


COMMITTEE REPORT
HOUSE

4 / 2 1 / 3 1  FURTHER:

(r>)
D a t e :  _____________________________

M r .  S p e a k e r :

T h e  C o m m i t t e e  on  t v -ot; < n o : ________________h a s  h a d ___________ ur,  ___________

"in Act relating to interest on public construction contract p a y m e n t s .

under consideration and reports it back as follows:

[ ] do  p a s s  [ ] do  n o t  p a s s

[ ] do  p a s s  w i t h  a t t a c h e d  a m e n d m e n t s ( s )
[ ] s a m e  t i t l e

[ r e p l a c e  w i t h  CS f o r  ■/ l • • A ■- i [ ] n e w  t i t l e

a n d  r e c o m m e n d s  )

[ ] AND a t t a c h e s  a " L e t t e r  o f  I n t e n t "  [ ] New F i s c a l  N o t e

[ ] r e p o r t s  i t  b a c k  w i t h o u t  r e c o m m e n d a t i o n

[ ] r e f e r r e d  t o  t h e  _________________________________________________ C o m m i t t e e

MEMBERS SI GNING MEMBERS HAVING
DO PASS OTHER RECOMMENDATIONS:

H 60 (Rev. 3 / 8 1 )

CHAIRMAN
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KENAI PENINSULA BOROUGH
B O X  8 5 0  • S O L D O T N A .  A L A S K A  9 9 6 6 9  

P H O N E  2 6 2 - 4 4 4 1
STAN T H O M P S O N

mayor

May 19, 1981

House of Representatives 
State Capitol
House Labor and Ooitmerce Conmittee 
Pouch "V"
Juneau, Alaska 99811

ATIN: House Representative Hurlbert

SUBJECT: House Bill #518

Dear Mr. Hurlbert:

The following conments are submitted for your consideration regarding 
House Bill #518.

Contracts are normally written to allow 30 to 45 days from submission of 
a pay request to payment. The same limitations should apply to 
interest. Interest sliould not accrue until a minimum of thirty (30) 
days after submission or until payment is due.

Chapter 90, SEC 36.90.001 b. should be revised to read: Interest accrues 
thirty (30) days after the date of approval of a pay estimate until the 
date of payment to the contractor or application toward the obligation 
of the contract under the contract.

Your consideration is appreciated.

Sincerely,

Stan Thompson 
Mayor

ST:pe

cc: Don Gilman
Hugh Malone 
Pat O'Connell



THE LEGISLATURE OF T H E  STATE OF ALASKA 

TWELFTH LEGISLATURE

.FIS C A L  _ M Q T £ .

I. REQUEST
Bill/Resolution No. CSHB 518
TiMe I n t e r e s t  on p u b l i c  c o n s t r u c t i o n  c o n t r a c t  payment s  
Requested by H. Labor  & Commerce Commi t t ee  ____________ Date S / l / m

II. FISCAL DETAIL
Agency Affected De pt ,  o f  T r a n s p o r t a t i o n  & P u b l i c  f a c i l i t i e s
Program Category Affected____________________________________________
BRU, Program, or Subprogram(s) Affected____________________________________ _____________
(Note: If more than one budget component is affected, separate line-iiem amounts and funding for each 

component in the analysis section.)
EXPENDITURES (Thousands of Dollars)

-  • F Y !81 FY82 FY83 FY84 FY 85 FY 8 6

100 PERSONAL SERVICES
200 T R A V E L
300 C O N T R A C T U A L •

400 - COMMODITIES •
500 EOUIPMENT •

600 L A N D  & STRUCTURES I S O *
700 GRANTS. CLAIMS. ETC.

T O T A L
65.CF

FUNDING (Thousands of Dollars)

G E N E R A L  F U N D 65.0*

F E D E R A L  FUNDS
O T H E R  (Soecifv Fund Source)

•

POSITIONS

FULL TIME *

P A R T  TIME
T E M P O R A R Y

*Assume i n c r e a s e s  w i t h  i n f l a t i o n .

III. ANALYSIS (See Fiscal Note Preparation Instructions, Section III) 

See  a t t a c h e d .

IV. D A T E   PREPARED BY
A G E N C Y  •$>£>■ 

Original: Legislative Finance P H O N E . 4>
cc: Budget and Management

Prime Sponsor (First Legislator Named)

33-001 (Rev. 12/79)



FISCAL NOTE: CSHB 518 -  I n t e r e s t  on p u b l i c  c o n s t r u c t i o n  c o n t r a c t  pa yme n t s .  
Page  Two

The change  made i n  t h i s  b i l l  i s  s uppos ed  t o  make i t  so i n t e r e s t  i s  
r e q u i r e d  o n l y  on r e t a i n a g e  and  n o t  on r e g u l a r  pa yme n t s .  I t  ? p p e a r s  t h a t  
AS 3 6 . 9 0 . 0 0 1 ( b )  s h o u l d  be c hanged  t o  c l a r i f y  t h a t  i n t e r e s t  i s  r e q u i r e d  
o n l y  on r e t a i n a g e  by a d d i n g  t h e  words  "on r e t a i n a g e "  be tween " a c c r u e s "  
and  " f r o m" .

I f  i n t e r e s t  i s  r e q u i r e d  on a l l  p a y me n t s ,  t h e  c o s t  would have been  
a p p r o x i m a t e l y  $ 1 . 9  m i l l i o n ,  i n c l u d i n g  f o u r  p o s i t i o n s  f o r  c a l c u l a t i o n  o f  
t h e  i n t e r e s t ,  r e g i o n a l i z a t i o n  o f  t h e  payment  p r o c e s s ,  and a c c e l e r a t i o n  
o f  t h e  pa yme n t s .  T h i s  i s  bas ed  upon a 24 day payment  a v e r a g e .

I f  i n t e r e s t  i s  o n l y  r e q u i r e d  on r e t a i n a g e s ,  t h e  t o t a l  c o s t  t o  
DOT/PF would be a p p r o x i m a t e l y  $ 6 5 , 0 0 0  p e r  y e a r .  C u r r e n t l y  t h e  d e p a r t -  • 
ment  has  a p p r o x i m a t e l y  $ 6 0 0 , 00 0  h e l d  in r e t a i n a g e .  The s e  amount s  a r e  
m a i n l y  r e l a t e d  t o  o l d e r  a g r e e m e n t s  f o r  work by u t i l i t y  f i r m s  f o r  t h e  
movement  o f  u t i l i t y  l i n e s  i n  c o n j u n c t i o n  w i t h  c o n s t r u c t i o n  p r o j e c t s .  
S i n c e  we do n o t  haye  i n s p e c t o r s  t h e r e  d u r i n g  t h e  wor k i ng  p e r i o d  by t h e  
u t i l i t y ,  we do n o t  hqye a good method t o  a s s u r e  t h a t  t h e i r  b i l l i n g s  a r e  
c o r r e c t  u n t i l  A u d i t .  We e x p e c t  t o  c o n t i n u e  t o  h o l d  r e t a i n a g e  on t h e s e  
t y p e s  o f  a g r e e m e n t s  eyen i f  we a r e  r e q u i r e d  t o  pay i n t e r e s t .
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