


ANALYSIS OF HB 506

"An Act relating to payment for purchase by the State; and providing for an 
effective date".

Section 1 (a) Requires the agency to 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 on time, the State agency will 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 past due balance — also provides for the exclusion of interest 
in the event the seller and the State nave mutual agreement.

Subsection (d) 1. Exempts purchases of more than $5 0 0 , 0 0 0  from the 
provisions of the bill.

Subsection (d) 2. Provides for an exemption 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
will be charged to the budget of the department involved.

Subsection (f) 1. Defines dispute as non-compliance, in performance or price,
with the terms of the contract, as determined by administering State Officer.

Subsection (f) 2. Defines when payment Ij  made.

Subsection (f) 3. Defines a state agency

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

Section 3. Provides an effective date of July 31 , 1983.



BACKGROUND ON HB 506

This bill has been supported by 92% of the 3600 Alaskan members of the National 
Federation of Independent Business. The State of Alaska is notorious for late 
payment of it's invoices and statements. This neglect by State agencies has caused 
many small business' to borrow money to supplement their normal cash flow. Since 
the products or merchandise were purchased on a bid basis the profit margin was 
probably wiped out by the high interest rate charged by the loan institution^

Mr. Leonard Lemon, Comptroller of the U.S. Army at Fort Creely advised that their 
paying of invoices has become more routine and simplified since their compliance with 
the Prompt Payment Act— Public Law 97-17/'. This public law is now incorporated in 
Army regulations. The Prompt Payment Act carried 133 sponsors when it was 
introduced in Congress.

An argument put forth by the Administration is that only a small percentage of 
vendors are victims of this inattention but regardless of whether the bill is $1000 or 
$10000— if it is past due 60,50 or 120 days the financial position of that business 
caused by this lack of good faith can be devastating. The State has put a high 
annual fiscal cost to this bill— this is just a good indication of what the vendors are 
carrying in past due accounts. There are many Alaskan business' that will not give 
our State agencies credit because of its poor paying habits.

This bill is needed in Alaska and it is supported by a large majority of Alaskan and 
other businesspersons.
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GOVERNOR VETOES KEY SMALL BUSINESS LEGISLATION
receipt by the agency until the date of 
payment.

The only exclusion fr^m the require­
ment to pay interest would be on speci­
fic items in dispute, i.e., an item sent 
was not the <*xact item ordered. The 
state agency would be required to 
notify the vendor within 30 days re­
garding those items in dispute and 
would be required to pay for the undis­
puted items of that same period to 
avoid paying interest on the undisputed 
items. Once the problems arc resolved 
on the items in dispute, those items 
would also be subject to payment of in­
terest if not paid for within 30 days of 
the resolution of the problems.

This bill would not have passed the 
Legislature without the strong support 
o f Rep. Richard Schultz of Delta Junc­
tion and the assistance of Rep. Jim 
Duncan of Juneau. Rep. Schultz also 
had this bill designated as one of the 
House priority bills which helped to 
assure its passage.

All is not lost, however, from the Gov­
ernor’s veto; it is merely delayed. It is 
probable that the Legislature will over­
ride the veto. This is not a sure thing 
even though the bill passed both the 
House and Senate by nearly unani­
mous votes. It is suggested that partic­
ularly those members who do business 
or even contempla’e doing business 
with the state should contact both their 
state senator and state representative to 
request their support of an override of 
the Governor’s veto. Interest penalties 
will encourage prompt payment o f the 
state’s purchasing obligations, which 
in turn can help the involved small 
businesses conserve working capital 
and improve profit margins.

Without any advanced indication of 
his intent, Governor Sheffield vetoed 
the most important small business leg­
islation to come out of the 1983 Legis­
lative Session. HB 210, originally 
drafted and actively supported as 
NFIB/Alaska’s key legislation, would 
have required the state of Alaska to 
pay interest on invoices not paid within 
30 days o f receipt.

On the 1982 NFIB/Alaska State Ballot 
an overwhelming 92% of the Alaska 
voting membership gave support to the

issue of requiring the statf tn pav inters 
es1 on their overdue accounts. HB 210. 
was written primarily for small busi­
nesses who contract with ihe state since 
it specifically excludes any purchase 
orders or contracts in excess of 
5500,000. The bill had provided that 
state agencies initiating an order or 
contract be required to pay interest o f 
1 'AC per month if a proper invoice 
were not paid within 30 days o f receipt 
of invoice. If the invoice is not paid 
within the 30-day period, interest 
would be charged from the date o f

Gary Jenkins (right), director o f Governmental Relations/Alaska and Rep. Richard 
Schultz (Delta Junction) are shown during one o f their many discussions regarding 
key NFIB/ Alaska legislation on payment o f interest by state agencies on past due 
accounts.



OVERVIEW
The pace of the snail best characterizes 
the 1983 Legislative Session (particu­
larly significant since the leadership in 
both the Senate and House was basic­
ally the same in the previous session.) 
This should have resulted in a more 
efficient and relatively shorter session. 
Instead it was the longest session in 
Alaska’s history with the Senate finally 
adjourning on June 27th.

The length of the session was also 
difficult to understand since there 
were no major critical issues to delay 
the session. W ith revenues declining, 
the most critical issue appeared to be 
how much money there would be to 
fund the operating budget, and more 
importantly to many, the two capital 
projects budgets. The intent is not to 
belittle the money issue; however, it 
did occupy an inordinate amount of 
the legislature’s time. This issue will 
become more critical in subsequent 
years as state oil revenues continue to 
decline.

In on effort to encourage the develop­
ment of other oil, gas or mineral re­
sources in the state, the Legislature 
passed a bill authorizing a special in­
vestment tax cred it HB 258 provides 
for a credit which may be taken on the 
Alaska corporate income tax return for 
investments in either a gas processing 
project or for exploration, drilling of 
• veils, development, or mining of natural 
resources in Alaska. The credit allowed 
is the full amount of the federal invest­
ment cred it computed on the first 
$250,000 of qualified investment dur­
ing each tax year. If this measure is 
successful in stimulating development 
in Alaska, it may prompt other legisla­
tion designed to stimulate additional 
economic development in the state.

The Legislature also dealt with such di­
verse issues as requiring all motor vehi­
cles to have liability insurance before 
being licensed to operate on Alaska 
highways, returning the drinking age to 
21 years, and allowing voters to deter­
mine whether the Legislature should 
have authority to annul regulations 
issued by various state agencies.

The bill requiring vehicle liability in­
surance passed both the House and 
Senate; however, each chamber passed 
a slightly different version o f the bill. 
This required the appointment of a

conference committee to resolve the 
differences. The bill, still in the confer­
ence committee when the Legislature 
adjourned, is expected to pass early 
next session.

The bills to change the drinking age 
and to give the Legislature authority to 
annul regulations are issues which have 
had considerable attention in recent 
years. The legal drinking age was low­
ered several years ago, due to reducing 
the “Age of Majority” to 19 years and 
in support o f the argument that if so­
meone was old enough to serve in the 
armed forces they should be old 
enough to drink. Records show how­
ever that an inordinately high percent­
age of fatal automobile accidents in­
volve the 19 - 21 age group. There has 
also been a significant increase in the 
amount of liquor available to individ­
uals . 8 years and untL-r, primarily pur­
chased by 19-21 year olds.

The Legislature’s authority to annul 
regulations has also been an on-going 
issue the past several years. Until seven 
years ago, the Legislature had taken 
the position that they could annui regu­
lations by means of a concurrent reso­
lution. However, when the Hammond 
Administration challenged this in 
court, the court ruled that the Legisla­
ture had no such authority. A resolu­
tion was then passed propo.ing a 
change in the Alaska State Constitu­
tion, which put the issue on the state­
wide ballot; but voters turned it down. 
As the result of a similar resolution this 
year, the issue will again be on the gen­
eral election ballot in 1984.

It is generally contended that all too 
frequently administrative regulations 
go far beyond legislative intent, placing 
undue ourden on cither the business 
sector or the general public. Governors 
usually oppose legislatures gaining this 
authority on the basis that it breaches 
the separation of powers. By a vote of 
54% favoring, 25% opposing and 21 % 
with no opinion, the voting NFIB/AK 
members in 1981 supported a constitu­
tional amendment to allow the Legisla­
ture to annul administrative regula­
tions by concurrent resolution.

SMALL BUSINESS 
ISSUES
Various issues which could affect small 
business were also introduced this ses­

sion. Most o f those receiving favorable 
action were issues supported by NFIB/ 
Alaska.

Exemption of Business Inventories 
from Local Property Taxes - SB 53: 
Permits local cities and boroughs to ex­
empt business inventories from local 
property taxation. The Legislature 
would not consider a complete exemp­
tion, which NFIB/Alaska strongly sup­
ported. On the 1983 Alaska State 
Ballot, 88% of the voting members 
supported the exemption of business 
inventories from properly taxes. Most 
local governments, when contacted by 
NFIB/ Alaska, stated that they would 
exempt business inventories. It is sug­
gested that concerned NFIB members 
contact their local governing body im­
mediately and push for them to act 
now to (/■ mpt the taxation of business 
inventories in future years.

Limitation of Length of Legislative 
Session - HJR 2: Provides that the Leg­
islature shall meet for a regular session 
of not more than 120 days. The session 
may be extended for up to ten calendar 
days by a vote of two-thirds of the 
membership of each house. Because 
this will require a change in the Alaska 
constitution, it must be voted on in the 
1984 General Election. This issue has 
been a key concern to NFIB/ Alaska 
members for several years. On the 1983 
NFIB State Ballot, 86% of voting 
Alaska members favored a limit on 
legislative sessions (58% favored a 90- 
day session). While this legislation does 
not place as. short a liimit as many 
members desired, it should definitely 
prevent marathon sessions such as this 
year’s which lusted in excess o f 160 
days.

Wage Base Changed for Computing 
Workers Compensation Benefits - HB 
311: Provides for workers compensa­
tion benefit payments to be based on 
an employee’s spendable weekly wage, 
which is computed by subtracting pay­
roll taxes from the gross weekly earn­
ings. Gross weekly earnings are com­
puted b” dividing by 100 the worker’s 
earnings for the past two years.

This provision should reduce workers 
compensation insurance premiums 
over th i next few years. This bill also 
provides for an increase in benefits for 
a permanent partial disability. How­
ever, the effect of this increase should 
not totally offset the benefits derived



from the change in the computation of 
the wage base.

While NFIB/Alaska expressed serious 
concern about the effect o f the increase 
in benefits on premiums, we strongly 
supported the change in the computa­
tion o f the wage base. Since the bill ori­
ginated from an independent commit­
tee representing business and organized 
labor, the Legislature would not con­
sider passing one part o f the bill with­
out the other. On the current Alaska 
State Ballot 72% of the voting NFIB 
members favored the change to spend­
able weekly wage in the determination 
of workers compensation benefits.

Small Business Development Loan 
Program - HB 208: Establishes a small 
business development loan program in 
which loans o f up to $100,000 would 
be available to qualified borrowers at 
an interest rate equal to the federal dis­
count rate plus 3%. At present, with 
the federal discount rate at 8'/:<t, the 
interest rate for the program, if e n ­
acted, would be I I '/ jC ,

NFIB/Alaska has been unsuccessful to 
date in gaining serious consideration of 
this measure by the Legislature because 
of the confusion regarding numerous 
other existing loan programs, though 
none of them adequately address the 
needs of small businesses requiring 
long-term loans of $100,000 cr less. To 
get this bill moving, NFIB/Alaska 
needs your assistance in providing spe­
cific examples o f business expansions 
that would take place if funding was 
available at reasonable interest; rates. It 
would also be helpful to know if such 
expansion would create any additional 
jobs. On the current Alaska Si...c 
Ballot, 67% of the voting members 
favored the concept of this legislation.

Alaska Administrative Jo»’r?al - SB 
132: Provides for the state to publish, 
on a bi-weekly basis, a journal which 
will include such items as notification 
of the publication o f regulations; 
notices o f state agency meetings, invi­
tations to bid, state agency rcqi csts 
for proposals; and, the text or sum­
mary o f the text o f regulations which a 
state agency has adopted. The journal 
will not be published in written form 
and will only be available through the 
legislative data processing system. Ac­
cess to this informafion will be through 
one of the legislative information offi­
ces. Since the legislation was just

signed, it will be some time before the 
system is operational. It is understood 
that the system will be designed so that 
a printout can be obtained o f any 
desired information.

Toxic and Hazardous Substances - SB 
79': Provides that if an employee works 
with a substance which OSHA has clas­
sified as toxic or hazardous, the em­
ployer will be required to make the em­
ployee aware o f the substance and 
provide the employee, on request, with 
a copy of the information published by 
OSHA which explains the hazards of 
the substance.

THE CHALLENGE 
AHEAD
The long-range outlook regarding die 
financing of state operations is not 
good. Already the prospects of funding 
future state government operations 
and education in Alaska look bleak. 
Unless additional sources of revenue 
arc found within the next three to four 
years, we will! probably face significant 
increases in taxes to make up for de­
clining oil-related revenues. NFIB/ 
Alaska will be watching this closely 
and will keep you informed.

Many bills, introduced this year and 
carried into the 1984 session, would 
have cither a positive or negative im­
pact on the small business community. 
For example, HB 208, the small busi­
ness loan program, is one o f major in­
terest to many NFIB/Alaska members. 
Additionally, the vote to override the 
Governor’s veto of HB 210, requiring 
interest payment by the state on over­
due accounts, will be brought to a vote 
early in the session.

Otic bill, HB 246, would have an ad­
verse impact on small business. This 
bill provides for repeal of all interest 
rate lin, .ations, and applies to interest 
rates charged by banks on loans to 
either individuals or businesses and to 
interest rates on credit extended by 
businesses, credit card companies, 
small loan companies, and credit 
unions. Because of the potential effect 
on various small businesses, the repeal 
of interest rate ceilings will be one of 
the key issues on the 1983-84 Alaska 
State Ballot. HB 246 has already been 
passed by the House and is presently in 
the Senate Labor and Commerce Com­
mittee.

Legislation is also pending to modify 
the Alaska Bidder Preference Law by 
granting Alaska bidders on state con­
tracts a 5% price advantage over non­
resident bidders. HB 106 would further 
protect Alaskan bidders by requiring 
that if a bid is a joint venture, all par­
ties must be qualified Alaska busines­
ses. This bill has also been passed by 
the House and is awaiting action in the 
Senate.

The equal access to justice issue will be 
a prime target for next year. Passage of 
this legislation would require state 
agencies to reimburse reasonable atto r­
ney fees and court costs to small busi­
nesses who are successful in civil cg '.-s  
involving state agencies. Such reim­
bursement should be retrieved from an 
agency’s regular administrative budget 
to encourage fair and mors efficient 
regulation and to avoid additional ex­
pense for state government. Such legis­
lation, through NFIB member support 
throughout the country, has been 
passed at the federal level and in cer­
tain states. Note: To substantiate the 
need for this legislation in Alaska, 
NFIB/ Alaska would appreciate hear­
ing from members o f their experiences 
when an unwarranted state fine/cita­
tion has been paid to avoid the time 
and cost o f litigation':

Your NFIB will also be allowing 
through on other issues that you have 
strongly endorsed through your votes 
and comments on previous Alaska 
State Ballots. Some of these issues in­
clude increasing the percentage o f em­
ployment security tax paid by employ­
ees, reducing state competition with 
the private sector, increasing the dollar 
amount for jurisdiction in a small 
claims court, and regulatory flexibility 
legislation.

Your continuo! support and active in­
volvement in voti l ie NFIB/Alaska 
State Ballot i„ "vprc aied, as are your 
comments on the ballots and your 
response to alerts during the session, 
There is no substitute for the individual 
opinions of persons who can speak 
from their own experience about the 
impact of proposed legislation on their 
business operations.

THE RECORD
So you may know how your state sena­
tor and representative voted on selec­
ted issues of interest to independent



business, the following recorded votes 
are provided. It is recognized that this 
is not a perfect method of rating legis­
lators since it does not give all the ele­
ments considered by lawmakers before 
a vote is cast on an issue, nor does it re­
flect individual voting patterns as 
members o f various committees. Nev­
ertheless, the voting record shown does 
indicate the general attitude o f each 
legislator in regard to small business 
issues.

THE ISSUES
1. Lim itation Of Length Of Legislative 
Session (HJR 2) - This measure pro­
vides that the Legislature meet for a 
regular session of not more than 120 
days. (The session may be extended for 
up to ten calendar days by a vote of 
two-thirds o f the membership n f each

house.) The recorded vote shown is on 
final passage in the Senate (18 Yes, 2 
No) and the House concurrance (33 
Yes, 6 No, 1 Absent) to the resolution 
as amended in the Senate. A “Yes” 
vote supports the position of NFIB/ 
Alaska

2. Exemption O f Business Inventories 
From Local Property Taxes (SB 53) - 
This measure permits the local cities 
and boroughs to exempt business in­
ventories from local property taxation. 
The recorded .vote shown is on final 
passage in both the Senate and the 
House. Senate: 14 Yes, 6 Excused; 
House: 38 Yes, 2 No. A “Yes” vote 
supports the position of NFIB/Alaska.

3. State Payment of Interest On Over­
due Bills (HB 210) - This measure re­
quires state agenciee to pay interest of

\V i ° lo  per month on bills not paid in 
within 30 days of receipt o f an invoice. 
The recorded vote shown is on final 
passage in the Senate (18 Yes, 2 No) 
and the House concurrance (38 Yes, 2 
No) to the bill as amended in the 
Senate. A “Yes” vote supports the 
position o f NFIB/Alaska.

4. Wage Base Changed For Computing 
Workmen”s Compensation (HB 311) -
This measure provides for payment to 
be based on a worker’s spendable 
weekly wage and provides for an in­
crease in the benefits for a permanent 
partial disability. The recorded vote 
shown is on final passage in the Senate 
(17 Yes, 2 No, 1 Excused) and the 
House concurrance (35 Yes, 3 No, 2 
Absent) to th>; bill as amended in the 
Senate. A “Yes” vote supports the 
position of NFIB'Alaska.

KEY: Y =  Yes 
N =  No
— =  Absent o r no t voting

SENATE 1. 2. 3. 4.
Bennett, Don (Fairbanks)...................................... Y Y Y Y
Eliason, Richard (Sitka)........................................ Y Y Y Y
Fahrenkamp, Bettye (Fairbanks)............................Y Y Y N
Faiks, Jan (Anchorage).......................................... Y — Y Y
Ferguson, Frank (Kotzebue)...................................Y Y Y Y
Fischer, Paul (Soldotna)........................................ Y Y Y Y
Fischer, Vic (Anchorage)........................................ Y Y Y N
Gilman, Don (Kenai)............................................ . Y Y Y Y
Halford, Rick (Chugiak)  Y -  Y -
Josephson, Joe (Anchorage)...................................Y Y Y Y
Kelly, Tim (Anchorage)..........................................Y Y Y Y
Kcrttula, Jalmar (Palmer)...................................... Y Y N Y
Moss, H. Pappy (Delta Junction).......................... Y — N Y
Mulcahy, Bob (Kodiak)..........................................N Y Y Y
Pettyjohn, Fritz (Anchorage)...............................  Y — Y Y
Ray, Bill (Juneau).................................................. Y Y Y Y
Rodey, Pat (Anchorage)........................................ Y Y Y Y
Sackett, John (Ruby) Y Y Y Y
Sturgulewski, Arliss (Anchorage)............................Y — Y Y
Ziegler, Robert F.. (Ketchikan) N — Y Y

HOUSE 1. 2. 3. 4.
Abood, Mitch (A nchorage).....................................Y Y Y Y
Adams, A1 (Kotzebue)............................................Y Y Y Y
Barnes, Ramona IL. (Anchorage) Y Y Y Y
Bettisworth, Bob (College) Y Y Y Y
Bussell, Charlie (Anchorage)...................................Y Y Y Y
Cato, Bette (Valdez)............................................... Y Y Y Y
Clocksin, Don (Anchorage) Y Y Y Y
Cowdery, Jobr. I Anchorage) Y Y Y Y
Davis, Mike (CoLege) Y Y Y N

HOUSE 1. 2. 3. 4.
Duncan, Jim (Juneau)......................................... N Y Y Y
Flrod, Joe (Anchorage)...........................v.......... Y Y Y Y
Fintz, Milo H. (Anchor Point)...............................Y Y Y Y
Fuller, Jack (Nome).............................................Y Y Y Y
Furnace, Walt (Anchorage).................................... Y Y Y Y
Goll, Peter (Haines)  ......................................—  Y Y —
Grussendorf, Ben (Sitka)......................................Y Y Y Y
Hayes, Joe L. (Anchorage)..................................  Y Y Y Y
Herrmann, Adelheid (Naknek).............................  Y Y Y Y
Hurlbert, Vern ( S l c e t m u t e ) . .......................Y Y Y Y
Koponen, Niilo (Fairbanks).................................. N N Y N
Lacher, Barbara (Wasilla)....................................Y Y Y Y
Larson, Ronald L. (Palmer).................................Y Y N Y
Lindauer, John (Anchorage).................................Y Y Y Y
Liska, John J. (Eagle River)................................ Y Y Y Y
Malone, Hugh (Kenai)......................................... N N Y N
Martin, Terry (Anchorage).................................. Y Y Y Y
McBride, Jack (Ketchikan).................................. N Y N Y
Miller, Mike M. (Juneau)......................................N Y Y Y
Miller, Mike W. (North Pole)...............................Y Y Y Y
Pestinger, Sam (Anchorage)................................  Y Y Y Y
Phillips, Randy (Eagle River)...............................Y Y Y Y
Ringstad, John (Fairbanks)..................................  Y Y Y Y
Shultz, Richard (Delta Junction).......................... Y Y Y Y
Szymnnski, Mike (Anchorage)............................... Y Y Y Y
Tischer, Mae (Anchorage)....................................Y Y Y Y
Uehling, Rick (Anchorage)....................................Y Y Y Y
Vuska, Tony (Bethel)...........................................N Y Y Y
Ward, Jerry (Anchorage)......................................Y Y Y Y
Wendte, Ron (Ketchikan)....................................  Y Y Y —
Zharoff, Fred (Kodiak).........................................  Y Y Y Y
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TABULATED RESULTS -  1983 ALASKA STATE BALLOT

TAXES/FISCAL
1. QUESTION
Should the portion of the Alaska Employ­

ment Security Tax paid by the employee be 
increased?

Favor Oppose Undecided
82% . 14% 4%

I 2 3

2. QUESTION
Should the state provide funding for a new 

program to provide small business loans at 
moderate (12%) interest rates to stimulate 
small business development throughout the 
state?

Favor Oppose Undecided

£11 231 _ 2% .2I 2 3

3. QUESTION
Assuming a new, small business loan 

program is created, should the program be 
administered by local banks rather than a 
state agency such as the Division of Business 
Loans?

Favor Oppose Undecided

111 211 -81  i3I 2 3

4, QUESTION
Should business inventories be exempted 

from local property taxes?
Favor Oppose
88% _ 9%

I 2

5. QUESTION
Should the funds appropriated for the 

Permanent Fund Dividend Program be used 
for new harbors, airports and roads through­
out Alaska instead of the individual grants to 
residents?

Favor Oppose Undecided
61% 31% 8%
I 2 3

LABOR
6. QUESTION
Should all primary corporate officers be 

given the option of exemption from the 
Alaska Employment Security Act?

Favor Oppose Undecided
231 J9% _8%I 2 3

7. QUESTION
Should the wage base for computing work­

men’s compensation benefits be changed 
from the current average weekly wage to the 
spendable weekly wage?

Favor Oppose Undecided
72% 16% 12%

I 2 3

8. QUESTION
Should the maximum benefit paid under 

workmen’s compensation for a permanent 
partial disability be increased?

Favor Oppose Undecided
17% 65% 18% 18

I 2 3

CONSTITUTIONAL 
AMENDMENT

9. QUESTION
Should legislation sessions be limited to a 

specified number of days with a maximum of 
two 15-day extensions, provided that each 
extension is approved by two-thirds of both 
chambers?

Favor Oppose Undecided
86% 11% ’3%

I 2 3

9 A. If you favor a limitation, indicate the 
maximum number of days you believe the 
Legislature should be in session, excluding 
any permitted extensions. (If you prefer no 
limitation, then mark “Oppose.”)

90 days 58%|
105 days 21%2
120 days 16%3
Oppose 3%4
Undecided _ 2 1

i

GOVERNMENT
10. QUESTION
• Should the Legislature authorize an anal­
ysis to determine what present activities of 
state government could be more effectively, 
efficiently,-and less expensively performed 
by private enterprise?

Favor Oppose Undecided
84%. 13%. _3%_ ,,

Undecided

_A *  u3

8 A. If you favor an increase, indicate what 
maximum percentage increase you prefer.

10% 20% 35% Undecided
26% 26% 11% 37% „



ANALYSIS OF HB 506

"An Act relating to payment for purchase by the State; and providing jn 
effective date".

Section 1 (a) Requires the agency to 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 on time, the State agency will 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 past due balance — also provides for the exclusion of interest 
in the event the seller and the State have mutual agreement.

Subsection (d) 1. Exempts purchases of more than $500,000 from the
provisions of the bill.

Subsection (d) 2. Provides for an exemption 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
will be charged to the budget of the department involved.

Subsection (f) 1. Defines dispute as non-compliance, in performance or price, 
with the terms of the contract, as determined by administering State Officer.

Subsection (f) 2. Defines when payment is made.

Subsection (f) 3. Defines a state agency

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

Section 3. Provides an effective date of July 31, 1983.



BACKGROUND ON HB 506

This bill has been supported by 92% of the 3600 Alaskan members of the National 
Federation of Independent Business. The State of Alaska is notorious for late 
payment of it's invoices and statements. This neglect by State agencies has caused 
many small business' to borrow money to supplement their normal cash flow. Since 
the products or merchandise were purchased on a bid basis the profit margin was 
probably wiped out by the high interest rate charged by the loan institution.

Mr. Leonr'-d Lemon, Comptroller of the U.S. Army at Fort Greely advised that their 
paying of invoices has become more routine and simplified since their compliance with 
the Prompt Payment Act— Public Law 97-177. This public law is now incorporated in 
Army regulations. The Prompt Payment Act carried 133 sponsors when it was 
introduced in Congress.

An argument put forth by the Administration is that only a small percentage of 
vendors are victims of this inattention but regardless of whether the bill is $1000 or 
$10000— if  it is past due 60,90 or 120 days the financial position of that business 
caused by this lack of good faith can be devastating. The State has put a high 
annual fiscal cost to this bill— this is just a good indication of what the vendors are 
carrying in past due accounts. There are many Alaskan business' that will not give 
our State agencies credit because of its poor paying habits.

This bill is needed in Alaska and it is supported by a large majority of Alaskan and 
other businesspersons.
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