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Increased Liability for Unpaid Wages and Benefits to Employees

Recent legislation in Oregon focused on wages and payment standards for both private and
public projects.

In June 2025, Governor Tina Kotek signed Oregon Senate Bill (“SB”) 426 into law. This new
law reveals the heighted level of scrutiny Oregon’s legislature is placing on its “unrepresented”
workforce in the state’s construction industry. Specifically, SB 426 holds property owners and their
contractors within the construction chain jointly and severally liable for unpaid wages to any
“unrepresented employee,” — those without collective bargaining agreement.

For example, a general contractor may find itself liable if a subcontractor fails to pay its
employees who are not members of labor unions. If that subcontractor fails to pay an unrepresented
employee during the life of a project, the general contractor would likely be forced to compensate
that employee (in addition to what the general contractor is already paying for the work itself)
should a payment-related dispute arise. This is true even if the general contractor had no knowledge
of its subcontractor’s failure to pay an employee’s wage or extend benefits to a group of
unrepresented employees.

To file suit, an unrepresented employee must send written notice of the alleged payment
violation to the owner and general contractor. Upon receipt, the owner and general contractor have
21 days to correct the violation. These employees must commence suit within two years from the
date their wages became due.

Although indemnity provisions were expressly invalidated under this law, the law does provide
a mechanism for the owner or general contractor to seek recoupment from the subcontractor who
failed to pay its employee, but success is not guaranteed. A general contractor must file a separate
lawsuit to recover its funds, including the wages it was forced to pay to the unrepresented employee
as a result of the subcontractor’s omission and attorney fees.

BBG Oregon Construcbon 0703 Lega(Review 9



This law will require general contractors to ensure they are mitigating payroll risks at all levels
of the contracting chain. To accomplish this goal, general contractors should vet all contractors’
financial positions with greater scrutiny before signing contracts, implement stricter payroll quality
control measures during a project’s lifecycle, and bolster their contracts to require routine payroll
submission records.

Contractors Will Pay the Prevailing Wage Rate for Off-Site Custom Work

Before House Bill (“HB”) 2688 was signed in July 2025, Oregon state law required general
contractors completing public works projects valued over $50,000 to pay the “prevailing wage
rate” (“PWR?”) to its workers. The law charges Oregon’s Bureau of Labor and Industries (“BOLI”)
with the responsibility of ensuring the state’s general contractors pay their geographically
proximate, off-site workers at a rate comparable to those earned by on-site workers.

Beginning July 1, 2026, BOLI will enforce the new payment regime established by HB 2688
by ensuring the state’s general contractors are paying off-site and on-site workers the PWR. This
means that off-site workers that complete custom work in service of a public works project, such
as precast concrete or steel prefabrication, are owed the same PWR as the general contractor’s
employees who work on the job site.

BOLI has not yet implemented regulations that interpret HB 2688. This could lead to
uncertainty regarding implementing the statute. On one hand, HB 2688 is clear that “public works”
includes developments to roads and highways, any infrastructure project that uses more than
$750,000 of funding from a public agency, and any privately funded project where a government
agency will ultimately occupy more than 25% of the project’s square footage. However, HB 2688’s
broad definition of “bespoke fabrication” could leave off-site subcontractors wondering if their
work qualifies to receive the PWR classification. Further, Governor Kotek’s signing letter signals
that she expects mass timber and prefabricated homes to not be defined as “bespoke,” although
this expectation has not been tested. Her office and BOLI are collaborating to streamline the
rulemaking process surrounding the law’s interpretation and implementation.

Particularly in light of Oregon adopting SB 426, careful scrutiny of subcontracts is warranted
to ensure wage requirements comply with the law.
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