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Fiscal Note: HB 2057210 March 17, 1383

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 dcllar 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 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 tor Bills Paid

________________ in Excess of 30 Days.

The preferrabis way to . j>id penalty payments 1is to pay
vendors within the 30 da" period. This is and always has been
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®s automated systems in order to address the
payment problem. The cost to the State in 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 205/210 -March 17, 1983

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 in a
timeiy 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 t he State in time and effort.

Lastly, it should be noted that the funding of the
interest paymerts 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
Fc .eral 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 achieving that goal.
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FURTHER

Date:

Mr. President:

The Committee on has had

under consideration and (a majority of the committee) (the committee)
reports it hack with the following recommendations:

[ 1 dopass [ 1 do not pass
t ] do pass with attached amendments(s)

] same title
[ 1 replace with CS for < [ | new title

and recommends

[ 1 AND attaches a "Letter of Intent" [ ] New Fiscal Note
] reports it back without recommendation
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CHAIRMAN



Offered: 6/15/83
Referred: Finance

Original sponsors: Shultz, Duncan
and Liska

IN THE HOUSE BY THE LABOR AND COMMERCE COMMITTEE
SENATE CS FOR CS FOR HOUSE BILL NO. 210 (L&C)
IN THE LEGISLATURE OF THE STATE 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
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29

purchases of goods or services provided a state agency must be made on
a required payment date that 1is

(&) the date on which payment 1is due under the terms of a
contract; or

(2) 30 days after receipt of a proper invoice for the
amount of the payment due, if a specific date on which payment 1is due
is not established by contract and if the invoice contains or is
accompanied by documents required by the contract or purchase order.

(b) If a seller offers a discount from the amount otherwise due
for property or services in 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.

(c) If payment for goods or services purchased by the state is
not made within 30 days of a required payment date under (a) (1) of
this section or on the required payment date specified in (a)(2) of
this section, the state shall pay interest on the unpaid balance fronm
the date of receipt of the invoice for the goods or services at the

rate of one and one-half percent a month unless an agreement exists

-1- SCS CSHB 210(L&C)



between the seller and the state that precludes the charging of inte;
est.
(d) This section does not apply

(¢D) if the cost of the goods or services purchased exceeds
$500,000; or

(2) to payment for any specific goods or services in dis-
pute after a seller of goods or services receives notice from the
state official responsible for authorizing payment for goods and
services that the amount of the invoice or quality of specific goods
or services 1is in dispute and stating the reasons for the dispute.

(e) Interest paid under (c) of this section shall be charged to
the budget of E%e state agency which purchased the goods or services.
() In this section

(1) “"dispute”™ means a determination by the state official
responsible for authorizing the payment!.! for the purchase of goods or
services that the performance or price charged is not in compliance
with the terms of the contract or purchase order;

(2) payment is considered made on the date when the payment
is personally delivered to th*. seller or agent of the seller or on the
date the payment 1is mailed;

* Sec. 2. >This Act does not apply to contracts entered into before the

effective date of this Act.

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

SCS CSHB 210(L&C)



Offered: 5/17/83
For Today"s Calendar

Original sponsors: Shultz, Duncan
and Liska

IN THE HOUSE BY THE FINANCE COMMITTEE
CS FOR HOUSE BILL NO. 210 (Finance) am
IN THE LEGISLATURE OF THE STATE OF ALASKA
THIRTEENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act relating to payment for purchoes by the
state; and providing for ar effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 37.05 is amended by adding U new section to read:

Sec. 37.05.275. PAYMENT FOR STATEPURCHASES. (a) Payment for
purchases of goods or services provideda state agency must be made on
a required payment date that is

(1) the date on which payment is due under the terms of a
contract; or

(2) 30 days after receipt of a proper invoice for the
amount of the payment due, if a specific date on which paymentis due
is not established by contract and if the invoice contains or is
accompanied by documents required by the contract or purchase order.

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

(c) IfT payment for goods or services purchased by the state Ls
not made within i0 days of a required payment date under (a)(l) of
this section or on the required payment date specified in (a)(2) of
this section, ,he state shall pay interest on the unpaid balance from
the date of receipt of the invoice for the goods or services at the

rate of one and one-half percent a month unless an agreement exists

-1- CSHB 210(Fin) am
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between the seller and the state that precludes the charging of in-
terest.
(d) This section does not apply

(1) 1if the costs of thegoods or services purchased exceeds
$500,000; or

(2) to payment for any specific goods or services 1in dis-
pute after a seller of goods or services receives notice from the
state official responsible for authorizing payment for goods and
services fct.at the amount of the invoice or quality of specific goods
or services is in dispute and stating the reasons for the dispute.

(e) Interest paid under (c) of this section shall be charged to
the budget of the state agency which purchased the goods or services.
(f) In this section

(1) "dispute™ means a determination by the state official
responsible for authorizing the payments for the purchase of goods or
services that the performance or price charged ia not in compliance
with the terms of the contract or purchase order;

(2) payment is considered made on the date when the payment
is personally delivered to the seller or agent of the seller or on the
date the payment 1is mailed;

(3) ™“"state agency” has the meaning given in AS 37.05.320

and also includes the legislative and judicial branches.

* 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, 1.983.

Oct I, 173

CSHB 210(Fin) am e
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National Federation of
Independent Business

June? 14, 19(33

Senator Richard Eliason, Chairman
Labor and Commerce Committee
Alaska State Senate

Pouch V
Juneau, Alaska 99811

SUBJECT: Support of HB 210

Dear Senator Eliason:

This bill would resolve the most serious problem encountered by the
Alaska business community when doing business with the Stale of
Alaska. "hat problem being the difficulty of obtaining a timely
payment of invoices when providing goods or services to the state.
The problem has become so severe 1In recent years that many businesses
will not dc business with the state because they cannot afford the
three to si* month wait before being paid. Presently, the state may
be charged interest on a late payment only on construction projects,
while all other vendors have no recourse but to wail until the statu
agency gets around Lo processing their invoice for payment.

The National Federation of Independent Business is a national

organization representing small businesses. OF aJl the states, Alaska
has the highost percentage ol the business communiLy as members,
currently in excess of 3,800. Before we take a position on at issue

in the Legislature, 1t must have been voted on by out member ship.
When the issue of the state paying interest, on over due accounts was
presented, 927. of our Alaska membership voted iIn suppor t of requiring
the _,tate to pay interest. This was the slLiungest i.,upnrL forany of
the 1i1ssues voted on in iscent years.

the Depar Lnient of Admi_ni.sli at ion ks, pi opurt™d a lisoul note which

dr gwati <e3l ly overstates the cost Lo the stake aqunci es if this
legislation were adopted. this was noted by the varions committees in
llr* House who passed the bill, out with a zero fiscal ridle. itis ew
strongly held position that when confronted with having Lo pay
interest, the agencies which have historically been Ilale paying their
bills will modi fy their payment procedure- to insure L. nely payment.

The memRQership of MF1B in Alaska will appreciate your committee Lai ipg
ravarahle action on Ihic bill.

Very truly yours.

Director, Govornmenlal Relations/Alaska
P.O. Box 194, Auke Bay, Alaska 99821. Tel: 907/586-4100



¥ | ; STATE OF ALASKA
| F I S C A L NOTE

1 \ONON

Revision Date:

l. REQUEST Il. FISCAL DETAIL

Bill/Resolution No.; CSHB210(FIM)arr Agency Affected:
Title: Relating to Payment of Interest Program Category Affected:

All

May 26, 1983

All

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

Requestor: Hou/.e Finance Committee

EXPENDITURES/REVENUES- (Thousands of Dollars)
Fy 83 FY 84 FYy 85
OPERATING
IOO PERSONAL SERVICES
200 TRAVEL
300 CONTRACTUAL
400 COMMODITIES
500 EQUIPMENT
600 LAND & STRUCTURES
700 GRANTS, CLAIMS, ETC 0 1,125.0 1,125.0

TOTAL OPERATING 0 ,i25.0 1,125.0

REVENUE

*UNDING: (Thousands of Dollars)
GENERAL FUND 0 1,125.0 1,125.0
FEDERAL FUNDS
OTHER (Specify Source)

POSITIONS:
Ffull-time
PART-TIME
TEMPORARY

M. SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:

V. ANALYSIS: Attach a separata pag any Analysis

cm |

Prepared By - Kenne tii A:, ihscho rector
Division: Finance

Approved by Commissioner: Lisa Rudd
Department: AOMINISTRATION ]

Distribution:
Original to Legislative Finance

Copy to Office of Management and Budget (for Legislature

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

Copy to Requestor (if different from Sponsor)

44D3/C516-1

FYy 86

1,125.0

1,125.0

1,125.0

Phono:

Date:

Date:

FY 87

1,125.0

1,125.0

1,125.0

465-2210
5/26/EJ

5/26/83

introduced bills)

3/26/83

Fy 88

1,125.0

1,125.0

1,125.0



Fiscal Note: CSHB210(FIN)am May 26, 1983

IV. ANALYSIS:

Differences between CS for HB-210(SAl and CS for HB-210(FIN) am
(May 17, 1983)

1. The Finance version section 1(c) changes the date for
determining when payment of interest should begin from the
required payment date to the date invoice for the goods or
services is received.

2. Sections 1(d)(2) or the finance version require notification
by the official responsible for authorizing payment rather
than the officer responsible for administering the contract
when payment for goods and services is in dispute.

3. Section 1(f)(1) was changed to be consistent with the change
in 1(d)(2) and made more generally applicable by adding
purchase order.

4. Section 1(f)(3) was changed to narrow the scope and
specifically include the legislative and judicial branches.

This does not appear to have a significantly different
fiscal impact from the analysis done versus the previous
bill version CSHB210 (State Affairs). That analysis dated
May 15, 1983 is attached. There are some potential
administrative impacts as follows:

a. The change to section 1(c) requiring interest be paid
based upon date of invoice receipt may be challengeable
by vendors who receive no interest for the same time

frame. If a vendor is paid on the 29th day after
receipt of invoice, no interest will be paid to that
vendor. If a vendor is paid on the 31st day after
receipt of invoice that vendor will be entitled to 31

days interest. Twenty-nine days of the two examples
overlap. Why should one vendor be paid and the other
vendor not paid? The prior version would have given
all subject vendors equal treatment.

1. Is the term Purchase Order singularly applicable to the
State purchase order form or should it be defined
broadly to all purchase type documents?

44133/0516-1-3



Attachment CSHB210(FIN)am
Fiscal Note: CSHB210(SA) May 15, 1983

IV. ANALYSIS:
Differences between Orig. HB-210 and CS for HB-210 (May 2, 1983)

1. The CS removes the stipulation that a discount must be taken
when discount is at least 0x | payment is made within
10 days of receipt of goods, services or invoice, whichever
is later, and substitutes, may take discount if made within
the specified period of time until payment is due.

2. The CS excludes the legislative agencies and the Court
System from subjectivity of this bill.

3. The CS specifies that the interest will be paid out of the
paying agencies budget. The original bill specifies that
the State will pay interest.

*

A
4. The substitute provides for a daily interest calculation
after 30 days where the original bill specifies a monthly
calculation. For example, if paid in 45 days under original
bill the state wou&owe 2% interest, under CS state would
owe approximately interest.
5. The original bill specifies that interest will be paid if

payment is not made within 30 days of receipt of goods and
invoice, but the substitute requires payment by contract due
date or within 30 days of receipt of invoice (excludes
receipt of goods which may be after receipt of invoice).

This does not appear to have a signifl'can’ \ different
impact from the analysis done versus the. previous bill
version HB205/210. That analysis dated March 17, 1983 is
attached.

4403/0516-1-2



A”Nzhment CSHB 210(FIN)ain
Fiscal Note: HE 205/210 March 17, 1983

IV. ANALYSIS

The Department of Administration is opposed to this Legis—
lation, not because we disagree with the idea of the State
paying its bi .1 in a timely manner, but because we Tfeel 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 might be, 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 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 prei“crrable way to avoid penalty payments 1is to pay
venders within the 30 day period. This 1is and always has been
the goal of the Department of Administration. The only effec—
tive way of doing this is either to divert current sti.iff of the
various State agencies to the effort of paying bills timely or
to develop the agencies internal procedures and the Department
ot Admin.istrationls automated systems in order to address the

payment problem. The cost to the State in 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

PoiMrtmont of Ad.mi.nrstratiion is currently in the process of



Attachment CSHB 210(FIN)am

Fiscal Note: HB 2057210 March 17, 1983

redesicnina the statev;ide accounting system which will include
features tnat wiil imorove the bill paying and tracking capa-—
bilities of the Stare.

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 nf 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 bo subject to
penalty, what period of time would be covered,, as well as the
logistics of making "thr" 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 achieving that goal.



EjgCUTIVE OFFICE! OF THE PP.MLD:s.
APrFICC OF MAUAGEWENT AND dM cct

WASHINGTON. D.C. ZTM

December 14, 1932

MEMORANDUM

SUBJECT: Payment Practices

It has come to our attention that several States have 1aws, or
are considering legislation, that 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. 57-177) 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 interest penalties shall
not be made from funds provided to the grant recip—
ient by a .-ederal agency, nor shall any non-Federal
funds expended for such interest penalties be counted
toward any matching requirement applicable to that

c = glep

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

A = uQ—'A'd'Ct——'

Joon J. Lordan
Deputy Associate Director
for Financial Managemen®



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 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 p,c.id in time, the State agency will
deduct the amount of the discount offered from twwu total amount of the invoice.

Subsection (c) establishes the rate of interest at 1.5% per month that
must be paid by .-.he 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) 1l.exempts purchases of more than $500,000 from the
provisions of the bill.

Subsection (d) 2. provides for an exception in the event the State
notifies the vendor or seller of a dispute in Lhe 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 noncompliance, 1in performance
or price, with the terms of the contract, as determinedby administering

State officer.

Subsection (f) 2. defines when payment is made.
Subsection (f) 3. defines a state agency /
Section 2. Exempts any contracts entered into before the effective date,

from this Act®"s provisions.

Section 3. Provides an effective data of July 1, 1983.



cr
BACKGROUND ON SSHB 210

This bill 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 sout cases even eliminates it
as the profit on articles is very marginal.

The bill 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 sp; "isors.

Mr. Leonard Lemon, Comptroller of the U.S. Army~# he 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 nas 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 will have to
reorganize their payment system in order to fulfill 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 bill is needed in Alaska and will be a great help to the average

small businessman that does business with state government.
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PUBLIC LAW 97-177 (S. 1131); May 21. 1962 '

PROMPT PAYMENT ACT

For Legislative History oj Act. see p. JU
An Art & riquivt Ik* Mar.l [* fxiy n<nrll Hi poymMtl, nnd If *|K*f

Be it enacted by the Senate and House of Representatives of the
United States ofAmerica in Congress assembled,

e SHORT TITIX

Section 1 This Act- may be cited as the Pr cmpt Payment Ac/t”
.. -

NTEREST PENALTIES 0s* LATE PAYM_ENTS

Tl ) - o B LEj TV J

Sec.. 2. (aXI) In accordance Wlth regulatlons prescrlbed by_.tne

Director, of .the Office of Management and-Budget, each.-Federal

agenrxi v/hich requires property or services. frorna .business concern

but which does not make payiuent.for each such complete delivered

item of property or service by the required payment.date shall,pay

an 'interest .penalty'..to-such business concern, in accordance with
this section bn the.amount o fthe pa\-m*eht wHicHis due.'-
(@ Such'regulations—' ‘- "f litr. VvI-'-Va',

.(A) shall specify, that, the required-payment date shaII be—"

:G) the date on ‘which*pa>m.ent_is.'due (irider the terms of
a the, contracct-for.the Blrovision 'of-?)ycpSiproperty or .service;
aj.- o ;oM 1S

* "(ii) thirty-days after receipt of"a' proper invoiced/or the
. - amount of the payment due- if-a specific;"date oh which
payment is due is not established by contract; ]

(BXi) in.the case of any acquisition of meat or ofa meat food
product, as-defined in section 2/aX3) of the Packers and Stock-
yards Act. 1921 (7 U.S.C. 182(3)), shall specify a required pay-
ment date which'is not later than seven days after the date of
delivery of such meat or meat food product; and

(i) in the case of any acquisition of a perishable agricultural
commodity, as defined in section 1(4) of.the.Perishable Agricul-
tural Commodities Act. 1930 (7 U.S.C. 499a(4)), shall specify a
required payment date consistent with requirements imposed
pursuant to such Act;-- 1. < mrUMUE!

(C) shall specify separate required payment dates for con-
tracts under which property or services are providv d in a series
of partial executions or deliveries, to the extent that such con-
tract provides for separate payment for such' partial execution
or delivery, and » v VW ety Lit

(D) shall require that, within fifteen.days after, the date .on
which any invoice is received, Federal agencies notify the busi-
ness concern, of any defect or impropriety, in such .invoice
which would prevent the running of the time perlod specified
in subparagraph (AXii).

CbXIl) Interest penalties on amounts due to a business concern
under this Act shall be paid to the business concern for the period

96 STAT. 85
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3! USC 16801

ll«*.

31USC1RO1.
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Interest rate
computation.

Publication in

Federal Register.

Unpaid interest
penalty.

Interest penalty
payments.

31 USC 1802.
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beginning on the day after the required payment date and ending
on the date on which payment of the amount due is made, except
that no interest penalty shall be paid if payment for the complete
delivered item of property or service concerned is made on or
before (A) the third day after the required payment date, in the
case of meat or a meat food product described in subsection
(aX2XBXi); (B) the fifth day after the required payment date, in the
case of mn "-agricultural -_"commodity described 1in subsection
(aX2XBXii); or (Q the fifteenth day after, the required payment date,
in the case of any other item. Interest shall be computed at the
rate determined by the Secretary of the.Treasury, for interest pay —
ments under section,12 of. the Contract_Disputes Act of 1978 (41
U.S.C. 611). The Secretary of the Treasury shall publish each such
rate in the Federal Register. .

@) Any amount of an interest penalty” which remains unpaid at
the "end of any thirty-day. period shall be added to the -principle
amount of the debt and thereafter interest penalties shall accrue
on such adde-3 vmount, . ;e r. ; T

© This section does not authorize the appropriation of additional
funds for the payment of interest penalties required by this section.
A Federal agency shall pay. .my interest penalties required by this
section out of funds made available for the administration or oper—
ation of the program for which the penalty was incurred.

(@dX1) Any recipient of a grant from a Federal agency®may pro—
vide in a contract® for acquisition of property or sendees from a
business concern for the payment of interest penalties on .amounts
overdue under such contract, except that— "

(A) in no case shall an obligation to pay such interest-penal —
ties he 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 recipient by a Federal
agency, nor shall any non-Federal funds expended, for such
interest penalties be counted toward any matching®"require—
ment applicable to that grant

(@) Such interest penalty payments shall be made under®such
terms and conditions as agreed to by the grant recipient and the
business concern, consistent with the gTant recipient®s usual busi—
ness pjactices and applicable State and local law.

LIMITATION ON DISCOUNT PAYMENTS

Sec. 3. (@ If a business concern offers a Federal agency a dis—
count from the amount otherwise due under a contract for prop
erty or services in exchange for payment within a specified period
of time, the Federal agency may make payment in an amount
equal to the discounted price only ifpayment is made within such
specified period of time.-

(b) Each agency which violates subsection (a) shall pay an inter—

est penalty on any amount which remains unpaid in violation of
such subsection. Such interest penalty shall acci ue on such unpaid
amount in accordance with the regulations prescribed pursuant to
section 2, except that the required payment d2le with respect to
such unpaid amount shall be the last day of the specified period of
time described in subsection (@).

96 ST.AT.. 86
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Sec. 4. (aXl) Claims for interest penalties which e Federal agency
has failed to pay in accordance with the requirements of section 2
or 3 of this Act may be filed under section 6 of the Contract Dis—
putes Act of 1978 (41 U.S.C. 605).

(2) Interest penalties under this Act shall not continue to accrue
(A) after the filing of a claim for such penalties under the Contract
Disputes Act of 1978, or (B) for mjre than one year.

(@) Paragraph (2) shall not be construed to preclude the accrual
of interest pursuant to section 12 of the Contract Disputes Act of
1978 (41 U.S.C. 611) after interest penalties have ceased accruing
under this Act, and interest pursuant to such section may accrue
on both any unpaid contract payment and on the unpaid interest
penalty required by this AcL

(b) Except as provided in section 3 with respect to disputes con—
cerning discounts, this Act shall not be construed to require inter—
est penalties on payments which are not made by the required
payment date by reason of a dispute between a Federal agency and
a business concern over the amount of that payment or other alle—
gations concerning compliance with a contract Claims concerning
any such dispute, and any interest which may be payable with
respect to the period while the. dispute is being resolved, shall be
subject to the Contract Disputes Act of 1978.

e - CONGRESSIONAL OVERSIGHT - - \%

Sec. 5. (@) Each Federal agency shall file with the Director of .the
Office.ofManagement and Budget a detailed report on any, interest
penalty payments made under this Act during the" preceding fiscal
year- / \ v X et £ s

() Such report 6hall include the number, @&mounts,*, and™ Tre-
quency-of .interest-penalty, payments,-and the re”nssuch “pay—
ments, were, not avoided by prompt payment, and shall!.he delivered
to-the;Directprwithin sixty days after_Uie"concluiion:of,each fiscal

WO-./ ek % Le -va--l]rlr Ay.

(©) The Director thall submi't to"the Committee, on”Boveriimriptal
AiTairs, the Committee on Appropriations, and the"Committee® on
Small Business of the Senate and to the Committee on Government
Operations, the Committee on Appropriations, and the Committee
on Small Business of the House of Representatives within one hun—
dred and twenty days after the conclusion of each fiscal year a
report on Federal agency compliance wdth the requirements of this®
Act. Such report shall include a summary of the report submitted
by each Federal agency under subsection (b) rind an analysis of the
progress made 1in reducing interest penalty payments by_that
agency from previous years. m Irov mYVIT» . ; VL

il o ..
DEFINITIONS'  tveu 2 ssHos
f/ rsensr. s?

Sec.6. For the purposes of.this Act- . ( -

(¢H) the term "Federal®ageiicy ™has the samemeaning as the
term "agency ™in section. 051(1) of title 5, United States Code,
but also includes any entity (A) which is operated exclusively
a> an instrumentality of such an agency for the purpose of
administering one or more programs of that agency, and (B)
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which 1is so identified foi this purpose by the head of such
agency;

(@) the term "business concern™ means any person engaged
in a trade cr business and nonprofit entities operating as con*
tractors;

(3 an invoice shall be considered a "proper invoice” when it
contains or is accompanied by such s ,/stantiating documenta—
tion (A) as the Director of the Ofl ;e of Management and

m -Budget may require by regulation,” and (B) as the Federal
"agency involved may require by regulation or contract;

- « (® an invoice shall be deemed to have been received by an

.- agency on the later of-

s : (A) the date on"whichthe agency 3designated payment
" T office’or finance center actually recefves ‘a‘pr,oper invoice;
o ®
=-¥i;(B) the date on which suchagency accepts the property
-,W or service concerned;* » -
*M ~*0®)a payment shall be considered made on the date on which
k  a check lor such payment isdated; and * " ee .

¥ ' (6) a contract for the rental of real or personal property is a
"contract for the acquisition of that property.

f“ ' ‘. "
Fese o ’'jt ecttvt.date
* oy * * « 1. . - )

SEC..7._(a) This Act applies to the acquisition of property or serv-
.ices-on or after the beginning of the first calendar quarter which*®
begins more than ninety days after the date of enactment of this
Ac t - 5
”7(b) The provisions of this Act-requiring the promulgation of regu—
lations shall be effective Upon enactment, and such regulations
shall be promulgated not later than ninety days after the dale of
enactment of this Act. .
.*(?The provisions of this Act shall apply to ti.uTennessee Valley
Authority, but any regulations prt nulgated under the authority of
tliis Act shall not be"applicable to the Tennessee Valley Authority,
which shall be solely responsible for implementing the provisions
of thisAct with respect to its contracts.

-Approved May 21,1982. :

LEGISLATIVE HISTORY—S. 1)37 (HJL <709):

HOUSE REPORT No. 97—<ﬁ)] accompanying H.R. <709 (Comm, on Govem-ient
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