


STATE OF-.ALASKA 
FISCAL .NOTE Revision Date 1*583“

I I .  FISCAL DETAIL
Agency A f f e c t e d : All

REQUEST
Ri 11 /R e s o lu t i o n No.: HB vnn /r i n „  - __________________
T i t l e :  R e l a t i n g  to Payment of I n t e r e st Program Category A f f e c t e d : A l T
Sponsor:__D u n c an / Sh ul t z______ by State BRU, Program o f Subprog ram(s ) A f f e c t e d :
Reques to r : H o u s e  S t a t e  A f f a i r s _______  _____________________ _________________________________

EXPENDITURES/REVENUES: (Thousands o f Do l l a r s )
FY 83 FY 84 FY 85 FY 86 FY 87 FY 88

OPERATING
100 PERSONAL SERVICES
200 TRAVEL
300 CONTRACTUAL
400 COMMODITIES 1
500 EQUIPMENT
600 LAND £ STRUCTURES _
700 GRANTS, CLAIMS, ETC 0 i , 125 . n 1 , 1 2 5 . f 1 , 1 2 5 . fll. 125.(1 1.125 . f

1 -  I“ TOTAL OpOTATInO 0 1,125.0 1,125. 0|1,125. f)|l,125.0 1,125.0"cA'P'iT'AT
REVENUE

FUNDING: (Thousands o f  D o l l a r s )
GENERAL FUND 
FEDERAL FUNDS 
OTHER (S pe c i f y Source)

0 tl. 12 5. nil. 125. oil. 12 5. nil. 12 5. o i l . 125. i
1

POSITIONS;
FULL-TIME 1 1
PART-TIME 1 1 1
TEMPCRARY 1 1 1

1 1 !

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

N o  s o u r c e  i d e n t i f i e d  b y  t h e  L e g i s l a t u r e

IV. ANALYSIS: A t ta c h a sepa ra te page f o r  any A n a l y s i s

Pi epared By: T o m  H a a s ,  A c t i n g  D i r e c t o r ______

D i v i s i o n :  F i n a n c e  ^
Approved by Commissioner^ f c T s a  Rudd ___
Depar tment : r A d m i n i  s t r a t  i o n

Phone: 4 6 5 - 2 2 4 0
Date: 3 / 1 7 / 8 3

Date: 3 / 1 7 / 8 3

Di s t r i b u t i o n :
O r i g i n a l to L e g i s l a t i v e  Finance
Copy to O f f i c e  o f Management and Budget ( f o r  L e g i s l a t u r e  in t r o d u c e d b i l l s )  
Copy to Department ( f o r  Governor in t r o d u c e d b i l l s )
Copy to  Sponsor



F i s c a l  N o te : HB 2 0 5 / 2 1 0  M a r c h  17, 1383

IV. A N A L Y S I S

The D e p a r t m e n t  of A d m i n i s t r a t i o n  is o p p o s e d  to this L e g i s­
lation, n ot  b e c a us e  we  d i s a g r e e  w i t h  the idea of the State 
p a y i n g  its bi ll  in a t imely manner, bu t  bec au s e we  feel the re
are b e t t e r  ways to addr es s  t h i s  problem. In d e t e r m i n i n g  the
f iscal impact on m a n d a t o r y  p a y m e n t  of interest, it is i m p o s­
sible to pl a ce  a d e f i n i t e  d cl l ar  a m o u n t  for the cost. M a n y  
items m u s t  be taken into c o ns ideratio n.

First, in o r d e r  to c a l c u l a t e  w h a t  the i n t e r e s t  cost w o u l d  
be, a d e t a i l e d  ana l ys is  w o u l d  be n e c e s s a r y  to d e t e r m i n e  w h a t  
the d ol la r  a m o u nt  of bi l ls  p a i d  in excess  of 30 day s m i g h t  be. 
R e a d i l y  a v a i l ab l e i n f o r m a t i o n  does n ot  exist. However , to show 
w h a t  the p o t e n t i a l  impac t m i g h t  be, we o f f e r  this example,
m a k i n g  a n u m b e r  of assumpti on s.

On the a s s u m p t i o n  th at the St at e a nnual b u d g e t  is $3.0 
b i l l i o n  and th at  50% of that b u d g e t  rep re s e nt s  v e n d o r  p a y m e n t s  
e f f e c t e d  by this legisl ation. F u r t h e r  we  assume th at  5% of the 
v e n d o r  p a y m e n t s  m i g h t  be s u b j ec t  to p e n a lt y  as d e f i n e d  in the 
L eg i slation . B a s ed  on these ass um pt ions, the i n t e r e s t  p e n a l t y  
c o u l d  be as h i g h  as $1,125, 00 0. 00.

C a l c u l a t e d  as follows:

$ 3 , 0 0 0 , 0 0 0 , 0 0 0 . 0 0  An nu a l  Bu dg et  
___________ X 50%

$ 1 , 5 0 0 , 0 0 0 , 0 0 0 . 0 0  P o t e n t i a l  V e n d o r  P a y m e n t s  
____________X 5%

$ 7 5 , 0 0 0 , 0 0 0 . 0 0  5% S u b j e c t  to P e n a lt y
X 0.15%

1 ,125,000.00 I n t er e st  P e n a lt y tor B i l l s  Paid  
----------------  in E x c e s s  of 30 Days.

The p r e f e r r a b i s  way to < j>id p e n a l t y  p a y m e n t s  is to pay 
v e n d o r s  w i t h i n  the 30 da' period. This is and a l w ay s  has be en  
the goal of the D e p a r t m e n t  of A d m i n i s t r a t i o n .  The o n ly  e f f e c­
tive way  of d o i n g  this is e i t h e r  to d i v e r t  c u r re nt  s ta f f of the 
v a r i o u s  State  a g e n c ie s to the e f f o r t  of p ay in g  b i ll s  t i m e l y  or 
to d e v e l o p  the a g e nc i es  in te rnal p r o c e d u r e s  and the D e p a r t m e n t  
of A d m i n i s t r a t i o n ' s  a u t o m a t e d  sy st ems in o r de r  to a d d r e ss  the 
p a y m e n t  problem. The cost to the Sta te in p r o v i d i n g  additional 
st af f or a bill p a y i n g  e f f o r t  that w o u l d  pay all b i l l s  w i t h i n  
30 days usin g the cur r en t  s y s te m  has not be d et er m in e d.  The 
D e p a r t m e n t  of A d m i n i s t r a t i o n  is c u r r e n t l y  in the p r o c e s s  of
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r e d e s i g n i n g  the s t a t e w ide a c c o u n t i n g  s y s t e m  w h i c h  w i l l  i n c l u d e  
f eature s that w i l l  improve the bill p a y i n g  and t r a c k i n g  c a p a­
bil i t i e s  o f the S t a t e .

W h i l e  we r e c o gn i ze  the p r o b l e m  of p a y i n g  v e n d o r s  in a 
t i m e i y  m a n n e r  is a se rious matter, we sh ou ld p o i n t  o u t  that for 
the m o s t  part, vend o rs  are pa i d timely. F or  a 12 m o n t h  pe ri od, 
the State pa id  on the averag e of 70,200 i n v o i c e s  a m o nt h.
D u r i n g  t h a t  time, the averag e p a y m e n t  time was 29 days. The 
h i g h  m o n t h l y  av er ag e  was 33 days w h i l e  the low m o n t h l y  a v e r a g e  
wa s 24 days. D u r i n g  this period, on l y  two m o n t h s  e x c e e d e d  30 
d a y s  p a y m e n t  time.

In ad d i ti o n to the costs of a t t e m p t i n g  to i m p r o v e  the 
p a y m e n t  time and the p o t e n ti al  i n t e r e s t  pe na l ti e s,  w e  s h o ul d  
a l s o  c o n s i d e r  the cos t of i n c r e a se d  b u r e a u c r a c y  that w o u l d  be 
i n v o l v e d  in d e t e r m i n i n g  wh a t p a y m e n t s  w o u l d  be s u b j e c t  to 
penalty, w h a t  p e r i o d  of time w o u l d  be covered, as w e l l  as the 
l o g i s t i c s  of m a k i n g  the in te rest pay me nts, all of these w o u l d  
be  costs t he State in time and effort.

Lastly, it should be n o te d  that the f u n d i n g  of  the 
i n t e r e s t  p a y m e rt s  w o u l d  need to be 100% S tate funds. W e  have 
be en  ad v is e d by the U.S. Office of M a n a g e m e n t  and B u d g e t  that 
the P r o m p t  Paym e nt  Act (P.L. 970177) p r o h i b i t s  the u se  of 
Fc .eral g ra nt funds for the agencie s that are p r i m a r i l y  
f e d e r a l l y  funded. (Copy of OMB letter attached)

Again, we are not op po sed to t i m e l y  p a y m e n t  of v e n d o r  
b i l l s  but are co nc e rn ed  w i t h  the m e t h o d  of a c h i e v i n g  t h a t  goal.



T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A  

T H I R T E E N T H  L E P I S L A T O R E

F I S C A L  N O T E

I. R E Q U E S T
B i l l / R e s o l u t i o n  No. C S H B  2 1 0  (finance)_________________ ~_________________________

T i t l e  R e l a t i n g  to p a y m e n t  for p u c h a s e s  b v  the s t a t e

R e q u e s t e d  b y  H o u s e  F i n a n c e C o m m i r t e e    D a t e  5 / 2 6 / 8 3 ______

II. F I S C A L  D E T A I L
A g e n c y  A f f e c t e d  a l l _________________________________________________________________

P r o g r a m  C a t e g o r y  A f f e c t e d  a l l ________________________________________________
BRU, P r o g r a m ,  O r  S u b p r o g r a m ( s )  A f f e c t e d _____________________________________________ _

( N o t e : I f  m o r e  t h a n  o n e  b u d g e t  c o m p o n e n t  is a f f e c t e d ,  s e p a r a t e  l i n e - i t e m  
a m o u n t s  a n d  f u n d i n g  f o r  e a c h  c o m p o n e n t  i n  th e a n a l y s i s  s e c t i o n . )

E X P E N D I T U R E S  ( T h o u s a n d s  o f  D o l l a r s )COooE

FY 84 FY 85 FY 8 6 FY 87 FY 88

100 PERSONAL SERVICES
200 TRAVEL
300 CONTRACTUAL
400 COMMODITIES
500 EQUIPMENT
60p LAND & STRUCTURES
70C GRANTS,CLAIMS,ETC. .

TOTAL

F U N D I N G  ( T h o u s a n d s  o f  D o l l a r s )

GENERAL FUND
FEDERAL FUNDS
OTHER (Specify Source)

— e------

n
n

POSITIONS

FULL TIME 0 •
PART TIME 0
TEMPORARY 0

•

III. A N A L Y S I S  (See F i s c a l  N o t e  P r e p a r a t i o n  I n s t r u c t i o n ,  S e c t i o n  III)

. IV. D A T E ___________5 / 1 B / 8 3 _____________ P R E P A R E D  B Y  A 1  A d a m s ,  C h a i r m a n

A G E N C Y __________ ~ H o u s e  F i n a n c e  C o m m i t t e e
O r i g i n a l :  L e g i s l a t i v e  F i n a n c e  P H O N E _____________ __________________

cc~: B u d g e t  a n d  M a n a g e m e n t

P r i m e  S p o n s o r  ( F i r s t  L e g i s l a t o r  N a m e d )

33-001 (Rev. 12/82)
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*  * 1.

• >
COMMITTEE R E P ^T  

SENATE

FURTHER

Mr . P r e s i d e n t :  

The Comm i t t e e on

D a t e :

has had

u n d e r  c o n s i d e r a t i o n  and (a m a j o r i t y  o f  t he c omm i t t e e )  ( t h e  c o mm i t t e e )  
r e p o r t s  i t  hac k w i t h  t h e  f o l l o w i n g  r e c omme n d a t i o n s :

[ ] 

t ] 

[ ]

[ ] 

I ] 

[ ]

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

do pass w i t h  a t t a c h e d  amendmen t s ( s )

r e p l a c e  w i t h  CS f o r   _____________________________<_

and recommends

] same t i t l e  
[ j new t i t l e

AND a t t a c h e s  a " L e t t e r  o f  I n t e n t "  [ ]

r e p o r t s  i t  bac k w i t h o u t  r e c ommen d a t i o n 

r e f e r r e d  t o t h e

New F i s c a l  No t e

Commi t t e e

MEMBERS SIGNING 
DO PASS■*.' : i f

MEMBERS HAVING 
OTHER RECOMMENDATIONS:

CHAIRMAN



O f f e r e d :  6 / 1 5 / 8 3
R e f e r r e d :  F i n a n c e

O r i g i n a l  sp o n s o r s :  S h u l t z ,  D u n c a n
and Liska

1 IN T H E  H O U S E  B Y  T H E  L A B O R  A N D  C O M M E R C E  C O M M I T T E E

2 S E N A T E  CS F O R  CS F O R  H O U S E  B I L L  NO. 2 10  (L&C)

3 I N  T H E  L E G I S L A T U R E  OF T H E  S T A T E  O F  A L A S K A

4 T H I R T E E N T H  L E G I S L A T U R E  - F I R S T  S E S S I O N

5 A  B I L L

6 F o r  a n  Act e n t i t l e d :  " A n  A c t  r e l a t i n g  to p a y m e n t  f or p u r c h a s e s  b y  the

7 sta te ; a n d  p r o v i d i n g  f o r  an e f f e c t i v e  d a t e . "

8 BE  IT E N A C T E D  B Y  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  AL A S K A :

9 * S e c t i o n  1. A S  3 7.0 5 is a m e n d e d  by a d d i n g  a n e w  s e c t i o n  to read:

10 Sec. 3 7 . 0 5 . 2 7 5 .  P A Y M E N T  F O R  S T A T E  P U R C H A S E S .  (a) P a y m e n t  f o r

11 p u r c h a s e s  of g o o d s  o r  s e r v i c e s  p r o v i d e d  a s t a t e  a g e n c y  m u s t  b e  m a d e  on

12 a r e q u i r e d  p a y m e n t  d a t e  that is

13 (1) the d a t e  on  w h i c h  p a y m e n t  is d u e  u n d e r  the t e r m s  o f  a

14 c o n t r a c t ;  or

15 (2) 30 d a y s  a f t e r  r e c e i p t  of a p r o p e r  i n v o i c e  fo r the

16 a m o u n t  of the p a y m e n t  due, if a s p e c i f i c  d a t e  o n  w h i c h  p a y m e n t  is d u e

17 is not e s t a b l i s h e d  by c o n t r a c t  a n d  if the  i n v o i c e  c o n t a i n s  o r  is

18 a c c o m p a n i e d  by d o c u m e n t s  r e q u i r e d  by  the c o n t r a c t  o r  p u r c h a s e  order.

19 (b) If a s e l l e r  o f f e r s  a d i s c o u n t  fr o m  the a m o u n t  o t h e r w i s e  d u e

20 fo r p r o p e r t y  o r  s e r v i c e s  in e x c h a n g e  f o r  p a y m e n t  w i t h i n  a s p e c i f i e d

21 p e r i o d  of  time, the s t a t e  a g e n c y  m a y  m a k e  p a y m e n t  i n  an  a m o u n t  e q u a l

22 to the d i s c o u n t e d  p r i c e  o n l y  if p a y m e n t  is m a d e  w i t h i n  the s p e c i f i e d

23 p e r i o d  of  time.

24 (c) If p a y m e n t  for  g o o d s  or  s e r v i c e s  p u r c h a s e d  by the s t a t e  is

25 n o t  m a d e  w i t h i n  30 d a y s  of  a r e q u i r e d  p a y m e n t  d a t e  u n d e r  (a)(1) of

26 t hi s  s e c t i o n  o r  on t h e  r e q u i r e d  p a y m e n t  d a t e  s p e c i f i e d  in (a)(2) of

27 t h i s  s e c t i o n ,  the s t a t e  sh al l pay i n t e r e s t  o n  the u n p a i d  b a l a n c e  f r o m

28 t h e  d a t e  of r e c e i p t  of the i n v o i c e  for the g o o d s  o r  s e r v i c e s  at the

29 rat e  of one  a n d  o n e - h a l f  p e r c e n t  a m o n t h  u n l e s s  an  a g r e e m e n t  e x i s t s
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b etw een t h e  s e l l e r  and t h e  s t a t e  t h a t  p r e c lu d e s  th e  c h a r g in g  o f  i n t e ;

p u t e  a f t e r  a s e l l e r  of g o o d s  or s e r v i c e s  r e c e i v e s  n o t i c e  f r o m  t h e  

s t a t e  o f f i c i a l  r e s p o n s i b l e  for  a u t h o r i z i n g  p a y m e n t  for g o o d s  a n d  

s e r v i c e s  th a t  the a m o u n t  o f  the i n v o i c e  or q u a l i t y  of  s p e c i f i c  g o o d s  

o r  s e r v i c e s  is in d i s p u t e  a n d  s t a t i n g  the r e a s o n s  for th e d i s p u t e .

(e) I n t e r e s t  p a i d  u n d e r  (c) of t his s e c t i o n  s h a l l  b e  c h a r g e d  to

t h e  b u d g e t  of the s t a t e  a g e n c y  w h i c h  p u r c h a s e d  t h e  g o o d s  or s e r v i c e s .
%

(f) In this s e c t i o n

r e s p o n s i b l e  f o r  a u t h o r i z i n g  the payment!.! fo r the p u r c h a s e  of g o o d s  o r  

s e r v i c e s  tha t the  p e r f o r m a n c e  or  p r i c e  c h a r g e d  is no t in c o m p l i a n c e  

w i t h  the t e r m s  of t h e  c o n t r a c t  o r  p u r c h a s e  ord er ;

is p e r s o n a l l y  d e l i v e r e d  to th*. s e l l e r  o r  a g e n t  of  the s e l l e r  o r  on t h e

d a t e  the p a y m e n t  is m a i l e d ;

 >
* Sec. 2. T h i s  A c t  d o e s  n o t  a p p l y  to c o n t r a c t s  e n t e r e d  i n t o  b e f o r e  th e 

e f f e c t i v e  d a t e  of thi s Act.

* Sec. 3. T h i s  Act t a k e s  e f f e c t  O c t o b e r  1, 1983.

e s t .

(d) T h i s  s e c t i o n  d o e s  not  a p p l y

(1) if t h e  cost of  th e g o o d s  o r  s e r v i c e s  p u r c h a s e d  e x c e e d s  

$ 5 0 0 , 0 0 0 ;  o r

(2) to p a y m e n t  f o r  a n y  s p e c i f i c  g o o d s  or s e r v i c e s  in d i s -

(1) " d i s p u t e "  m e a n s  a d e t e r m i n a t i o n  b y  the s t a t e  o f f i c i a l

(2) p a y m e n t  is c o n s i d e r e d  m a d e  o n  the d a t e  w h e n  t h e  p a y m e n t

SCS CSHB 210(L&C)
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Of f e r e d :  5 / 1 7 / 8 3
F o r  T o d a y ' s  C a l e n d a r

O r i g i n a l  s p o n s o r s :  Shultz, D u n c a n
a n d  L i s k a

IN T H E  H O U S E  B Y  T H E  F I N A N C E  C O M M I T T E E

CS F O R  H O U S E  B I L L  NO. 210 (Fi nan ce ) am 

IN T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A  

T H I R T E E N T H  L E G I S L A T U R E  - F I R S T  S E S S I O N  

A  B I L L

Fo r an Act e n t i t l e d :  "An A c t  r e l a t i n g  to p a y m e n t  for p u r c h o e s  by the

state; and  p r o v i d i n g  f or  ar e f f e c t i v e  d a t e . "

BE  IT E N A C T E D  BY T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  ALASKA:

* S e c t i o n  1. A S  37 .0 5 is a m e n d e d  b y  a d d i n g  u n e w  s e c t i o n  to read:

Sec. 3 7 . 0 5 . 2 7 5 .  P A Y M E N T  F OR S T A T E  P U R C H A S E S .  (a) P a y m e n t  for

p u r c h a s e s  of g o o d s  or s e r v i c e s  p r o v i d e d  a s t a t e  a g e n c y  m u s t  be m a d e  on

a r e q u i r e d  p a y m e n t  d a t e  that is

(1) the d a t e  o n  w h i c h  p a y m e n t  is due  u n d e r  t he  t e rm s of a 

c o n t r a c t ;  or

(2) 30 days a f t e r  r e c e i p t  of a p r o p e r  i n v o i c e  for the

am o u n t  of the p a y m e n t  due, if a s p e c i f i c  d a t e  on  w h i c h  p a y m e n t  is du e

is not e s t a b l i s h e d  by c o n t r a c t  an d if the i n v o i c e  c o n t a i n s  or is

a c c o m p a n i e d  by d o c u m e n t s  r e q u i r e d  by the c o n t r a c t  or  p u r c h a s e  order.

(b) If a s e l l e r  o f f e r s  a d i s c o u n t  f r o m  the amo un t o t h e r w i s e  du e 

for p r o p e r t y  or s e r v i c e s  in e x c h a n g e  for p a y m e n t  w i t h i n  a s p e c i f i e d  

p e r i o d  of t - i , the sta te  a g e n c y  m a y  m a k e  p a y m e n t  in a n  a m o u n t  e q u a l  

to the d i s c o  n t e d  p r i c e  o n l y  if p a y m e n t  is m a d e  w i t h i n  the s p e c i f i e d  

p e r i o d  of time.

(c) If p a y m e n t  for g o od s or s e r v i c e s  p u r c h a s e d  by the s ta te Ls 

not m a d e  w i t h i n  i0 d a y s  of a r e q u i r e d  p a y m e n t  d a t e  u n d e r  (a)(1) of 

this s e c t i o n  or on the r e q u i r e d  p a y m e n t  d a t e  s p e c i f i e d  in (a)(2) of 

this se ct i o n ,  ,he s t a t e  s hal l pay  i n t e r e s t  on  the u n p a i d  b a l a n c e  fro m 

the d a t e  of r e c e i p t  of the i n v o i c e  for the g o o d s  or s e r v i c e s  at the 

rate of one and o n e - h a l f  p e r c e n t  a m o n t h  u n l e s s  an a g r e e m e n t  e x i s t s

- 1 -  CSHB 2 10 (F in )  am



a

1 b e t w e e n  the s e l l e r  an d t h e  s t a t e  that p r e c l u d e s  the  c h a r g i n g  of  in-

2 terest.

3 (d) T h i s  s e c t i o n  d o e s  n o t  ap pl y

4 (1) if the costs o f  the go od s o r  s e r v i c e s  p u r c h a s e d  e x c e e d s

5 $5 0 0 , 0 0 0 ;  or

6 (2) to p a y m e n t  fo r any s p e c i f i c  g o o d s  or  s e r v i c e s  i n  dis-

7 p u t e  a f t e r  a s e l l e r  of g o o d s  or s e r v i c e s  r e c e i v e s  n o t i c e  f r o m  the

8 s t a t e  o f f i c i a l  r e s p o n s i b l e  for a u t h o r i z i n g  p a y m e n t  fo r g o o d s  and

9 s e r v i c e s  fct.at the amount of the i n v o i c e  o r  q u a l i t y  of s p e c i f i c  g o o d s

10 or s e r v i c e s  is in  d i s p u t e  an d s t a t i n g  the r e a s o n s  fo r the di sp u t e .

11 (e) I n t e r e s t  p a i d  u n d e r  (c) of this s e c t i o n  s h a l l  be c h a r g e d  to

12 the b u d g e t  of the s ta te  a g e n c y  w h i c h  p u r c h a s e d  the g o o d s  o r  s e r v i c e s .

13 (f) In  this s e c t i o n

14 (1) " d i s p u t e "  m e a n s  a d e t e r m i n a t i o n  by the s t a t e  o f f i c i a l

15 r e s p o n s i b l e  for a u t h o r i z i n g  the p a y m e n t s  for the  p u r c h a s e  of g o o d s  or

16 s e r v i c e s  that the p e r f o r m a n c e  or p r i c e  c h a r g e d  ia not in c o m p l i a n c e

1/ w i t h  the terms of the c o n t r a c t  or p u r c h a s e  order;

18 (2) p a y m e n t  is c o n s i d e r e d  m a d e  o n  the d a t e  w h e n  the p a y m e n t

19 is p e r s o n a l l y  d e l i v e r e d  to the s e l l e r  or  agent of the s e l l e r  or on the

20 d a t e  the p a y m e n t  is m a i l e d ;

21 (3) " s t a t e  a g e n c y "  has the m e a n i n g  g i v e n  in AS 3 7 . 0 5 . 3 2 0

22 a n d  al s o  i n c l u d e s  the l e g i s l a t i v e  a n d  j u d i c i a l  b r a n c h e s .

23 * Sec. 2. This  Act does  not  a p p l y  to c o n t r a c t s  e n t e r e d  in t o  b e f o r e  the

24 e f f e c t i v e  d a t e  of this Act.

25 * Sec. 3. T h i s  Act takes (effect Ju l y  1, 1.983.

#

CSHB 2 1 0 (F in )  am - 2 -
Oct  I, 1 ^ 3
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N a m e  ( p l e a s e  print) A d d r e s s R e p r e s e n t i n g
T e s t i f y ? ?  
(YES or  NO)

P h o n e
N u m b e r
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S I G N - I N  S H E E T  P r o p o s e d  L e g i s l a t i o n /^^^/Q

N a m e  ( p l e a s e  print)

A
& 4 t z y £ .

A d d r e s s

------------------------- yt---------------------

R e p r e s e n t i n g
T e s t i f y ? ?  

(YES or  NO)
P h o n e
N u m b e r

j X ^ T . Q - r  A o t l t * . - V ,

- V / < r c

S E N A T E  L A D r n  A N D  C O M M E R C E  C O M M I T T E E

H ? \ / r n e > n 4  "J" V e n d o r - S
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National Federation of 
Independent Business

June? 14, 19(33

S e n a t o r  R i c h a r d  Eli as on ,  C h a i r m a n  
L a b o r  and C o m m e r c e  C o m m i t t e e  
A l a s k a  S t a t e  S e n a t e  

P o u c h  V
J u n e a u ,  A l a s k a  99811

SU BJ ECT : S u p p o r t  of HB  2 1 0

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 in 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 waiI 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 aJ1 the states, Alaska 
has the hi ghost percentage ol the business communiLy as members, 
currently in excess of 3,800. Before we take a position on art issue 
in the Legislature, it 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 in suppor t of requiring 
the _,t.ate to pay interest. This was the sLi unqest i.,uppnr L for any of
the issues voted on in i scent years.

the Depar Lnient of Admi.ni.sli at ion It.s. pi opurt'd a I i soul note which 
dr tjwnati <:«-»,I ly overstates the cost Lo the stake aqunci es i f this 
legislation were adopted. this was noted by the varions committees in 
llr:* House who passed the bill, out with a zero fiscal rid I e. it is ecu
strongly held position that when confronted with having Lo pay
interest, the agencies which have historically been I ale paying their 
bills will modi fy their payment procedure- to insure Li. nely payment.

The membership of MF1B in Alaska will appreciate your committee Lai i pg 
f a v a r a h 1e act ion on Ihic bill.

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

Very truly yours.



. * | ; STATE OF ALASKA ^  1 \Ô Qr\______________
| F I S C A L  NOTE | Revis ion Date: May 26, 1983

I . REQUEST I I .  FISCAL DETAIL
B i 11 /Reso lu t ion No.; CSHB210(FIM)arr Agency A f fe c t e d : A l l_________ ____________
T i t l e :  Re la t ing to Payment o f I n t e r e s t Program Category A f fe c te d : A l l
Sponsor: Duncan/Shul tz_________by Sta te BRU, Program o f Subprogram(s) A f fe c te d :
Requestor: Hou/.e Finance Committee  _____________________________________________

EXPENDITURES/REVENUES-- (Thousands o f D o l la r s )
FY 83 FY 84 FY 85 FY 86 FY 87 FY 88

OPERATING
lOO PERSONAL SERVICES
200 TRAVEL
300 CONTRACTUAL
400 COMMODITIES
500 EQUIPMENT
600 LAND & STRUCTURES
700 GRANTS, CLAIMS, ETC 0 1,125.0 1,125.0 1,125.0 1,125.0 1,125.0

TOTAL OPERATING 0 l , i 2 5 . 0 1,125.0 1,125 .0 1,125.0 1,125 .0

z m m

REVENUE

•'UNDING: (Thousands o f Do l l a r s )
GENERAL FUND 0 1,125.0 1,125.0 1,125.0 1,125.0 1,125.0
FEDERAL FUNDS
OTHER (Spec i fy Source)

POSITIONS:
full - time
PART-TIME
TEMPORARY

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

Phono: 465-2210
Date: 5 / 26/EJ

Approved by Commissioner: L isa Rudd ' Date: 5/26/83
Department: AOMINISTRATION ■

D i s t r i b u t i o n :
O r ig in a l to Leg i s l a t i v e Finance
Copy to Of f i ce o f  Management and Budget ( f o r  L e g i s l a t u r e in t roduced b i l l s )  
Copy to Department ( f o r  Governor in t roduced b i l l s )
Copy to Sponsor
Copy to Requestor ( i f  d i f f e r e n t  f rom Sponsor) 3/26/83

IV. ANALYSIS: A t tach a separa ta pag
m  c m i
t.ii A:, ihschon i n -Prepared By Kenne 

D iv i s i o n : Finance

any Ana lys is 

r e c to r

44D3/C516-1



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

IV. ANALYSIS:

D i f fe rences between CS f o r  HB-210(SAl and CS f o r  HB-210(FIN) am
(May 17, 1983)

1. The Finance vers ion sec t ion 1(c ) changes the date f o r  
dete rm in ing when payment o f i n t e r e s t should begin from the 
requ i red payment date to the date in vo ic e f o r  the goods or 
se rv ices is rece ived .

2. Sect ions 1 ( d ) ( 2 ) or the f inance ve rs ion requ i r e n o t i f i c a t i o n  
by the o f f i c i a l  respons ib le f o r  a u th o r i z i n g payment r a t h e r 
than the o f f i c e r  respons ib le f o r  adm in is te r in g the co n t r a c t 
when payment f o r  goods and se rv ice s i s in d ispu te .

3. Sect ion 1 ( f ) ( 1 )  was changed to be con s i s t e n t w i t h the change 
in 1 ( d ) ( 2 ) and made more gen e ra l l y a pp l i c a b le by adding 
purchase o rde r .

4. Sect ion 1 ( f ) ( 3 )  was changed to narrow the scope and 
s p e c i f i c a l l y  inc lude the l e g i s l a t i v e  and j u d i c i a l  branches.

Th is does not appear t o  have a s i g n i f i c a n t l y  d i f f e r e n t  
f i s c a l impact from the ana ly s i s done versus the prev ious 
b i l l  ve rs ion CSHB210 (S ta te A f f a i r s ) .  That ana ly s i s dated 
May 15, 1983 is a t tached . There are some po te n t i a l 
a dm in i s t r a t i v e  impacts as f o l l o w s :

a. The change to sec t ion 1(c) r e q u i r i n g i n t e r e s t be paid
based upon date o f in vo ic e re c e ip t may be cha l lengeab le by vendors who rece ive no in t e r e s t f o r  the same time 
frame. I f  a vendor is paid on the 29th day a f t e r  
r e c e i p t o f in v o i c e , no in t e r e s t w i l l  be paid to th a t 
vendor. I f  a vendor i s paid on the 31st day a f t e r  
r e c e i p t o f invo ice th a t vendor w i l l  be e n t i t l e d  to 31 
days i n t e r e s t .  Twenty -n ine days o f the two examples 
ove r la p . Why should one vendor be paid and the o th e r 
vendor not paid? The p r i o r  ve rs ion would have given 
a l l  sub je c t vendors equal t rea tmen t .

I). Is the term Purchase Order s i n g u l a r l y  app l i c ab le to the 
Sta te purchase o rde r form o r should i t  be def ined 
b road ly to a l l  purchase type documents?

44133/0516-1-3



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

IV. ANALYSIS:

D i f fe rences between Or ig . HB-210 and CS f o r  HB-210 (May 2 , 1983)

1. The CS removes the s t i p u l a t i o n  t h a t a d is coun t must be taken 
when d iscoun t i s  a t le a s t 2% .* i payment i s  made w i t h i n
10 days o f re c e ip t o f goods, se rv i ce s o r i n v o i c e , wh ichever 
is l a t e r ,  and s u b s t i t u t e s , may take d is coun t i f  made w i t h i n  
the sp e c i f i e d per iod o f t ime u n t i l  payment i s  due.

2. The CS exc ludes the l e g i s l a t i v e  agencies and the Cour t 
System from s u b j e c t i v i t y  o f t h i s  b i l l .

3. The CS sp e c i f i e s th a t the i n t e r e s t  w i l l  be pa id ou t o f the 
paying agencies budget. The o r i g i n a l b i l l  s p e c i f i e s  t h a t 
the Sta te w i l l  pay i n t e r e s t .

* , /
4. The s u b s t i t u t e  prov ides f o r  a d a i l y  i n t e r e s t c a l c u l a t i o n  

a f t e r  30 days where the o r i g i n a l b i l l  s p e c i f i e s a month ly 
c a l c u l a t i o n . For example, i f  pa id in 45 days under o r i g i n a l 
b i l l  the s ta te would owe 2% i n t e r e s t ,  under CS s ta te  would 
owe approx ima te ly 37= in t e r e s t .

5. The o r i g i n a l b i l l  s p e c i f i e s t h a t i n t e r e s t w i l l  be pa id i f  
payment i s not made w i t h i n  30 days o f r e c e i p t o f goods and 
in v o i c e , but the s u b s t i t u t e  requ i r e s payment by co n t r a c t due 
date o r w i t h i n  30 days o f  r e c e i p t o f in vo ic e (exc ludes 
re c e ip t o f goods which may be a f t e r  r e c e i p t o f i n v o i c e ) .

Th is does not appear to have a s ig n i f l ' c a n ' \ d i f f e r e n t  
impact from the ana ly s i s done versus the. p rev ious b i l l  
ve rs ion HB205/210. That a na ly s i s dated March 17, 1983 is 
a ttached .

4403/0516-1-2
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F i s c a l  N o t e :

m .

HE 2 0 5 / 2 1 0

A^zhment CSHB 2l0(FIN)ain

M a r c h  17, 1 9 8 3

IV. A N A L Y S I S

The D e p a r t m e n t  of A d m i n i s t r a t i o n  is o p p o s e d  to t h i s  L e g i s­
lation, n o t  b e c a u s e  we d i s a g r e e  w i t h  the i d e a  of  the  S t a t e  
p a y i n g  its bi .1 in a t i m e l y  m a n n e r ,  b u t  b e c a u s e  w e  feel t h e r e
a r e  b e t t e r  w a y s  to a d d r e s s  t h i s  p r o b l e m .  I n d e t e r m i n i n g  t h e
fi s c a l  i m p a c t  on  m a n d a t o r y  p a y m e n t  of  i n t e r e s t ,  it is i m p o s ­
si b l e  to p l a c e  a d e f i n i t e  d o l l a r  a m o u n t  for the  cost. M a n y  
i t e m s  m u s t  be t a k e n  into  c o n s i d e r a t i o n .

F irst, in o r d e r  to c a l c u l a t e  w h a t  the  i n t e r e s t  c o s t  w o u l d  
be, a d e t a i l e d  a n a l y s i s  w o u l d  be n e c e s s a r y  to d e t e r m i n e  w h a t  
t h e  d o l l a r  a m o u n t  o f  b i l l s  p a i d  in e x c e s s  o f  30 d a y s  m i g h t  be. 
R e a d i l y  a v a i l a b l e  i n f o r m a t i o n  d o e s  n o t  ex is t.  H o w e v e r ,  to s h o w  
w h a t  the p o t e n t i a l  i m p a c t  m i g h t  be, w e  o f f e r  t h i s  e x a m p l e ,
m a k i n g  a n u m b e r  of a s s u m p t i o n s .

On the a s s u m p t i o n  t h a t  t h e  S t a t e  a n n u a l  b u d g e t  is $ 3 . 0  
b i l l i o n  an d  t h a t  50% of t h a t  b u d g e t  r e p r e s e n t s  v e n d o r  p a y m e n t s  
e f f e c t e d  b y  this l e g i s l a t i o n .  F u r t h e r  w e  a s s u m e  t h a t  5% o f  th e 
v e n d o r  p a y m e n t s  m i g h t  be s u b j e c t  to p e n a l t y  as d e f i n e d  i n  th e 
L e g i s l a t i o n .  B a s e d  on t h e s e  a s s u m p t i o n s ,  t h e  i n t e r e s t  p e n a l t y  
c o u l d  be as h i g h  as $ 1 , 1 2 5 , 0 0 0 . 0 0 .

C a l c u l a t e d  as fo ll ow s:

$ 3 , 0 0 0 , 0 0 0 , 0 0 0 . 0 0  
____________ X 50%

$ 1 , 5 0 0 , 0 0 0 , 0 0 0 . 0 0  
____________ X 5%

$ 7 5 , 0 0 0 , 0 0 0 . 0 0
____________ X 0.15%

$ 1 , 1 2 5 , 0 0 0 . 0 0

A n n u a l  B u d g e t

P o t e n t i a l  V e n d o r  P a y m e n t s

5% S u b j e c t  to P e n a l t y

I n t e r e s t  P e n a l t y  for B i l l s  P a i d  
in E x c e s s  o f 30 Days.

The prei'crrable w a y  to a v o i d  p e n a l t y  p a y m e n t s  is to p a y  
v e n d e r s  w i t h i n  the 30 d a y  per iod . T h i s  is a nd  a l w a y s  h a s  b e e n  
the go a l of the D e p a r t m e n t  of A d m i n i s t r a t i o n .  The o n l y  e f f e c ­
tive w a y  of d o i n g  this is e i t h e r  to d i v e r t  c u r r e n t  sti.iff o f  the 
v a r i o u s  S ta te  a g e n c i e s  to the e f f o r t  o f p a y i n g  b i l l s  t i m e l y  or  
to d e v e l o p  the a g e n c i e s  i n t e r n a l  p r o c e d u r e s  and the D e p a r t m e n t  
ot A dm in .is tr ati on1 s a u t o m a t e d  s y s t e m s  in o r d e r  to a d d r e s s  the 
p a y m e n t  problem. Th e c o s t  to the S t a t e  in p r o v i d i n g  a d d i t i o n a l  
staff or a bill p a y i n g  e f f o r t  that w o u 1d pa y all b i l l s  w i t h i n  
30 da y s u si ng  the c u r r e n t  s y s t e m  ha s  n o t  be d e t e r m i n e d .  T h e  
P o i M r t m o n t  of Ad.mi. n r strati ion is c u r r e n  t: 1 y in the p r o c e s s  of
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r e d e s i c n i n a  the s tatev;ide a c c o u n t i n g  s y s t e m  w h i c h  w i l l  i n c l u d e  
f e a t u r e s  tnat w i i l  i m o r o v e  the  b i l l  p a y i n g  an d t r a c k i n g  c a p a­
b i l i t i e s  of the S t a r e .

W h i l e  w e  r e c o g n i z e  the p r o b l e m  of  p a y i n g  v e n d o r s  in  a 
t i m e l y  m a n n e r  is a s e r i o u s  m a t t e r ,  w e  s h o u l d  p o i n t  o u t  t h a t  for 
the m o s t  part, v e n d o r s  ar e p a i d  t i m el y.  F o r  a 12 m o n t h  p e r i o d ,  
t he S t a t e  pa i d on  the a v e r a g e  n f  7 0 , 2 0 0  i n v o i c e s  a m o n t h .
D u r i n g  t h a t  time, the a v e r a g e  p a y m e n t  t i m e  w a s  29 days. T h e  
h i g h  m o n t h l y  a v e r a g e  w a s  33 d a y s  w h i l e  the l o w  m o n t h l y  a v e r a g e  
w a s  24 days. D u r i n g  this  p e r i o d ,  o n l y  tw o  m o n t h s  e x c e e d e d  30 
d a y s  p a y m e n t  time.

In a d d i t i o n  to the  c o s t s  o f  a t t e m p t i n g  to i m p r o v e  t h e  
p a y m e n t  time an d the p o t e n t i a l  interest: penalties*, w e  s h o u l d  
a l s o  c o n s i d e r  the c o s t  o f i n c r e a s e d  b u r e a u c r a c y  t h a t  w o u l d  b e  
i n v o l v e d  in d e t e r m i n i n g  w h a t  p a y m e n t s  w o u l d  bo  s u b j e c t  to 
p e n a l t y ,  w h a t  p e r i o d  of time  w o u l d  be covered,, as w e l l  as the  
l o g i s t i c s  of m a k i n g  'thr' i n t e r e s t  p a y m e n t s ,  all  of  t h e s e  w o u l d  
b e  c o s t s  to the S t a t e  in t im e a n d  e f f o r t .

Lastly, it s h o u l d  be  n o t e d  t h a t  the f u n d i n g  o f  the  
i n t e r e s t  p a y m e n t s  w o u l d  n e e d  to be  100% S t a t e  funds. W e  h a v e  
b e e n  a d v i s e d  by the U.S. O f f i c e  o f M a n a g e m e n t  a n d  B u d g e t  t h a t  
th e P r o m p t  P a y m e n t  Ac t  (P.L. 97017 7) p r o h i b i t s  th e  use  o f  
F e d e r a l  g r a n t  f un ds  for the a g e n c i e s  t h a t  are  p r i m a r i l y  
f e d e r a l l y  funded. (Copy o f  O M B  l e t t e r  at ta che d)

Again, we are n o t  o p p o s e d  to t i m e l y  p a y m e n t  o f v e n d o r  
bills but are co nc erned w i t h  the m e t h o d  of a c h i e v i n g  t h a t  goal.
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D e c e m b e r  14, 19 3 2

M E M O R A N D U M

S U B J E C T :  P a y m e n t  P r a c t i c e s

It has come to o ur at te ntion that s e v e r a l  S t a t e s  have iaws, o r  
are c o n s i d e r i n g  legislation, that r e q u i r e s  the p a y m e n t  of 
i n t e r e s t  p e n a l t i e s  to c o n t r a c t o r s  w h e n  b i l l s  are p a i d  late.

This is to a l e r t  you to the fact th at  the P r o m p t  P a y m e n t  A c t  
(P.L. 57-177) p r o h i b i t s  the use of F e d e r a l  g r a n t  funds for the 
p a y m e n t  of such int erest p e n a l t i e s .  The act says

"(A) in no case shall an o b l i g a t i o n  to pay suc h 
int er e st  p e n a l t i e s  be c o n s t r u e d  to be an o b l i g a t i o n  
of the United States, and

"(B) any p a y m e n t  of such i n t e r e s t  p e n a l t i e s  shall 
n o t  be made from funds p r o v i d e d  to the g r a n t  r e c i p­
ient by a .-ederal agency, nor s h a l l  any n o n — Fed er a l 
funds e x p e n d e d  for such i n t e r e s t  p e n a l t i e s  be c o u n t e d  
toward any mat ch in g r e q u i r e m e n t  a p p l i c a b l e  to that

C  *" £1 P  n

We w o u l d  a p p r e c i a t e  your a l e r t i n g  y o u r  s t a f f  to this p r o h i b i t i o n  
to a s s u r e  that the Fe deral G o v e r n m e n t  is not c h a r g e d  i m p r o p e r l y
for i n t e r e s t  n e n a l t v  costs.

\ . J  \ v >  ^

A ‘- u  Q - '  A ' d ' C t - - ' —

Jo on  J. L o r d a n  
D e p u t y  A s s o c i a t e  D i r e c t o r  

for F i n a n c i a l  Managemen'

/
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" A n  A c t  r e l a t i n g  to  p a y m e n t  fo r p u r c h a s e  by  the State; a nd  p r o v i d i n g  f o r  a n  

e f f e c t i v e  d a t e . "

S e c t i o n  1 (a) r e q u i r e s  th e a g e n c y  to p a y  o n  a r e q u i r e d  p a y m e n t  d a t e  a s  

d e f i n e d  u n d e r  t e r m s  o f  a c o n t r a c t  o r  3 0  d a y s  a f t e r  r e c e i p t  o f  p r o p e r  i n v o i c e .

S u b s e c t i o n  (b) p r o v i d e s  for t h e  S t a t e  to t a k e  a d v a n t a g e  of a n y  d i s c o u n t s  

o f f e r e d  b y  a v e n d o r  a n d  if i n v o i c e  is p,c.id i n  time, the S t a t e  a g e n c y  w i l l  

d e d u c t  t he  a m o u n t  o f  t h e  d i s c o u n t  o f f e r e d  f r o m  th«.u tot al  a m o u n t  o f  the  in vo i c e .

S u b s e c t i o n  (c) e s t a b l i s h e s  t h e  r a t e  of i n t e r e s t  at 1 . 5 %  p e r  m o n t h  that  

m u s t  b e  p a i d  b y  .-.he S t a t e  f o r  a p a s t  d u e  b a l a n c e  - a l s o  p r o v i d e s  f o r  th e 

e x c l u s i o n  of i n t e r e s t  in the event tha t the s e l l e r  and the S t a t e  h a v e  a m u t u a l  

a g r e e m e n t .

S u b s e c t i o n  (d) 1. e x e m p t s  p u r c h a s e s  of m o r e  than $ 5 0 0 , 0 0 0  f r o m  t h e

p r o v i s i o n s  of the bill.

S u b s e c t i o n  (d) 2. p r o v i d e s  for a n  e x c e p t i o n  in the e v e n t  t h e  S t a t e

n o t i f i e s  t h e  v e n d o r  or s e l l e r  of a d i s p u t e  in  Lhe i n v o i c e .

S u b s e c t i o n  (e) p r o v i d e s  that a n y  i n t e r e s t  i n c u r r e d  b y  l a c k  of  p r o m p t

p a y m e n t  w i l l  be c h a r g e d  to th e b u d g e t  of the d e p a r t m e n t  i n v o l v e d .

S u b s e c t i o n  (f) 1. d e f i n e s  " d i s p u t e "  as  n o n c o m p l i a n c e ,  in  p e r f o r m a n c e

o r  pr ic e, w i t h  t h e  t e r m s  of the c o n t r a c t ,  as  d e t e r m i n e d  b y  a d m i n i s t e r i n g

S t a t e  o f f i c e r .

S u b s e c t i o n  (f) 2. d e f i n e s  w h e n  p a y m e n t  is made.

S u b s e c t i o n  (f) 3. d e f i n e s  a s t a t e  a g e n c y  /

S e c t i o n  2. E x e m p t s  any c o n t r a c t s  e n t e r e d  i n t o  b e f o r e  t h e  e f f e c t i v e  date, 

f r o m  th i s  A c t ' s  p r o v i s i o n s .

S e c t i o n  3. P r o v i d e s  an e f f e c t i v e  d a t a  of J u l y  1, 1 9 8 3 .
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T h i s  b i l l  h a s  b e e n  r e q u e s t e d  b y  n u m e r o u s  v e n d o r s  t ha t  do  b u s i n e s s  w i t h  

the S t a t e  of A l a s k a .  T h e  S t a t e  h a s  b e c o m e  n o t o r i o u s  f o r  l a t e  p a y m e n t  of 

i n v o i c e s ,  f o r c i n g  m a n y  p r i v a t e  v e n d o r s  to b o r r o w  m o n e y  to s u p p l e m e n t  their 

c a s h  flow. T h i s  r e d u c e s  t h e i r  p r o f i t ,  a n d  i n  s o u t  c a s e s  e v e n  e l i m i n a t e s  it 

a s  the p r o f i t  o n  a r t i c l e s  is v e r y  m a r g i n a l .

T h e  b i l l  is p a t t e r n e d  a f t e r  a  f e d e r a l  l a w  e n t i t l e d  "Th e  P r o m p t  P a y m e n t  

A c t  - P u b l i c  L a w  9 7 - 1 7 7 . "  T h e  P r o m p t  P a y m e n t  A c t  b e c a m e  e f f e c t i v e  O c t o b e r  1, 

1 9 8 2  a n d  w h e n  it w a s  i n t r o d u c e d  in C o n g r e s s ,  it c a r r i e d  133 sp; 'isors.

Mr. L e o n a r d  Lemo n,  C o m p t r o l l e r  of the U.S. Army^ :he P r o m p t

P a y m e n t  A c t  h a s  i m p r o v e d  t h e i r  p a y m e n t  s c h e d u l i n g  a n d  the p a y m e n t  of t h e i r  

a c c o u n t s  p a y a b l e  ha s b e c o m e  p r o m p t  and v e r y  r o u t i n e .  T h e  U.S. A r m y  h a s  

i n c o r p o r a t e d  it in t h e i r  A r m y  R e g u l a t i o n s .

T h e  S t a t e  n a s  p u t  a n  a m o u n t  of m o r e  t h a n  $1 . 2  m i l l i o n  a n n u a l  c o s t  o n  its 

f i s c a l  note, w h i c h  s h o u l d  b e  a good  i n d i c a t i o n  of h o w  m u c h  m o n e y  is i n v o l v e d  

i n  o v e r d u e  a c c o u n t s .  T h e  a g e n c i e s  f u r t h e r  c l a i m  that they w i l l  h a v e  to 

r e o r g a n i z e  t h e i r  p a y m e n t  s y s t e m  in o r d e r  to f u l f i l l  the r e q u i r e m e n t s  of this 

b il l.  If t h i s  is so, then it s h o u l d  be d o n e .  T h i s  s h o u l d  be  a n  i n d i c a t i o n  

that t h e i r  m e t h o d  of p a y i n g  a c c o u n t s  p a y a b l e  is p r e s e n t l y  i n e f f e c i e n t  and 

n e e d s  m o d i f y i n g .

T h e  b i l l  is n e e d e d  i n  A l a s k a  and  w i l l  b e  a g r e a t  h e l p  to the a v e r a g e  

s m a l l  b u s i n e s s m a n  tha t d o e s  b u s i n e s s  w i t h  s t a t e  g o v e r n m e n t .
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P U B L IC  LAW  97-177 (S. 1131J; M ay 21. 1962 '.
P R O M P T  P A Y M E N T  A C T

F o r  Leg is la t ive  H is to ry  o j  Act. see p. J U
An Art t» r*qvWt Ik* M a r .1 I* fxiy n<nrll Hi poymMtl, nnd I f  *lK*f

B e  i t  e n a c t e d  b y  th e  S e n a te  a n d  H o u s e  o f  R e p r e s e n ta t iv e s  o f  t h e  
U n i t e d  S t a t e s  o f  A m e r i c a  i n  C o n g r e s s  a s s e m b le d ,

• • " • “ i• SHORT TITIX
P*ym tnl Art.

S e c t io n  1. This Act-m ay be cited as the "Pr'cm pt-Paym ent A c t” . 3! USC 1601
,•. y :  ■ • *; : ! '  •: / "«*•

INTEREST PENALTIES OS* LATE PAYMENTS '
■ ' l\ **• • **'.}:?• * ; ••• • .. .** * *vj. •,"?•>** Vj* Lfj’,’ 'V,*- JSe c .. 2. (aXl) In accordance with regulations.-prescribed by_..tne 31USC1R01. Director, o f .the Office of Management and-B udget, each.-Federal agenrxi v/hich requires property o r  services. fro rna .business concern but which does not make payiuent.for each such complete delivered item o f property or service by the required paym ent .date sh a ll,p a y  t. ... .......an 'interest .penalty'..to-such business concern, in accordance w ith this section bn the.am ount o'f.the pa\-m*eht wHicHis due.'-..'(2) Such'regulations—' '------- ' f,'.: 1 i'r. V v J - ’- ,V .a ', f  -.( A )  shall specify, that, the required-payment date shall be—^;G) the d ate  on ‘which*pa>m.ent_is.'due (irider th e  terms o f -■ the contract-for the provision 'of-such property or .service;q j .- ' '  c .-_ , u i:t ; - M :  . .i» . f:Si—* * . ".(ii) thirty-days after receipt of"a' proper invoiced/or th e  •*• -  am ount o f the payment due, if  a specific date oh w hich...... paym ent due,- if-a . specific;*payment is due is not established by contract; ■(BXi) in .th e case of any acquisition of meat or o f a  meat food product, as-defined in section 2/aX3) o f the Packers and Sto ck ­yards A ct. 1921 (7 U .S .C . 182(3)), shall specify a required pay­m ent date which' is not later than seven days after the date o f  delivery of such meat or m eat food product; and (ii) in the case of any acquisition o f a perishable agricultural commodity, as defined in section 1(4) of.the.Perishable A g ricu l­tural Commodities A ct. 1930 (7 U .S .C . 499a(4)), shall specify a  required payment date consistent with requirements imposed pursuant to such Act;-- -t . < ■*,.-'.'M '.*.'(C) shall specify separate required payment dates for con­tracts under which property or services are providv d in a series of partial executions or deliveries, to the extent that such con­tract provides for separate payment for such' partial execution or delivery, a n d .»• v  vv • *v. ; : L i t(D) shall require that, within fifteen.days after, the date .on which any invoice is received, Federal agencies notify the busi­ness concern, o f any defect or impropriety, in such .in voice  which would prevent the running of the time .period specified in subparagraph (AXii). ;CbXl) Interest penalties on amounts due to a business concern under th is  A ct shall be paid to the business concern for the period
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beginning on the day after the required p aym en t date a n d  ending 
o n  the date on which p a y me nt  of the a m o u n t  due is made, except 
that no interest penalty shall be paid if p a y m e n t  for the complete 
delivered item of property or service concerned is m a d e  on or 
before (A) the third day after the required p a ym ent  date, in the 
case of m e a t  or a meat food product described in subsection 
(aX2XBXi); (B) the fifth day after the required payment date, in the 
case of ■ an ' -agricultural -.'commodity described in subsection 
(aX2XBXii); or ( Q  the fifteenth day after, the required p a y m e n t  date, 
in the case of a n y  other item. Interest shall be computed at the 
rate determined by the Secretary of the.Treasury, for interest pay­
me n t s  under section,12 .of. the Contract.Disputes Act of 1978 (41 
U.S.C. 611). T h e  Secretary of the Treasury shall publish each such 
rate in the Federal Register. .

(2) A n y  a m o u n t  of an interest penalty' which remains unpaid at 
the 'end of a n y  thirty-day. period shall be added to the -principle 
a m o u n t  of the debt and thereafter interest penalties shall accrue 
on such adde-3 vmount, . ; .• , r. ; T

(c) This section does not authorize the appropriation of additional 
funds for the p a y m e n t  of interest penalties required by this section. 
A  Federal agency shall pay. .my interest penalties required by this 
section out of funds m a d e  available for the administration or oper­
ation of the program for which the penalty wa s incurred.

(dXl) A n y  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) a n y  p a y m e n t  of such interest penalties shall not be m a d e  
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
me n t  applicable to that grant

(2) Such interest penalty payments shall be m a d e  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 a n d  applicable State and local law.

L IM IT A T IO N  O N  D ISC O U N T  P A Y M E N TS

Sec. 3. (a) If a business concern offers a Federal agency a dis­
count from the a m o u n t  otherwise due under a contract for prop 
erty or services in exchange for payment within a specified period 
of time, the Federal agency m a y  m a k e  p a y me nt  in an a m o u n t  
equal to the discounted price only if payment is m a d e  within such 
specified period of time.-

(b) Each agency which violates subsection (a) shall pay an inter­
est penalty on a n y  a m o u n t  which remains unpaid in violation of 
such subsection. Such interest penalty shall acci ue on such unpaid 
a m o u n t  in accordance with the regulations prescribed pursuant to 
section 2, except that the required payment d 2le with respect to 
such unpaid a m o u n t  shall be the last day of the specified period of 
time described in subsection (a).
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CLAIM S' r§
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S e c . 4. (aXU Claims for i( 
has failed to pay in accord 
or 3 of this Act  m a y  be fi. 
putes Act of 1978(41 U-S.C
• (2) Interest penalties unq 

(A) after the.filing of a cla! 
Disputes Act of 1978, 'or (3)

(3) Paragraph (2).shall n 
of interest pursuant to.sec 
1978 (41 U.S.C. 611) after 
under this Act, and intere: 
on both any unpaid contra 
penalty required by this AcL 

(b) Except as provided irl 
ce m i n g  discounts, this Act 
est penalties on payments 
payme nt date by reason of., 
a business concern over the 
gations concerning coropliu. 
any such dispute, and an} 
respecUto the period while, 
subject to the Contract DispJ
• • .. •••>-' .. ..*U|,  • :--CONCW |

•  •
S e c .  5. (a) Each  Federal a 

Office of M a n a g e m e n t  and ] 
penalty payments m a d e  un  
year. -...-

(b) Such report shall in 
quency of interest penalty 
ments were, not avoided by 
to the Director within sixty

•year. .
(c) T h e  Director shall sub 

Affairs, the Committee on 
Small Business of the Sena 
Operations, the Committee 
on Small Business of the Ii 
dred and twenty days afle 
report on Federal agency c< 
Act. Such report shall inch 
by each Federal agency unt 
progress m a d e  in reducin 
agency from previous years.

S e c .  6, For the purposes ol
(1) lb'. term "Federal 

term "agency" in sectic 
but also includes any e 
as an instrumentality 
administering one or d



« *
fhent date and  ending 
nt due is made, except 

iyment for the complete 
jmcemec. is m a d e  on or 
bed p a y me nt  date, in the
I described in subsection 
Ired paym ent  date, in the 
*2escrit>ed in subsection 
le required payme nt date, 
hall be computed at the 
"reasury for interest pay- 
3isputes Act of 1978 (41
shall publish each’ such

vhich remains unpaid at 
added to the principle 

st penalties shall accrue

|>propriation of additional 
required by this section, 
snaities required by this, 
administration or oper- 
W 2s incurred.

f
ederal agency m a y  pro- 
erty or services from a 
st penalties on amounts

pay such interest penal- 
f the United States, and 
talties shall not be m a d e  
recipient- by a Federal 
inds expended for such 
any  matching require-

II be m a d e  under such 
grant recipient and the 
t recipient’s usual busi*
J law. • *;.

YM XNTS

i Federal agency a dis- 
ier a contract , for prop- 
.ithin-a specified period 
jayment in a n  a m o u n t  
j:nt is m a d e  within such

(a) shall pay an" inter­
unpaid in- violation of 
accrue on such unpaid 
prescribed pursuant to 

it date with respect to 
|f the specified period of

c l a im s ; r e l a t io n  t o  o LAW

S e c .  4. (aXl) Claims for interest penalties which e Federal agency a; ^'SC :sO:-s 
has failed to pay in accordance with the requirements of section 2 
or 3 of this Act m a y  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. <1 USC W) note.

(3) 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 m a y  accrue 
on both any unpaid contract payment a n d  on the unpaid interest 
penalty required by this A c L

(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 m a d e  by the required 
pa y m e n t  date by reason of a dispute between a Federal agency and 
a business concern over the am oun t of that payment or other alle­
gations concerning compliance with a contract Claims concerning 
a n y  such dispute, and any interest which m a y  be payable with 
respect to the period while the. dispute is being resolved, shall be 
subject to the Contract Disputes Act of 1978.

•_ • C O N G R E S S IO N A L  O V E R S IG H T  •• .. - V

S e c .  5. (a) Each Federal agency shall file with the Director of .the 
Office.of M a n a g e m e n t  a n d  Budget a detailed report on any,interest 
penalty pay ments m a d e  under this Act during the" preceding fiscal year- / \ v .*.•** .-t* s'*

(b) Suc h report 6haII include the number, ‘amounts,*, and^’fre- 
quency-of .interest-penalty, payments,-and the r e ^ n s s u c h  ̂ pay­
ments, were, not avoided by prompt payment, and shall!.he delivered 
to- the;Directprwithin sixty days after.Uie"concluiion:of,each fiscal

■’ O-../ ;i-«* _* !;• • ’-V  £• - l - j r i r A y .'
(c) T h e  Director thall submit to'the Committee,on”Goveriimriptal 

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 h u n­
dred and twenty days after the conclusion of each fiscal year a 
report on Federal agency compliance wdth the requirements of this' 
Act. Suc h report shall include a s u m m a r y  of the report submitted 
by each Federal agency under subsection (b) rind an analysis of the 
progress m a d e  in reducing interest penalty payments by_that 
agency from previous years. ■ : r v ■:.'VIT» . ; CV.L

Report, filin t 
with OMB.
31 U S C  180<

Contents.

Federal -ncy 
complience; 
submitLsl lo 
concre.iion«l 
committee*.

■■•.•I I . V* . - •**. -v 
DEFIN IT IONS ssu o :;t : \ c u  r ?  I ■

•;/: rsensr. s?
S e c . 6. For the purposes of.this Act—  . ( .

(1) the term '‘Federal'ageiicy’’ has the s a m e m e a n i n g  as the 
term "agency’’ in section. 051(1) of title 5, United States Code, 
but also includes a n y  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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31 USC 1805.
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31 U S C  1801 
note.

31 U S C  1801 
note.

31 U S C  1806.

L A W S O F 97th C 0 N G .-2 n d  5ESS. May 21
which is so identified foi this purpose by the head of such 
agency;

(2) the term "business concern" m e a n s  any person engaged 
in a trade cr business and nonprofit entities operating as con* 
tractors;

(3) an invoice shall be considered a "proper invoice" w h e n  it 
contains or is accompanied by such s ,/stantiating documenta­
tion (A) as the Director of the Ofl ;e of M a n a g e m e n t  and

■ • Budget m a y  require by regulation,' and (B) as the Federal 
' agency involved m a y  require by regulation or contract;

- •• (4) an invoice shall be deemed to have been received by an  
• - agency on the later of—

’• : (A) the date on'which the agency’s designated p a yme nt
•' '*•' office'or finance center actually receives a proper invoice;: or • ' • ' ‘ •' ’ •; ~

:-‘vi;(B) the date on which such agency accepts the property
-,w or service concerned;* » " ' - .

* M ~’:*(5) a payment shall be considered m a d e  on the date on which 
k a check lor such payment is dated; and * " •• •

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

f“ ■ ' *■' ' "
.*••• •' ’ 'e j t e c t t v t . d a t e

* •»' * .* « ' i. . •• ) . "
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 
A c t - 5>
” (b) T h e  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. •
. • (c? T he  provisions of this Act shall apply to ti.u Tennessee 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 this A c t  with respect to its contracts.

.Approved M a y  21,1982. : :

P U B L IC  LAW 9i
AMELIA EAE

EorKort  O v f * . •
Whereas Amelia Earha 

Atlantic Ocean as a pa 
Whereas Amelia Ea hart* 
’ in various airplaxrts aj 
Whereas Amelia Earhai 

inspiring example to' ai 
Whereas Amelia Earhar 

. nautics and was a rtror 
av ia tion ;'''/ " I 

Whereas AmeUt Earharil 
to be awarded the Distij 

Whereas Amelia Ear hart 
Atlantic Ocean'on May
R e s o lv e d  b y  th e  S e n a te  

S ta te s  o f jA m e r i c a - i n  C t  
authorized end requested 
Earliart Day”, as a tribut 
aviators, and to call up 
agencies and the people 
with appropriate ceremocApproved M ay 2.V, 198?

L E G IS L A T IV E  H IS T O R Y —S . 1)37 ( H JL  <709):

H O U S E  R E P O R T  N o. 97—<6J accompanying H.R. <709 (Comm, on G ovem -ien t 
Operation*).

S E N A T E  R E P O R T  No. 97-302 (Comm, on Governmental Affair*). 
C O N G R E S S IO N A L  R E C O R D :

Vo), i f :  <'98)). Dec. )5, considered *nd pawed Senate.
Vol. 128 0922); Mar. 23. H.R. <709 considered and passed H o u k ; proceeding* 

vacated and S  9331. amended. pass. J. in lieu.
May )1, Senate concurred in Houac amendment*.

L E G IS L A T I V E  H iS T O R V—H i

C O N G R E S S IO N A L  R ECO R D . V 
May )£. considered ar.d p 
May )9, considered and
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