes Council of Carpenters.

First, let me say my organization is grateful to you and the Committee for your willingness to hear our
input into proposed legislation relating to lndependent Contractor Misclassification in the construction
industry.

Several weeks ago, my colleague Tom Breslin testified before you on the chilling impact this illegal
practice has on state economies and the disadvantages placed on law abiding employers in the
construction industry.

ln 2010, the legislature passed AcI72 to address the issue of misclassification. Given almost a decade
has passed between then and now, I think we can objectively evaluate where the law hits the mark and
where it falls short. ln our view, it's not necessary to reinvent the wheel so to speak, we don't need
more process. We need resources to address better enforcement, and we need penalties to create a

deterrent to discourage this illegal practice.

Misclassification is fraud, tax fraud, and should be treated as such. For example, the tax code states in
part, "lntentional failure on the part of a party to collect or remit the full tax due may subject the
taxpayer to a 50% penalty." That might catch someone's attention.

HB 173 and717 attempt to increase penalties, but our experience is that monetary fines even at the
52,500 level are an insufficient deterrent. Further, HB 173 appears it would only apply to
Commonwealth work, which if our reading is accurate would amount to a roll back from what exists
presently.

HB 7L7 and 718 reference Stop Work orders, which could serve to be an effective tool in combating the
practice of misclassification. By shutting down a project, it brings the end user or project owner front
and center. Often these individuals plead ignorance to the activities taking place at ground level on
projects they are financing. Stopping work on a project would have economic implications to the owner,
thus putting the onus on them to bring the practice to an end. ln 2OL7, the legislature passed Act l-32,
which gives the Secretary of Labor and lndustry the power to shut down employers over failure to pay

required Workers Compensation taxes, and the legislature is to be commended for that.

However, for Stop Work Orders to be truly effective, they require immediate application. A drawn-out
process such as that outlined in 718 really wouldn't be effective in the construction industry. By the time
that process concludes, chances are the work would be completed, the contractor has moved on and
the Stop Work Order rendered useless. lt appears that the Workers Compensation Act already offers
that authority to municipalities when notified that workers comp coverage or self-insured status does
not exist.

ln New Jersey, there is legislation pending that would empower the state Labor Commissioner to shut
down projects if they determined laws were being broken. The Committee might want to consider
something similar here in Pennsylvania.

HB !297 effectively serves as self-declaration of lndependent Contractor status, which is troublesome
on multiple levels. While our membership is not engaged in the home improvement marketplace, self-
declaration could open the door for perpetuation of the existing problem and for contractors engaged



both in and out of that market, it would create two different standards which is bound to lead to
confusion.

Finally, HB 715, pertaining to written agreements for lndependent Contractors, we believe that would
be helpful toward facilitating compliance with the existing statute.

So, in summary, we could support HB 715, oppose HB L297, and the remaining bills, 173, 7!7 and718,
as well intended as they may be, would require some extra work in our view.

Again, thank you and I'm happy to answer any questions.




