


STATE OF ALASKA

FISCAL NOTE {'Revision Date , 1983
REQUEST U. FISCAL DETAIL
3i VI/Resolution No.: RB205/21Q Agency Affected: AH
Title: Rel ating to Payment of Interest Program Category Affected: All
SponsorT Duncan/Shultz by State BRU, Program of Subprogram”) Affected:

Requestor: House State Affairs

EXPEnNOITURES/REVENUES: (Thousands of Doll ars)
FY 83 FY 84 FY 85 FY 86 FY 87 FY 88

OPERATING
100 PERSONAL SERVICES
200 TRAVEL 1
300 CONTRACTUAL ! i

400 COMMODITIES
500 EQUIPMENT
600 LAND & STRUCTURES

700 GRANTS, CLAIMS, ETC 0 1,125.r1.125.r1,125.Ff1,125. M1.1.?5_f
1
TOTAL OPERATING 0 1,125.01,125.01,125.01,125.0(1,125.0
re REVINUT
mUNDING:  (Thousands of Dollars)
........ GENERAL Flind' 0 1,125.0tl, 125.07,125.01.125.01.125 O
FEDERAL FUNOS I,
OTHER (Specify Source) 1 1
i
POSITIONS:
FULL-TIME 1
PART-TIME 1
TEMPORARY _ ' I
[
I11. SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:
No source identified by the Legislature.
IV. ANALYSIS: Attach a separata page for any Analysis
Prepared By: Tom Haas, Actting Director Phone:  465-2240
Division: Date: 3/17/83
Approved by Commissione”™I"Tsa R ud d Date: 3/17/83
Department: / Administration
Distribution:

Original to Legislative Finance
Copy to Office of Management ana Budget (for Legislature introduced bills)

Copy to Department (for Governor introduced bills)
Copy to Sponsor ,



Fiscal Note: HB 2057210 March 17, 1983
1v. ANALYSIS

The Department of Administration is opposed to this Legis—
lation, not because we disagree with the idea of the State
paying its bill in a timely manner, but because we feel there
are better ways to address thisproblem. In determining the
fiscal impact on mandatory payment of interest, it is impos—
sible to place a definite dollar amount for the cost. Many
items must be taken into consideration.

First, in order to calculate what the interest cost would
oe, a detailed analysis would be necessary to determine what
the dollar amount of bills paid in excess of 30 days might be.
Readily available information does not exist. However, to show
what the potential impact nightbe, we offer this example,
making a number of assumptions.

On the assumption that the State annual budge.; is $3.0
billion and that 50% of that budget represents vendor payments
effected by this legislation. Further we assume that 5% of the
vendor payments might be subject to penalty as defined in the
Legislation. Based on these assumptions, the interest penalty
could be as h:Tmh as $1,125,000.00.

Calculated as follows:

$3,000,000,000.00 Annual Budget
X  50%

$1,500,000,000.00 Potential Vendor Payments
X 5%

$ 75,000,000.00 5% Subject to Penalty
X 0.15%

1,125,000.00 Interest Penalty for Bills Paid
———————————————— in Excess of 30 Days.

The preferrable way to avoid penalty payments is to pay
vendors within the 30 day period. This 1is and always has been
the goal of the Department of Administration. The only effec—
tive way o : doing this is either to divert current staff of the
various State agencies to the effort of paying bills timely or
to develop the agencies internal procedures and the Department
of Administration®s automated systems 1in order to address the
payment problem. The cost to the State 1in providing additional
staff or a bill paying effort that would pay all bills within
30 days using the current system has not be determined. The
Department of Administration is currently in the process of



Fiscal Note: HB 2057210 March 17, 1983

redesigning the statewide accounting system which will 1include
features that will improve the bill paying and tracking capa—
bilities of the State.

While we recognize the problem of paying vendors 1in a
txmely manner is a serious matter, we should point out that for
the most part, vendors are paid timely. For a 12 month period,
the State paid on the average of 70,200 invoices a month.
During that time, the-average payment time was 29 days. The
high monthly average was 33 days while the low monthly average
was 24 days. During this period, only two months exceeded 30
days payment time.

In addition to the costs of attempting to improve the
payment time and the potential interest penalties, we should
also consider the cost of increased bureaucracy that would be
involved in determining what payments would be subject to
penalty, what period of time would be covered, as well as the
logistics of making the interest payments, all of these would
be costs to the State in time and effort.

Lastly, it should be noted that the funding of the
interest payments would need to be 100% State funds. We have
been advised by the U S. Office of Management and Budget that
the Prompt Payment Act (P.L. 970177) prohibits the use of
Federal grant funds for the agencies that are primarily
federally funded. (Copy of OMB letter attached)

Again, we are not opposed to timely payment of vendor
bills but are concerned with the methou of achieving that goal.



EXECUTIVE-OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON, D.C. 10503

December 14, 1982

MEMORANDUM

SUBJECT: Payment Practices

It has come to our attention that several States have laws, or
are considering legislation, that requires the payment of
interest penalties to contractors when bills are paid late.

This is to alert you to the fact that the Prompt Payment Act
(P.L. 97-177) prohibits the use of Federal grant funds for the
payment of such interest penalties. The act says

"(A) in no case shall an obligation to pay such
interest penalties be construed to be an obligation
of the United States, and

"(B) any payment of such 1interest penalties shall
not be made from funds provided to the grant recip—
ient by a Federal agency, nor shall any non-Feaeral
funds expended for such interest penalties be counted
toward any matching requirement applicable to that
grant."

We would appreciate your alerting your staff to this prohibition
to assure that the Federal Government 1is not charged improperly
for interest penalty costs.

0

Jo
Deputy Associate Director
for Financial Management




EXECUTIVE-OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON. D.C. 20503

December 14, 1982

= \\EMORANDUM

SUBJECT: Payment Practices

It has come to our attention that several States have laws, or
are considering legislation, thav requires the payment of
interest penalties to contractors when bills are paid late.

This 1is to alert you to the fact that the Prompt Payment Act
(P.L. 97-177) prohibits the use of Federal grant funds for the
payment of such interest penalties. The act says -

"(A) in no case shjj.1l an obligation to pay such
interest penalties be construed to be an obligation

of the United States, and

"(B) any payment of such interest penalties shall
not be made from funds provided to the grant recip-—

ient by a Federal agency, nor shall any non-Federal
funds expended for such interest penalties be counted

toward any matching requirement applicable to that
grant."”

We would appreciate your alerting your staff to this prohibition
to assure that the Federal Government 1is not charged improperly

for interest penailty costs.

0

Jobh J. Lordan
Deputy Associate Director
for Financial Management



United States Department of the Interior

OFFICE OF INSPECTOR GENERAL
CONTRACT * GRANT OPERATIONS
flON. QUINCY ST, ROOM-40TTL
ARLINGTON, VIRGINIA"22217 '

By €
\\

Memorandum
To: All Bureau and Agency Heads
From: Chief, Contract & Grant Operations

Subject: Payment Practices

| am attaching a memorandum dated December 1A, 1982, from the Office of

Management and Budget concerning the use of Federal grant funds for the’
payment of- interest penalties. The memorandum cites the Prompt Payment Act

which prohibits this practice.

Your program officials and staff should be alerted concerning this
prohibition.

Andrew H. Payne

cc: Cecile Coleman w/copy of incoming



INTERIM OFFICE: JM asfea j§iate ~5egfelafun>

1024 WEST SIXTH AVENUE
ANCHORAGE, ALASKA 99501
(907) '274-2843 _
AprBssutatite (Abt/nfr

IN SESSION: CHA'RMAN

POUCH V
JUNEAU. ALASKA 9BB11
(907) 403.4953

£€mrse (Emvatttiiee on Jiiato “farrs

AGENDA
date: 3/17
TIME: 1:00 P.M., ROOM 102
[ Call the-meeting lu order

A NOTE THE COMMITTEE MEMBERS PRESENT AND WELCOME THOSE
OBSERVING THE MEETING.

B. REMIND THOSE WHO HAVE NOT SIGNED-IN TO DO WHO WISH
TO TESTIFY, AND REMIND THOSE GIVING TESTIMONY TO
SPEAK UP AND STATE THEIR NAME, ADDRESS AND PHONE NUM-—

BER BEFORE TALKING.

ii. Announce legislation under consideration:

MB 205 - AN ACT PROVIDING FOR PYAMENT OF INTEREST BY STATE AGENCIES ON
OBLIGATIONS NOT TIMELY PAID, *3/*» 'tU*0AW U

HB 210 AN ACT RELATING TO PYAMENT FO FPURCHASES BY THE STATE. SJo/TZ
STtTy.So”

COMMENTS FROM ELAINE ON HB 205: AS A FORMER STATE EMPLOYEE WITH DEPT,
OF NATURAL RESOURCES, WHO APPROVED INVOICES FOR PAYMENT IN A TIMELY
MANNER T AM OPPOSED TO THIS BILL BECAUSE:

1) AFTER YOU APPROVE AN INVOICE AND SEND IT TO JUNEAU FOR A CHECK TO

BE ISSUED, EVEN IF YOU SEND IT THE VERY DAY YOU RECEIVE THE INVOICE, IT
TAKES APPROX, 6 WEEKS FOR THE VENDOR TO RECEIVE IT, IF THERE 1S A PENALTY
OR INT, FOR LATE PAYMENTS, THE INDIVIDUAL DIV. WITHIN THE DEPT. WOULD

BE PENALIZED RATHER THAN THE ADMINISTRATIVE SECTION WHO IS RESPONSIBLE FOR
ISSUING THE CHECKS IN THE FIRST PLACE, THEREFORE, IF THERE IS INT. TO

BE PAID IT SHOULD COME OUT OF THE ADM. BUDGET AND NOT THE |IND. DEPT, OR DIV/:

-OTHER NOTES OR REMINDERS:
21 PRIVATE INDUSTRY IS MAKING A LOT OF MONEY FROM STATE PURCHASES, IF NOT
FOR THE STATE, MOST PRIVATE CO. WOULD NOT BE AR9HNB-TRRAY- NI AFFI IIFN.T....
THEREFORE; SIX WtbKS 1S NOT TOO LONG TO WAIT WHEN THE STATE BUYS 2MILLION
DOLLARS WORTH OF XEROX PAPER ALONE, EACH YEAR, FROM YOS JUST TN fiNF FXAMPIF,
(PLEASE "RAKE--tHPS-PO4NFS AT THE MEETING IN VOUR OWN IRISH WAY) 1 THINK
THEY ARE VERY VALID



MAN VV &
STATE OF ALASKA '

PRELIMINARY STATEMENT OF FISCAL IMPACT

Bill Me: HE 205 Date on Bill: 2-16-83
TitlerAcr; providing for payment of interest by state agencies on obligations. ..

Sponsor: Duncan
Requestor:

1. Estimated fiscal impacts on: ¢

a. Expenditures: .
(Thousands of Dollars)

4

Fy 83 FY 84 Fy 85 1 FY 86
Capital i
Operating 99.2 104.2 1 109.4
Total 99.2 104.2 1 109.4
b. Revenues:
Revenue | | 1 | | | h - |

2. Source of funds to offset fiscal .impact-of bill:

‘Not specified by sponsor.

3. Assumptions: . -

-..Currently there is no method within the system to identify invoices that have not been
paid within 30 days from receipt. The department average payment time from the date of
invoice to date of payment is less than 30 days. However, we can assume there are invoices
that are not processed within 30 days of receipt. The interest payments that may be

required should be nominal. Additional staff would be required to investigate each
inquiry, make a determination as to whether interest is due, calculate the interest
and process the payment. The designated employee in each region should be at the
Accounting Technician | or higher level of responsibility.

4. Disclaimer:

This statemer.: has not been reviewed by the OMB in the Office of the Governor.
fore does not represent the final estimate of fiscal impact.
Prepared By: Jim Slocum . Phone:  465-3911
Di ViSiOn: Financial Management Date: 3/4/83
Approved by Commissioner: I \-n Date: 7 - £3
Department: Transportation & Public Ffrbil*ties

5. Distribution:
Original to Legislative Finance
Copy to OMB
Copy to Sponsor
Copy to Requestor 2/15/83

due

It there—



MEMORANDUM State of Alaska

ro Administrative Officers DATE.
All Agencies

r
$M! Alexander

// Pre-Audit Supervisor
Division of Finance
Department, of Administration

December 3, 1981

FILE nc

TELEPHONE NO. 465-2260

SUBJECT. Payment Time

After reviewing the Vendor Analysis for the month of November, it has
been determined that it took the State an average of 26 days to pay its
bills during this month. This is a four day decrease over November of

last year. The schedule below shows the payment time for ea"ch agency.
Payment Payment
Agency Days eAgency Days
Office of the Governor Commerce and Economic
Fiscal - Juneau 26 Development 29
Military Affairs 40
Administration Natural Resources 33
Fiscal - Juneau 25 Fish and Game 55
Fiscal - Anchorage 34 Public Safety 21
Employee Housing 29 Environmental Conservation 29
Public Defender 35 Community & Regional Affairs
Public Broadcasting 79 Fiscal 21
Lew 26 CETA Division 25
Revenue- Municipal Grants 4
Fi seal 27 Transportation and Public
Garnishments 7 Facilities 34
Education Fiscal 36
Fiscal .28 Anchorage 38
Vocational Rehabilitation 38 Fairbanks 29
District School Support 17 Anchorage Airport 47
Health & Social Services Southeast
Fiscal 30 Ombudsman 8
Public Assistance 7 Legislative Affairs 6
Social Services 7 Legislative Fina .ce ~2
Labor Legislative Audit 7
e Fiscal 20 Alaska Court Systenm 21

Anchorage Support Service 25

FIHFR! 1/120781-5/32



MEMORANDUM State of Aiaska

to. Administrative Officers date;: December 10, 1982

All Aaencies
FILE NO:

TELEPHONE NO: 465-2260

ry. Sue Alexander subject: Payment Time
-Pre-Audit Supervisor

Division of Finance

Department of Administration

After reviewing the Vendor Analysis for the month of November, it has
been determined that it took the State an average of 25 days.to pay its
bills during this month. This is the same number of days as November of
of last year. The schedule below shows the payment time for each

agency.
Payment" I Payment
Agency: Days Agency Da’
Office of the Governor Commerce and Economic
Fiscal - Juneau 20 Development
Fiscal - Anchorage 33 Fiscal 17
Administration Small Business Loans 14
Fiscal - Juneau 31 Energy & Power 29
Fiscal - Anchorage 10 AK Power Authority 17
Employee Housing 34 Military Affairs 39
Public Defender 19 Natural Resources 37
Leasing a Facilities 16 Fish and Game 65
Telecom Systems - Anch. 26 Public Safety 15
Alaska Broadcasting Comm 13 Environmental Conservation 16
Older Alaskan Comm 13 Community & Regional Affairs
Law 23 Fisc?! 11
Revenue CETA Division 12
Fiscal 13 Municipal Grants 18
Garnishments 5 Transportation and Public
Education Facilities
Fiscal 25 Fiscal 37
Vocational Rehabilitation 42 Anchorage 22
Council of the Arts 21 Fairbanks 24
Het 1th & Social Services Anchorage Airport 16
+ Fiscal _ 26 Southeast 25
Public Assistance 2 Ombudsman 4
Social Services 14 Legislative Affairs 36
Handicapped Child Prog. 44 Legislative Finance 5
Labor Legislative Audit 5
Fiscal I Alaska Court System 31

MSA/gyr
14D1/1209- 1/F26 e # /rt-o ckdXp tTp JXVjadee. 7~0 d b -ft $ PN

02-003 A(Rrv.10/79)



MEMORANDUM

to. Administrative Officers
All Agencies

\V /TN

Sue Alexander
\j / Pre-Audit Supervisor

State of Alaska

date: November 10, 1982

FILE NO:

465-2260

telephone no:

subject:

Payment Time

After reviewing the Vendor Analysis for the month of October, it has
been determined that it took the State an average of 25 days to pay its

w Division cf Finance
Deoertment of Administration
bills during this month.
last year.

Payment

Aoencv: Days
Office of the Governor

F’scal - Juneau 20

Fiscal - Anchorage 32
Administration

Fiscal - Juneau 26

Fiscal - Anchorage 15

Employee Housing 25

Public Defender 19

Leasing & Facilities 8

Telecom Systems - Anch. 24

Alaska Broadcasting Comm 6

Older Alaskan Comm 14
Law 23
Revenue

Fiscal 11

Garnishments 5
Education

Fiscal 17

Vocational Rehabilitation 40

Council of the Arts 27
Health S Social Services

Fiscal 28

Public Assistance 8

Social Services 15

Handicapped Child Prog. 50
Labor

Fiscal
MSA/cjk Pr

44F1/0614-1

00! /-.(Re,. 10/79)

Aoencv:

Commerce and Economic
Development
Fiscal
Small Business Leans
Energy & Power
AK Power Authority
Military Affairs
Natural Resources
Fish and Game
Public Safety
Environmental Conservation
Community & Regional Affairs
Fiscal
CETA Division
Municipal Grants
Transportation and Public
Facilitios
Fiscal
Anchorage
Fairbanks
Anchorage Airport
Southeast
Ombudsman
Legislative Affairs
Legislative Finance
Legislative Audit
Alaska Court System

This is a three day increase over October of
The schedule below shows the payment time for each agency.

Paym
ml

17
13
22
13
35

63
18
21

14
13
19

31
22
26
20
28

42

30



MEMORANDUM

tats of Alaska
to. Administrative Officers date; October A, 1932
All Agencies
FILE NO:
N\ / TELEPHONE NO: 465-2260

Sue Alexander
\ y Pre-Audit Supervisor
‘A/Division of Finance
Department of Administration

subject: Payment Time

After reviewing the Vend™~ Analysis for the month of September, it has
been determined that it ock the State an average of 33 days to pay its
bills during this month. This is a five day increase over September of

last year. The schedule below shows the payment time for each agency.
Payment Paymen
Agency: Days Agency: Days
Office of the Governor Commerce and Economic
Fiscal - Juneau 36 Development
Fiscal - Anchorage 37 Fiscal 31
Administration Small Business Loans 9
Fiscal - Juneau 37 Energy & Power 44
Fiscal - Anchorage 15 AK Power Authority 0
Employee Housing '20 Military Affairs 31
Public Defender 25 Natural Resources 30
Leasing & Facilities 12 Fish and Game 57
Telecom Systc-ns - Anch. 49 Public Safety 28
Alaska Broadcasting Comm 25 Environmental Conservation 45
Older Alaskan Comm 4 Community & Regional Affairs
Law 25 Fiscal 22
Revenue . CETA Division 14
Fiscal 22 Municipal Grants 22
Garnishments 5 Transportation and Public
Education Gacilities
Fiscal 34 Fi seal 53
Vocational Rehabilitation 38 Anchor: * 26
Fairban - 32
Council of the Arts 19 Anchorage Airport 26 ¢
Health & Social Services Southeast 33
Fiscal 33 Ombudsman 5
Public Assistance 7 Legislative Affairs 38
Social Services 21 Legislative Finance 7
Handicapped Child Prog. 58 Legislative Audit 9
Alaska Court System 35
Labor
1r_75"7uw$7 ' L
MSA/cjk
44F1/0614-1

C2-001 A'fle*. 10/70)



to Administrative Officers

All Agencies

*> X

AU2 Alexander
\y /Pre-Audit Supervisor

xiy Division of Finance

Department cf Administration

DATE September 13, 1932

FILE NO
TELEPHONE NO: £65-2260*"

sueject: Payment Time

After reviewing the Vendor Analysis for the month of August, it has been
determined that it took the State an average of 28 days~to pay its bills

during this month.

year.

Agency;

Office of the Governor
Fiscal - Juneau
Fiscal - Anchorage

Administration
Fiscal - Juneau
Fiscal - Anchorage

Employee Housing

Public Defender

Leasing & Facilities
Telecom Systems - Anch.
Alaska Broadcasting Comm
Older Alaskan Comm

Law
Revenue
Fiscal
Garni shments
Education
Fiscal
Vocational Rehabilitation
District School Support
Council of the Arts
Health & Social Services
Fiscal
Public Assistance
Social Services
Handicapned Child Prog.
Labor
T outn
MSA/cj k

4£F1/0614-1

«001 Rev,10/79)

Payment
Davs

24
26

48
3H
36
28

9
27

14
29

20
5

26
41

A

34

6
19
39

Agency:

Commerce and Economic
Development
Fiscal
Small Business Loans
mK Power Authority

Military Affairs
Natural Resources
Fish and. Game
Public Safety
Environmental Conservation
Community & Regional Affairs
Fiscal
CETA Division
Municipal Grants
Transportation and Public
Facilities
Fiscal
Anchorage
Fairbanks
Anchorage Airport
Southeast
Ombudsman
Legislative Affairs
Legislative Finance
Legislative Audit
Alaska Court System

This is a seven d?y decrease over August of last
The schedule below shows the payment time for each agency.

Payment
bays

32

27
19
32
15
37

40

@/



MEMOh. ..'I(DUM Sic.e of Alaska

to AdministrativeOfficers date: -August 11, 1982
All Agencies
FILE NO:

TELEPHONE NO: 465-2250

Sue Alexander subject: Payment Time
\y' -Pre-Audit Supervisor
£y Division of Finance
Bedartment of AHmMMstration

After reviewing the Vendor Analysis for the month of July, it has been
determined that it took the State an average of 29 days to pay its
bills*during this month. This is a one day increase over July of last
year. The schedule below shows the payment time for each agency.

Agency: Days Agency. Days
Office of the Governor Commerce and Economic
Fiscal - Juneau 33 Development
Fiscal - Anchorage 50 Fiscal 23
Administration Small Business Loans 15
Fiscal - Juneau 27 Energy & Power
Fiscal - Anchorage 19 AK Power Authority 48
Employee Housing K7} Military Affairs 32
Public Defender 20 Natural Resources 29
Leasing « Facilities 14 Fish arid Game 66
Telecom Systems - Anch. 28 Public Safety 18
Alaska Broadcasting Comm 58 Environmental Conservation 32
Older Alaskan Comm Community & Regional Affairs
Law 27 Fi seal 22
Revenue CETA Division 34
Fiscal 18 Municipal Grants 23
Garnishments ‘4 Transportation and Public
Education Facilities
Fiscal 36 Fiscal 32
Vocational Rehabilitation 37 Anchorage 23
Council of the Arts 32 Fairbanks 29
Healtii a Social Services Anchorage Airpor; 18
Fiscal 28 Southeast 26
Public Assistance Ombudsman 9
Social Services 19 Legislative Affairs 25
Handicapped Child Prog. 65 Legislative Finance 9
Labor Legislative Audit 9
Fiscal 24 Alaska Court System 19
MCA/~jAII»

44F1/0614-1-2

0.T-COl Acg*.." 0'79)



MEMORANDUM State of Alaska

to. Administrative Officers date: June 14, 1982
All Agencies

FILE NO:
TELEPHONE NO: 465-2260

r../l. Sue Alexander subject: Payment Time
W v Pre-rAudit Supervisor
Division of Finance
Department of Administration

After reviewing the Vendor Analysis for the month of M it has been
determined that it took the State an average of 24 days to pay its
bills during this month. This is a two day decrease over May of last
year. The schedule below shows the payment time for each agency.

‘ Payment Payment
Agencv: Days Agency Days
Office-0f the Governor Commerce and Economic
Fiscal - Juneau 30 Development
Fiscal - Anchorage 26 * Fiscal 24
Administration Small Business Loans 23
Fiscal - Juneau 24 Energy & Power 21
Fiscal - Anchorage 37 AK Power Authority 27
Employee Housing 32 Military Affairs 34
Public Defender 19 Natural Resources 31
Leasing S FeeB8 ities 1 Fish and Game 66
Telecom Systems - Ancn. 26 Public Safety 9
Alaska Broadcasting.Comm. 16 Environmental Conservation 31
Older Alaskan Comm 17 Community & Regional Affairs
Law 25 Fiscal 19
Revenue CETA Division 18
Fiscal 1 Municipal Grants 17
Garnishments 5 Transportation and Public
Education Facilities
Fiscal 23 Fiscal 36
Vocational Rehabilitation 38 Anchorage 22
District School Support 18 Fai rbanks 21
Council of the Arts 31 Anchorage Airport 18
Health & Social Services Southeast 21
Fiscal 24 Ombudsman 7
Public Assistance 65 Legislative Affairs 13
Social Services 16 Legislative Finance 4
Handicapped Child Prog. 43 Legislative Audit 10
Alaska Court System 27
Labor
Cigfral, oA

A8 141

02-C0J A(*Cv.IG/Ti»)



After reviewing the Vendor Analysis for the month of April, it has
been determined that it took the State on average of 25 days to pay
its bills during this month. Th*s is the same number of days as

April of last year. The schedule below shows the payment time for
each agency.

Payment Payment
Aoencv: Davs Agency Days
Office of the Governor Commerce and Economic 22
Fiscal - Juneau 25 Development
_Fiscal - Anchorage 27 Military Affairs 32
Administration Natural Resources 37
Fiscal - Juneau 27 Fish and Game 60
Fiscal - Anchorage 18 Public Safety 12
Employee Housing % Environmental Conservation 25
Public Defender Community u Regional Affairs
Public Broadcasting Fiscal 16
Law 25 CETA Division 23
Revenue Municipal Grants 18
Fiscal 15 Transportation and Public
Garnishments 6 Facilities
Education Fiscal 39
Fiscal 25 Anchorage
Vocational Rehabilitation 37 Fairbanks- 23"
District School Support 17 Anchorage Airport 17
Health & Social Services Southeast 25 *
Fiscal 22 Ombudsman 7
Public Assistance- 78 Legisistive Affairs 4
Social Services 19 Legislative Finance - 7
Labor Legislative Audit 8
Fiscal A1 Alaska Court System 24

MSA/Zkw
4F1/0514-3/26

02-001 A(B<«v.10/79)



/

MEMORANDUM Si816 of Alaska
TO- Administrative Officers date: April 2, 1982
All Agencies
FILE NO:

TELEPHONE NO: 465-2260

from: f]* cje Alexander subject: Payment Time
Pre-Audit Supervisor
Division of Finance
Department of Administration
Vv NA -
vy """V -0

After reviewing the Vendor Analysis for the month of March, it has
been determined that it took the State an average of 27 days to pay
its bills during this month. This is the same number of days as
March of last year. The schedule below shows the payment time for
each agency.

Payment Payment
Agency: Davs Agency Davs
Office of the Governor Commerce and Economic
Fiscal - Juneau 35 Development 23
Fiscal - Anchorage 41 Military Affairs 3
Administration Natural Resources 30
Fiscal - Juneau 30 Fish and Game 60
Fiscal - Anchorage 22 Public Safety 12
Employee Housing 49 Environmental Conservation 27
Public Defender 25 Community £ Regional Affairs
Public Broadcasting 24 Fiscal 15
Law 22 CETA Division 21
Revenue 12 Municipal Grants 23
F.seal 12 Transportation and Public
Garnishments Facilities
Education Fiscal 26
Fiscal 42 Anchorage 32
Vocational Rehabilitation 37 Fairbanks 32
District School Support 21 Anchorage Airport 19
llea'th a Social Services Southeast 30
Fiscal 26 Ombudsman 3
Public Assistance 1 Legislative Affairs S
Social Services 17 Legislative Finance 2
Labor Legislative Audit 1
Fiscal 22 Alaska Court System 25
Anchorage Support Service 1
MSA/kw

4F1/0408-20/26

o:-ooi A(mex»_1o/Dj



SWppsgg.

MEMQRANDUM

Administrative Officers

Stats of Alas'\q

March 9, 1982

to. All Agencies

YVivii.zle Alexander

|Of.rO”re-Audit Supervisor

Division of Finance

Department of Administration

DATE.

FILE NO:

465-226C

TELEPHONE NO:

Payment Time
SUBJECT:

After reviewing the Vendor Analysis tor the month cf February,
been determined that it took the State an average of 30 days to pay
its bills during this month.

February of last year.

each agency.

Payment

Aoencv. Days
Office of the Governor

Fiscal - Juneau 29

Fiscal - Anchorage 35
Administration

Fiscal - Juneau 40

Fiscal - Anchorage A

Employee Housing 37

Public Defender 26

Public Broadcasting 7
Law 25
Revenue

Fiscal 15

Garnishments 8
Education

Fiscal 36

Vocational Rehabilitation 41

District School Support 33
Health & Social Services

Fiscal 36

Public Assistance

Social Services 8
Labor

Fiscal 31

Anchorage oupport Service 15

MSA/kw
4F1/03C8-4-1/26

is a 2 day decrease over

it has

The schedule below shows the payment time for

Payment
Agency Days
Commerce and Economic
Development 26
Military Affairs 36
Natural Resources 41
Fish and Game 78
Public Safety 27
Environmental Conservation 28
Community & Regional Affairs
Fiscal 20
CETA Division 31
Municipal Grants 26
Transportation and Public
Facilities
Fiscal 27
Anchorage 33
Fairbanks 39
Anchorage Airport 30
Southeast 41
Ombudsman 7
Legislative Affairs 12
Legislative Finance 3
Legislative Audit 7
Alaska Court System 25



MEMORANDUM State of Alaska

TO.  Administrative Officers DATE: February 8, 198?
All Aoencies
FILE NO:
TELEPHONE NO: 465-2860
frove M , Alexander SUBJECT: Payment Time

Y //Pre-Audit Supervisor
Division of Finance
Department of Administration

After reviewing the Vendor Analysis for the month of January, it has
been determined that it took the State an average of 31 days to pay
its bills during this month. The schedule below shows the payment
time for each agency.

Pavment Payment
Aoencv ¢ Davs Aaenc.v Day!
Office of the Governor Commerce and Economic
Fiscal - Juneau 36 Development 23
Fiscal - Anchorage 80 Military Affairs AO
Administration Natural Resources 34
Fiscal - Juneau 34 Fish and Game 62
Fiscal - Anchorage 47 Public Safety 17
Employee Housing 49 Environmental Conservation 30
Public Defender 33 Community & Re.Nonal Affairs
Public Broadcasting 6 Fisc.il 16
Law 29 CETA Division 24
Revenue Municipal Grants 17
Fiscal 17 Transportation and Public
Garnishments 8 Facilities 26
Education Fiscal 37
Fiscal 37 Anchorage 44
Vocational Rehabilitation 39 Fairbanks . 27
District School Support 36 Anchorage Airport 42
Health & Social Services Southeast 25
Fiscal 36 Ombudsman 25
Public Assistance 10 Legislative Affairs 7
Social Services 8 Leoislative Finance 10
Labor Legislative Audit 7
Fiscal 26 Alaska Ccurt System 40

Anchorogt? Support. Service 15

* FI NFPM/OPQ82-6/3?



MEMORANDUM

Administrative Officers

All Agencies

[faf
FKOvf>AwSue Alexander
Pre-Audit Supervisor
Division of Finance

Department of Administration

TELEPHONE NO:

btaie or Alaska
DA IF.: December 3, 1981
FILE NO. f
465-2260

SUBJECT Pav/ment Time

After reviewing the Vendor Analysis for the month of November, it has
been determined that it took the State an average of 26 days to pay its

bills during this month.

last year.

Apenc”

Office of the Governor
Fiscal - Juneau

Administration
Fiscal - Juneau
Fiscal - Anchorage
Employee Housing
Public Defender
Public Broadcasting
Lew
Revenue-
Fiscal
Garni shments
Education
Fiscal
Vocational Rehabilitation
District School Support
Health & Social Services
Fiscal
Public Assistance
Social Services
Labor
Fiscal
Anchorage Support Service

FIMFR! 1/120781-5/32

C2-00 I A( Ri*tf, IC/7*>>

Payment
Days

26

26
34
29
25
79
26

27
7

28
38
17

30
7
7

20
25

Aoencv

Commerce and Economic
Development
Military Affairs
Natural Resources
Fish and Game
Public Safety
Environmental Conservation
Community & Regional Affairs
Fiscal
CETA Division
Municipal Grants
Transportation and Public
Facilities
Fiscal
Anchorage
Fairbanks
Anchorage Airport
Southeast
Ombudsman
Legislative Affairs
Legislative Finance
Legislative Audit
Alaska Court System

This is a four day decrease over November of
The schedule below shows the payment time for each agency.

Payment
Davs

29
40
33
55
21
29

21
25
4

34
36
38
29
47

8

6
?

7

21



STATE OF ALASKA
PRELIMINARY STATEMENT OF FISCAL IMPACT

Bill Me: HB 205 Date on Bill: 2/16/83
Title "An Act providing for payment of interest by state agencies
Sponsor: Duncan

Requestor:

1. Estimated fiscal impacts on: R

a. Expenditures: i
(Thousands of Dollars)
Fy 83 FY 84 FY 85 FY 86
Capital
Operating .
Total ' - _(J_ -U- -u-

b. Revenues:
Revenue

2. Source of funds to offset fiscal impact of bill:

No fiscal impact is anticipated.

3. Assumptions:

That administrative staffing will remain adequate to avoid delays
in bill payment processing such that no interest expenses are
incurred.

4. Disclaimer:
This statement has not been reviewed by the OMB in the Office of the Governor,
fore does not represent the final estimate of fiscal impact.

Prepared ByJHlarcia Lvnn McKenzie Phone 465-434D
Division: "~ Administrative Services Date:

Approved by Commissioner:|f by 1p ) i . Date: 3/X/85
Department.. Public Safety .Z f

5. Distribution:
Original to Legislative Finance
Copy to OMVB
Copy to Sponsor
Copy to Requestor 2/15/83

It there-



PRELIMINARY STA ISCAL IMPACT

Bill He: HB 205 Date on B ill: 2/15/83
Title: "An Act providing for payment of interest by state agencies...”
Sponsor: Duncan . :

Requestor: '

1. Estimated fiscal impacts on:

a. Expenditures:
(Thousands of Pollars)

‘ ' 1 1 Fy 83 Fr8 | F8 | FY 86
Capital ! 1 1 1
Operating 1 1
Total | -U- U- 1 ~u-

b. Revenues:
Revenue
2. Source of funds to offset fiscal impact of bill:

No fiscal impact is anticipated.

3. Assumptions:

That administrative staffing will

remain adequate to avoid delays

in bill payment processing such that no interest EVP€<ses are

incurred.

4. Disclaimer:

Z2

This statement has not been reviewed by the OMB in the Office of the Governor.

465-4349

Date: 5/8/83

fore does not represent the final estimate of fiscal impact.
Prepared By,J >Marcia Lynn McKenzie Phone:
Division: J Administrative Services Q Date:
Approved by Commissiorier:Y / /W NI
Department:  Public Safety ' J

*
L]

5. Distribution:
Original to Legislative Finance
Copy to OMB
Copy to Sponsor
Copy to Requestor

2/15/83

It there-



Chart of States with Prompt Payment Statutes or Regulations

STATE STA E/ YEAR CONTRACTS STANDARD OI- INTEREST APPLICATION OF STATUTE/REGULATION
REGULATION ENACTED COVERED TAYMENT
10.5% N o
ALASKA STATUTE 1982 constmetion 50-day annually Any state or political subdivision of the state
10.0% Any state agency, school district, or office or agency
ARIZONA STATUTE 1982 ALL 50-day annually established by a county
25%
CALIFORNIA STATUTE [9H2 ALL 30-day per day All stale agencies
1% [>er
FLORIDA STATUTE 1971 ALL «15-day month All state agencies
1% |K-r
HAWAII STATUTE 1977 ALL (iO-iluy mor|1th Any ngi-iuyol the *uu*1 tiny iminty
1% per Any state official or agency authorized to provide
ILLINOIS STATUTE 1975 ALL 60-day month payment from stale funds
1% |>cr
INDIANA STATUTE 1933 highway 180-day mouth State Highway Dcpaiimeui
35-day construction .
MARYLAND REGULATION ALL -15-day non-construction NONE All slate agencies
977 s utility , . s 55-0aY . errrrverrnssrerrieinns NQJ:IE
MASSACHUSETTS STATUTE 1%1
NEIIRASKA* STATUTE 1975 ALL 50-day NONE All state agencies
NORTH CAROLINA STATUTE 1%1 ALL 30-day NONE All state agencies
67% per _
OREGON STATUTE 1979 ALL 45-day month M state agencies
15.0%
SOUTH CAROLINA STATUTE 1981 ALL 30-day annually All agencies and institutions of the state
L% per
VIRGINIA REGULATION 1979 ALL 60-day month All state agencies
1% jver .
WASHINGTON STATUTE 1981 ALL 30-day month Every state agency and unit of local government
6.0%
WES T VIRGINIA REGULATION ALL 90-day annually All state agencies
5%
LOUISIANA STATUTE 1982 ALL 3U-day»*» [K-r day All state agencies
 Lain found 10 be unconstitutional. eee Except, a -15-ay standard of payment for

. . . . . . Entitlement Programs
e Construction statute provides (or payment of interest [>enaliirs 01 laic payments at a daily rate of
lIncc pci<enlace points altove the rediscount rale ilien charg'd by (lie Fedetul Hank of Iloston.

1'iepaied anil disiribuied by ilic National Audio Visual Association, 5150 Spring St., Fairfax, Virginia 22031; 703-*273-7200.



BACKGROUND ON CSHB 210

This b ill has been requested by numerous vendors that do business with
the State of Alaska. The State has become notorious for late payment of
invoices, forcing many private vendors to borrow money to supplement their
cash flow. This reduces their profit, and in some cases even eliminates it
as the profit on articles is-.very marginal.

The b ill is patterned after a federal law entitled "The Prompt Payment
Act - Public Law 97-177." The Prompt Payment Act became effective October 1,
1982 and when it was introduced in Congress, it carried 133 sponsors.

Mr. Leonard Lemon, Comptroller of the U.S. Army”advised that the Prompt
Payment Act has improved their payment scheduling and the payment of their
accounts payable has become prompt and very routine. The U.S. Army has
incorporated it in their Army Regulations.

The State-has put an amount of more than $1.2 million annual cost on its
fiscal note, which should be a good indication of how much'money is involved
in overdue accounts. The agencies further claim that they w ill have to
reorganize their payment system in order to fu Ifill the requirements of this
bill. If this is so, then it should be done. This should be an indication
that their method of paying accounts payable is presently ineffecient and
needs modifying.

The b ill is needed in Alaska and w ill be a great help to the average

small businessman that does business with state government.



Analysis of SSHB 210

"An Act relating to payment for purchase by the State; and providing

for an effective date."

Section 1 (a) requires the agency tc pay on a required payment date as
defined under terms of a contract or 30 days after receipt of proper invoice.

Subsection (b) provides for the State to take advantage of any discounts
offered by a vendor and if invoice is paid in time, the State agency w ill
deduct the amount of the discount offered from the total amount of the invoice.

Subsection (c) establishes the rate of interest at 1.5% per month that
must be paid by the State for a past due balance - also provides for the
exclusion of interest in the event that the seller and the State have a
mutual agreement.

Subsection (d) 1. exempts purchases of more than $500,000 from the
provisions of the b ill.

Subsection (d) 2. provides for an exception in the event the State
notifies the vendor or seller of a dispute in the invoice.

Subsection (e) provides that any interest incurred by lack of prompt
payment w ill be charged to the budget of the department involved.

Subsection (f) defines "dispute™ as noncompliance, in performance or
price, with the terras of the contract, as determined by administering State
officier.

Section 2. Exempts any contracts entered into before the effective date
from this Act's provisions.

Section 3. Provides an effective date of July 1, 1983.
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PUBLIC LAW 97-177 IS. 1131); May 21, 1982 '
PROMPT PAYMENT ACT T.

For Legislative History of Act, see p. Il
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P.L. 97-177
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time described in subsection (a).
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Berrier

3/31/83
IN THE HOUSE BY SHULTZ AND LISKA
SPONSOR SUBSTITUTE FOR T " . BILL NO. 210
IN THE LEGISLATURE OF Tn wJCATE OF ALASKA
THIRTEENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act relating to payment for purchases by the

state; and providing for an effective date."”
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 37.05 is amended by adding a new section to read;

Sec. -37.05.275. PAYMENT FOR STATE PURCHASES. (a) Payment for
purchases of goods or services provided a state agency must be made on
a required_payment date that 1is

(1) the date on which paymentis due under the terms of a
-contract; or
(2) 30 days after receipt of a proper invoice for the
amount of the payment due, 1f a specific dateon which payment 1is due
is not established by contract and if the invoice contains or is
accompanied by documents required by regulations adopted by the Office
of Budget and Management.

(b) If a seller offers a discount from the amount otherwise due
for property or services 1in exchange for payment within a specified
period of time, the state agency may make payment in an amount equal
to the discounted price only if payment is made within the specified
period of time.

(©) If payment for goods or services purchased by the state is
not made within 30 days of a required payment date, the state shall
pay interest on the unpaid balance at the rate of one and one-half

cl hn
percent a month unless arr agreement exists between the seller and the

1 \
state that precludes the charging of interest.

-1- SSHB 210
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24

25

26

27

28

29

(d) This section does not apply
(1) 1if the cost of the goods or services purchased exceeds
t $500,000; or
(2) after a seller of goods or services receives notice
from the state officer responsible for administering the contract that
the amount of the invoice or quality of the goods or services 1is 1in
dispute and stating the reasons for the dispute.

(e) Interest paid under (c) of this section shall be charged to
the budget of "he state agency incurring the interest.

(f) In this section "dispute”™ means a determination by the state
officer responsible for administering a contract for the purchase of
goods or services that the performance or price charged 1is not in
compliance with the terms of the contract.

* Sec. 2. This Act does not apply to contracts entered into before the
effective date of this Act.

* Sec. 3. This Act takes effect July 1, 1983.

SSKb 210



l. REQUEST Il. FISCAL DETAIL
Bill/Resolution No..__ HB205/210 AgencyAffected: All
Title: Relating to Payment of Interest Program Category Affected: All

Sponsor: Duncan/Shultz by State BRU, Program of Subprogram(s) Affected:

Requestor: HousT Stt.te Affairs

EXPENDITURES/REVENUES.  (Thousands of Doll ars)

Fy 88 FY 84 FY 8 Fr 8 FY 8 FY 88

OPERATING
100 PERSONAL SERVICES
200 TRAVEL
300 CONTRACTUAL
400 COMMODITIES
500 EQUIPMENT
600 LAND & STRUCTURES

700 GRANTS, CLAIMS, ETC 0 1,125(11.125.f1,125.f1,125.f1.125(
TOTAL OPEWTfriT’ 0 1,125.01,125.01,125.01,125.01,125.0
WITAT
REVENUT

FUNDING: (Thousands of Dollars)

GENERAL FUND 0 1,125.01,125.01,125.01.125.01. 125.0

FEDERAL FUNDS
OTHER (Specify Source)

PRI

-TIVE
PART-TIME
TEMPORARY

[11. SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:

No source identified by the Legislature.

V. ANALYSIS: Attach a separate page for any Analysis

Prepared By: Tom Haas, Acting Director Phone: 465-2240
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1v, ANALYSIS

The Department cf Administration is opposed to this Legis—
lation, not because we disagree with the idea of the State
paying its bill in a timely manner, but because we feel there
are better ways to address thisproblem. In determining the
fiscal impact on mandatory payment of interest, it is impos—
sible to place a definite dollar amount for the cost. Many
items must be taken into consideration.

First, in order to calculate what the interest cost would
be, a detailed analysis would be necessary to determine what
the dollar amount of bills paid in excess of 30 days might be.
Readily available information does not exist. However, to show
what the potential 1impact mightbe, we offer this example,
making a number of assumptions.

On the assumption that the State annual budget is $3.0
billion and that 50% of that budget represents vendor payments
effected by this legislation. Further we assume that 5% of the
vendor payments might be subject to penalty as defined in the
Legislation. Based on these assumptions, the interest penalty
could be as high as $1,125,000.00.

Calculated as follows:

$3,000,000,000..00  Annual Budget
X 500

$1,500,000,000.00 Potential Vendor Payments
X 5%

$ 75,000,000.00 5% Subject to Penalty
X 0.15%

1,125,000.00 Interest Penalty for Bills Paid
———————————————— in Excess of 30 Days.

The preferrable way to avoid penalty payments is tc pay
vendors within the 30 day period. This 1is and always has ”een
the goal of the Department of Administration. The only effec—
tive way of doing this is either to divert current staff of the
various State agencies to the effort of paying bills timely or
to develop the agencies internal procedures and the Department
of Administration ™ automated systems in order to address the

payment problem. The cost to the State 1in providing additional
staff or a bill paying effort that would pay all bills within
30 days using the currant ryetom has net be determined. The

Department of Administration is currently in the process of °
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redesigning the statewide accounting system which will include
features that will improve the bill paying and tracking capa—
bilities of the State.

While we recognize the problem of paying vendors 1in a
timely manner is a serious matter, we should point out that for
the most part, vendors are paid timely. For a 12 month period,
the State paid on the average of 70,200 invoices a month.
During that time, the average payment time was 29 days. The
high monthly average was 33 days while the low monthly average
was 24 days. During this period, only two months exceeded 30
days payment time.

In addition to the costs of attempting to improve the
payment time and the potential interest penalties, we should
also consider the cost of increased bureaucracy that would be
involved in determining what payments would be subject to
penalty, what period of time would be covered, as well as the
logistics of making the interest payments, all of these would
be costs to the State in time and effort.

Lastly, it should be noted that the funding of the
interest payments would need to be 100% State funds. We have
been advised by the U.S. Office of Management and Budget that
the Prompt Payment Act (P.L. 970177) prohibits the use of
Federal grant funds for the agencies that are primarily
federally funded. (Copy of OMB letter attached)

Again, we are not opposed to timely payment of vendor
bills but are concerned with the method of achievina that goal.

\
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