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FISCAL NOTE
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REQUEST FISCAL DETAIL
Bill/Resolution No.: c¢shb30 Agency Affected: ah
Title: Relating to Payment for Program Category Affected: ah
Purchases by the State

Sponsor: schultz BRU, Program or Subprogram(s) Affected:
Requestor: House State Affairs
Date of Request: February 15, 1985

EXPENDITURES/REVENUES:  (Thousands of Dollars)
FY 85 FY 86 Fy 87 Fy 88 FY 89 FY 90
OPERATING
100 PERSONAL SERVICES
200 TRAVEL
300 CONTRACTUAL
400 SUPPLIES
500 EQUIPMENT
600 LAND & STRUCTURES
700 GRANTS, CLAIMS 0 2,700.0 2.700.0 2,700.0 2,700.0 2,700.0
800 MISCELLANEOUS
TOTAL OPERATING 0 2,700.0 2,700.0 2,700.0 2,700.0 2,700.0

CAPITAL
REVENUE

FUNDING:  (Thousands of Dollars)
GENERAL FUND 0 2,700.0 2,700.0 2,700.0 2,700.0 2,700.0

FEDERAL FUNDS

OTHER
TOTAL 0 2,700.0 2,700.0 2,700.0 2,700.0 2,700.0

POSITIONS: t
FULL-TIME 0 0 0 o 0 0

PART-TIME
TEMPORARY

ANALYSIS: (Attach a separate page iIf necessary)

Prepared By: Kenneth E. Bischoff Phone: _"&-2"0
Division: Finance Date: February 15, 1985

Approved by Commissioner: Lisa Rudd ate: <3-1
Agency: Department of Administration
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Office of Management and,Budget ,
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Fiscal Note Analysis

CS HB 30

The issue of timely payment for State purchases has been before the Legisla-
ture for several sessions. It is clearly desirable that the State pay for its
purchases as promptly as possible. This proposal will cause the State to have
to choose between verifying invoiced charges to avoid questionable payments,
and short-cutting review procedures to avoid penalty interest payments.

Currently, the average payment time for the State is 25 days from the vendors-®
invoicing date to the paying warrant date. Generally, those agencies which
show payment time in excess of 30 days are:

1. Military Affairs

2. Fish and Game

3. Corrections

4. Alaska Court System

These four agencies have a wide network of field locations, causing delays in
verification and transmission of invoices.

To decrease the penalties under this legislation, State agencies will 1incur
costs for increased staff to track and pay all purchase invoices within this
legislation®s time constraints. It is hard to arrive at a definite cost for
this legislation, but by using various assumptions, such as that $1,997.2
million of a $4.7 billion dollar budget is for vendor payments and that 5%
will fall under the interest penalty provisions, and that all penalty payments
are made within 60 days of receipt of invoice, then an estimated interest
penalty cost of $1.7 million ($1,997.2 million x .05 x 10.5%/12 mos. X 2 mos.)
would occur. It is estimated that additional effort required of the agencies
to track and make timely payments for purchases would cost the State about

$1.0 million. - :

It would be difficult to improve payment times under existing payment systems
without incurring significant_additional costs. The new-Sta.te-accounting
system iIs targeted f r——d~JT (% QB$AimpAementationA'rh i fsystem will improve-,
the ability of geographically disbursed agencies to submit tfieir’payments-more
timely through remote terminals. The system will speed up turnaround and
reflect status changes on an overnight basis. These features will allow
agencies to be more responsive to their creditors.

All costs of this legislation would be 100% State funds. The U.S. Office of
Management and Budget has advised us that the Prompt Payment Act (P.L. 970177)
prohibits use of Federal grant funds for payment of interest penalties and
disallows the use of any non-Federal funds expended for such interest penalty
toward any matching requirement applicable to any Federal grant.

19/3D1/0123-01/3
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Additional Fiscal Note Analysis - CS HB 30

is not consistent. In Section 1(c), to pay

It appears to us that this Bill
is not consistent with

interest from the date of receipt of the invoice
another provision that allows us a period of 30 days to make payment without

penalty. The penalty should start accruing on the 30th day after receipt of
the invoice.

19/3D1/0123-01/4
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Fiscal Note Analysis - CS HB-30

Computation of Vendor Payments Basis

1. Enacted Budget for Fiscal Year 1984 $4,691,603,187.

Less 2. Permanent Fund Dividends (2,409,200.)
3. Grants & Claims (469,850,200.)
4. University of Alaska Payments (272,468,600.)
5. State Salaries (844,676,700.)
6. Loans (146,125,000.)
7. Debt Service (270,089,474.)
8. Capital (306,971,179.)
9. Energy Program (381,800,000.)

$1.997,212,834.

1,997,212,334 x .05 x 10.555/12 mos. x 2 = 1,747,560 or 1.7 million
From FY 85 Legislature®s Summary of Appropriation as annotated

1 Lead page - Enacted (less Governor®"s Vetos) Total Column

2. FCC page 7, CH 122, page 13, line 10

3. FCC page 1, Objects of Expenditure Grants, Claims

4. FCC page 41, CH 122, page 80, line 10

5. FCC page 1, Objects of Expenditure, Personal Services line, CC column

6. Lead page - Loans & Grants line, Enacted (less Governor®s Vetos) Total
Column

7. FCC Lead page, Debt Service line, Enacted less Governor®s Vetoes

8. Lead page enacted less Governor®s Vetoes

9. Lead page enacted less Governor"s Vetoes

19/3D1/0123-01/1



STATE OF ALASKA

OFFICE OF THE GOVERNOR

BILL ANALYSIS

DEPARTMENT DIVISION BILL NUMBER SPONSOR
Administration Finance CS HB 30 Schultz
DEPARTMENT POSITION
Do Not Support
PREPARED BY DATE
Ken Bischoff 02715
SUMMARY
OTHER AGENCIES AFFECTED BY BILL CONSTITUENT GROUP(S) AFFECTED BY BILL
All Small Business
ORGANIZATIONAL SUPPORT FOR BILL ORGANIZATIONAL OPPOSITION TO BILL
None Known Most State Agencies
FISCAIMPACT: D NONE N FISCAL NOTE ATTACHED

BACKGROUND/LEGISLATIVE INTENT

This same bill has been introduced for the past several Legislature sessions. The bill
would require the State to pay interest on vendor invoices that have been held by the

State without payment for more than 30 days.

ANALYSIS OF BILUPROGRAM EFFECTS

See Fiscal Note and Fiscal Note Analysis attached. Projected fiscal impact due to
interest and additional administrative costs is estimated to be $2,700.0 annually. The
new Statewide Accounting System,._which will be implemented July 1, will improve vendor
payment times and reduce the need for this legislation. ____.

AMENDMENTS PROPOSED

None

PLEASE ATTACH A SEPARATE SHEET FOR ADDITIONAL COMMENTS OR ANALYSIS.

0Z»(RMH3" 170213 01 “



STATE OF ALASKA 1985 LEGISLATIVE SESSION
FISCAL NOTE

Revision Date:
Page 1 of
REQUEST FISCAL DETAIL
Bill/Resolution No.: HB30 Agency Affected: A n
Title: Relating to Payment for Program Category Affected: an
Purchases by the State

Sponsor:  schultz BRU, Program or Subprogram(s) Affected:
Requestor: state Affairs & Finance
Date of Request:

EXPENDITURES/REVENUES:  (Thousands of Dollars)
Fy 85 FY 86 Fy 87 FYy 88 Fy 89 FY 90
OPERATING
100 PERSONAL SERVICES
200 TRAVEL
300 CONTRACTUAL
400 SUPPLIES
500 EQUIPMENT
600 LAND & STRUCTURES
700 GRANTS, CLAIMS 0 2,700.0 2,700.0 2,700.0 2,700.0 2,700.0
800 MISCELLANEOUS
TOTAL OPERATING 0 2,700.0 2,700.0 2,700.0 2,700.0 2,700.0

"CAPITAL
REVENUE T

FUNDING:  (Thousands of Dollars)
GENERAL FUND 0 2,700.0 2,700.0 2,700.0 2,700.0 2,700.0
FEDERAL FUNDS

OTHER
TOTAL 0 2,700.0 2,700.0 2,700.0 2,700.0 2,700.0

POSITIONS:

FULL-TIME 0 0 0 0 0 0
PART-TIME

TEMPORARY

ANALYSIS: (Attach a separate page if necessary)

Prepared By: Kenneth e. Bischoff Phone:  465-2240
Division: Finance Date: February 7, 1985

Approved by Commissioner: Lisa Ruggi- j fe Date: f/g/gSl
Agency: Department of Administratiiowy]_
Distribution (by Agency preparing Ffiscal note):

Legislative Finance

Legislative Sponsor

Requestor

Office of Management and Budget

Impacted Agency(ies) Re‘. 7/1/8?
19/0123-01/4
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Fiscal Note Analysis

HB 30

The issue of timely payment for State purchases has been before the Legisla-
ture for several sessions. It is clearly desirable that the State pay for its
purchases as promptly as possible. This proposal will cause the State to have
to choose between verifying invoiced charger to avoid questionable payments,
and short-cutting review procedures to avoid penalty interest payments.

Currently, the average payment time for the State is 25 days from the vendors®
invoicing date to the paying warrant date. Generally, those agencies which
show payment time in excess of 30 days are:

1. Military Affairs

2. Fish and Game

3. Corrections

4. Alaska Court System

These four agencies have a wide network of Ffield locations, causing delays in
verification and transmission of invoices.

To decrease the penalties under this legislation, State agencies will incur
costs for increased staff to track and pay all purchase invoices within this
legislation®s time constraints. It is hard to arrive at a definite cost for
this legislation, but by using various assumptions, such as that $1,997.2
million of a $4.7 billion dollar budget is for vendor payments and that 5%
will fall under the interest penalty provisions, and that all penalty payments
are made within 60 days of receipt of invoice, then an estimated interest
penalty cost of $1.7 million ($1,997.2 milVion x .05 x 10.5%/12 mos. X 2 mos,)
would occur. It is estimated that additional effort required of the agencies
to track and make timely payments for purchases would cost the State about

$1.0 million.

It would be difficult to improve payment times under existing payment systems
without incurring significant additional costs. The new State accounting
system is targeted for July 1, 1985 implementation. This system will improve
the ability of geographically disbursed agencies to submit their payments more
timely through remote terminals. The system will speed up turnaround and
reflect status changes on an overnight basis. These features will allow
agencies to be more responsive to their creditors.

All costs of this legislation would be 100% State funds. The U.S. Office of
Management and Budget has advised us that the Prompt Payment Act (P.L. 970177)
prohibits use of Federal grant funds for payment of interest penalties and
disallows the use of any non-Federal funds expended for such interest penalty
toward any matching requirement applicable to any Federal grant.

19/3D1/0123-01/3
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Additional Fiscal Mote Analysis - HB 30

It appears to us that this Bill is not consistent. In Section 1(c), to pay
interest from the date of receipt of the invoice is not consistent with
another provision that allows us a period of 30 days to make payment without
penalty. The penalty should start accruing on the 30th day after receipt of

the invoice.

19/3D1/0123-01/4
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Fiscal Mote Analysis - HB-30

Computation of Vendor Payments Basis

1. Enacted Budget for Fiscal Year 1984

Less 2.

3.

1,997,212,334 x .05 x 10.5S/12 mos.

Permanent Fund Dividends
Grants & Claims

University of Alaska Payments
State Salaries

Loans

Debt Service

Capital

Energy Program

X 2

$4,691,603,187.
(2,409,200.)
(469,850,200.)
(272,468,600.)
(844,676,700.)
(146,125,000.)
(270,089,474.)
(306,971,179.)
(381,800,000.)

-$1,997,212,334.

= 1,747,560 or 1.7 million

From TY 85 Legislature®s Summary of Appropriation as annotated

1. Lead page - Enacted (less Governor®s Vetos) Total Collumn

2. FCC page 7, CH 122, page 13, line 10

3. FCC page

I, Objects of Expenditure Grants, Claims

4. FCC page 41, CH 122, page 80, line 10

5. FCC page 1, Objects of Expenditure,

6. Lead page - Loans & CGrants line,

Column

Personal Services line, CCcolumn

Enacted (less Governor®sVetos) Total

7. FCC Lead page, Debt Service line, Enactedless Governor®s Vetoes

8. Lead page enacted

9. Lead page enacted

19/3D1/0123-01/1
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Offered: 3/4/85
For Today"s Calendar

Original sponsor: Shultz

IN THE HOUSE BY THE FINANCE COMMITTEE

CS FOR HOUSE BILL NO. 30 (Finance)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FOURTEENTH 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."
IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 37.05 is amended by adding a new section to read:

Sec. 37.05.275. PAYMENT FOR STATE PURCHASES. (a) Payment for
purchases of goods or services provided a state agency must be made by
a required payment date that is

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

(2) 30 days after receipt of a proper billing for the
amount of the payment due, if a date on which payment 1is due is not
established by contract and if the billing 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 on or before a required payment date under (a) of this sec-
tion, the state shall(pay interest on the unpaid balance from the
required payment date at the rate of 1.5 percent a month, unless an
agreement exists between the seller and the state th"t establishes a

lower rate of interest or precludes the charging of interest. If the

-1- CSHB 30(Fin)

7L



interest-bearing period of time is either (1) a fraction of a month or
(2) one or more full months plus a fraction of a month, the state
agency shall pay the same amount of interestfor the fraction of a
month as it would pay for t full month.

(d) This section does not apply

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

(2) to payment for specific goods or services in dispute
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 ser—
vices is in dispute and stating the reasons for the dispute; the state
agency shall pay for the specific goods or services 1in dispute within
30 days after resolution of the dispute; or

(3) to a contract covered by AS 36.90.001.

(e) Interest paid under (c) of this section shall be charged to
the budget of the state agency that purchased the goods or services.
@) 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 is not in compliance
with the terms of the contract or purchase order;

(2) payment 1is 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 is mailed;

(3) "state agency" has the meaning given in AS 37.05.400
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.

CSHB 30 (Fin) 2.



*

Sec.

3.

This Act takes effect October 1,

1985.

CSHB 30(Fin)
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COMMITTEE REPORT
SENATE

FURTHER: FINANCE

V1]
Date¥0| r i-!C.>
Mr. President
TATE AFFAIR i
The Committee on 3 3 considered CSHB 30(Fin)

relating to payment for purchases by the state; efd.

and (a majprity_.p.f,the. committee) (the committee) reports it back with
the following recommendations:
[\] do pass
[ 1 do pass with attached amendment(s)
[ 1 replace with/or adopt CS for
[ 1 new title
[ 1 same title and recommends
[ ] and attached a "LETTER OF INTENT"™ [ 1 NEW FISCAL NOTE
[ ] reports it back without recommendation
[ ] recommends referral to Committee
MEMBERS SIGNING MEMBERS HAVING
DO PASS otheRjreGommendations
0 wry. | ‘& —
~W,
/ )c ly

€ (- e

( JC TaleT IS YIZh&Il'trtt-~



ANALYSIS OF HB NO. 30

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

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

Subsection (b) Provides for the State to take advantage of any discounts
offered by a vendor and if invoice is paid on time, the State agency will deduct I;
amount of the discount offered from the total amount of the invoice.

Subsection (c) Establishes the rate of interest at 1.5% per month that must 1
paid by the State for past due balance — also provides for the exclusion ofinterc
in the event the seller and the State have mutual agreement.

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

Subsection (d) 2. -Provide*s for an exemption in the event the St'ate notifies t
vendor or seller of a dispute in the invoice.

Subsection (e) Provides that any interest incurred by lack of prompt paymc-r
will be charged to the budget of the department involved.

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

Subsection (f) 2. Defines when payment is made.
Subsection (f) 3. Defines a state agency

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

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

Orfflusis s O i



ANALYSIS OF CSHB 30 (FINANCE)

SECTION 1, PARAGRAPH 3

This paragraph provides that the State shall pay I1£% interest on
any billing due a vendor which 1is not paid by the required
payment date specified 1in paragraph (a) of this section. As with
normal business charge accounts or credit card accounts, the
interest is computed on the first day after the required payment
date and the full 1% 1is due for any portion of a month that the
billing remains unpaid past the required payment date.

The section further provides that if a billing remains unpaid for
more than 30 days past the required payment date, an additional
1%% will be due for each subsequent 30 day period or portion of a
period that the billing remains unpaid.

Lastly, the paragraph provides that the interest rate of [I\Z may
be reduced or the payment of interest precluded, if the contract
terms specifically include language to that effect.
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\ BACKGROUND ON HB NO. 30
i

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 some cases even eliminates it

as the profit on articles 1is very marginal.

The bill is patterned after a federal law entitled "The Frompt Payment
Act- Public Law 97-177". The Prompt Payment Act became effective October 1,

1982 and when it was introduced in Congress, it carried 133 sponsors.

The U. S. Army Comptroller in For.t Greely, Mr. Leonard Lemon, advised the
Prompt Payment Act has improved their payment schedule and payment of invoices

has become routine and very prompt.

In a poll conducted by the National Federation of Independent Business, 3312

businesses *in Alaska were in favor of this bill.

In the past the State has placed a very high fiscal note on this bill and
the State Adraininstration claims it will have to completely reorganize it's
accounting system in order to fulfill the requirements set forth in this bill.

If this is so, then it should be done as this is an indicator our State"s method

of handling accounts payable is inefficient and needs modifying.

Businessmen in Alaska need this bill- they have requested it. Their request
is not unreasonable and should be supported by elected representatives of their

community.



of Independent Business

TheQardienofSrall Bsres.

February 12, 1985

The Honorable Dick Shultz
Alaska House of Representatives
Pouch V

Juneau, Alaska 99811

~~p Tclk .
Dear .RsprpsP"U n-trj-m*~ Shu-1tz :

There is a wide variety of legislation introduced each year which
will have a significant impact on small business in Alaska.
Normally, when business is effected by a change in the law, the
impact on small businesses is much greater than on the medium to

large businesses. To ensure that legislators are made aware of how
existing law and proposed legislation affects small businesses, the
National Federation of Independent Business (NFIB) has-been working

with state legislatures nationwide for several years.

In Alaska, NFIB currently has a membership in excess of 3,700

businesses. Thus, we are representing a significant majority of the
businesses in most of the cities in Alaska. Each year we send a
ballot to all of ourmembers requesting their input on issues of
current interest in Alaska. This ballot permits each member to
express their feelingson the issues and provide direction regarding
which issues should be pursued legislatively. It is NFIB policy that

we cannot take a position on an 1issue for NFIB unless the members
have voted on it and a majority favor the position being taken.

For your information I have enclosed a copy of our 1985 State Ballot
showing the vote of the membership on the various 1issues. The issues
which received strong support are ones which I will be discussing
with legislators during this and subsequent legislative sessions.

If | can provide you any additional information on NFIB or if you
would like to know our position on a particular issue, feel free to

contact me.

y yours,
Go veraliien Relations/Alaska
NFIB/ALASKA St s/S

Legislative Office

P.O. Box 210194

Auke Bay, AK 99821

907/586-4100 6*nr A V



Prompt pay laws require government agencies to pay Interest penalties on late pay-
ments. The survey In this report shows that prompt pay laws are succeeding. Govern-
ment executives In states with prompt pay laws say they are paying few or no Interest
payments and attribute the low figures to dramatic changes In administrative proce-
dures which occurred following adoption of the prompt pay laws.

For example: -nf[
 For fiscal year 1983. Federal agencies paid over 99 percent of their bills on
time compared to 61 percent on time before the Prompt Payment Act of 1982.

.me;|ABzbna'Has paid no interest penalties since the Arizona prompt pay law
Vnarne effective July:1982}fA8encles rnadesuretfiatjnvolces were processed
and did not lie aroundorisomeone's desk, ”reported Don 01soi%A ssistant.

7DRirector for Finance.-***?«, .

« California’s payment records have Improved since the January 1983 prompt
pay law, according to Eric Brooks In the Department of General Services.

* "There was an Instant positive ejject on most agencies and they are now
paying billsfaster than they used to before the prompt pay law/’sald Kathy
F%qher a Ieglslatlve consultant to Assemblyman Richard Katz In California

« In Florida. “the statute hecessltxXted. tmprpvement in bill paying procedures "
e+« George Ha}miie D Irridr'of*Ar~unting and Audlting.'added-.; ‘We have notpaid.,
mucho TnInt*1*halUes'"**mbdblyiessthan $5,000 diving

ee|dst‘c6upie ofyears,”.-"-'
*, Maryland’ Assistant State Comptroller, Robert Swann sald:T.V.following the

f+law. bills were paid morepromptly. Also, agencies have to periodically inform
"“iiej*vempfpfinterestpenaftieslcL™ According to Swana-audl't.figures this

.na'irop/vrvmnorfei'Vr>tX*o fV»n loVtf welrfnin/vinf /~o/'rnnco ?2n tV\n rvr»r*rsnf

m~compared with 2/ percent ofiat'e®aymecnts' now.' The"blggest Improvement was
"seen Ini thelargerstate agencies such as the Department of Transportatloa
Department of Natural Resources and the Department of Health.
Y 5% T jil* r3>) JH']l momer | . . . .
» Jh Massachusetts, the prompt pay law dealing with public construction con-
tracts. "meant that payments had to be revleujed and processed In a more
timelyfashion. Contractors are quite pleased that contracts are paid Ina more
timelyfashion." said Alan Jewett Director of ContractAdmInlistratlon. Jewett
estimates thaf npf~pretK”SiolobO'hW I*np~d”~njnte.resrpenaltles based
on contracts totaling $127 million In the past 2 years.
ACMOrisiNin resulted In such promptness that
v’ho;intente”a”e™” to Management Analyst Don
Seufert. He added: 'We have a standing policy ofpaying our bills In 30 days.”
Administrator Nell Fisher, who receives regular audit reports, agreed that no
Interest penalties were reported by any agencies.
» Oregon Chamber of Commerce’s Vice President Assistant Counsel, Jack
Munro has not heard any complaints about late pay since passage of the law.
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PROMPT PAYMENTS BECOMING
AN INTERGOVERNMENTAL
STANDARD

* Mr. SASSER. Mr. President, paying
one’s bills on time was such &univer-
sal business standard that it hardly 'de-
served to be considered the Innovation
It was when | called for making It a
statutory requirement for Federal
agencies through the introduction of
8. 30, the Late Payments Act of 1981,
on the first day of the 97th Congress.
The purpose and content of this legis-
lation Is clear and unequivocal: Gov-
ernment ought to pay Its bills on time,
within 30 days, or face up to Interest
charges.

Yet, this standard was an Initiative.
And this Initiative, which grew ulti-
mately to be the Prompt Payment Act
of 1982 (Public Law 97-177), Is yielding
more and more results and benefits for

CONGRESSIONAL RECORD —SENATE

those who do business with the Feder-

al Oovemment and State govern-
ments, and for those governments
themselves.

Kenton Pattle, whose indefatigable
efforts as leader of the Blow Pay Coa-
lition—a coalition consisting primarily
of small business groups—eontributed
much toward the onactment of the
Prompt Payment Act, recently wrote
me to tell me that similar coalition ef-
forts at the State level are producing
similar statutes In our Nation's States.

A total of 25 States now have
prompt pajroent laws.

Mr. President, In order that addi-
tional Information on State prompt
payment laws be available for review
by my colleagues and others, I ask
that Mr. Pattle's letter to me, along
with excerpts from an accompanying
report, be printed in the Recora at the
conclusion of my remarks.

This report of success on prompt
pay laws at the State level follows an-
other encouragin? report earlier this
year from the Office of Management
and Bud?et COMB). The OMB report-
ed that, following the first full year of
Implementation of Public Law P7-177T
the Federal '‘Government, -was pavintf
Its TTTFpromptly 9 percent of the
time. This compares favorably to a 60
pcrcenrprompt payment ratE_rennrted
in a I'Dra stu Dy the~~U.B. Genera]
Accounting (iffice. The latter rate rep-
resented a sorry state of affairs, espe-
cially when one considered that the
majority of the late payments Involved
small businesses.

Unlike large corporations, small
businesses have neither the adminis-
trative personnel available nor the
cash flow capability required to carry
overdue accounts for long periods of
time. | should note here, to emphasize
this point, that even though the Fed-
eral Government now has a 99-percent
"on time" rate In paying Its bills, the
remaining 1 percent represents 180,000
overdue bills. Most of these are owed
small businesses.

When the financial practices of the
Federal Government affect small busi-
nesses so directly, | have a special con-
cern: | serve on both the Governmen-
tal Affair* Committee, which oversees
Federal financial management prac-
tices, and the Small Business Commit-
tee, which focuses Its attention on the
special concerns of this country's
small businesses and entrepreneurs.

It Is In this context that the objec-
tive of the prompt payment standard
was, and reamlns, two-fold: First, to
make ‘certain that those businesses
which provide goods and services to
Oovemment receive payment In a rea-
sonable period of time; and second,
through the prospect of Interest
charges, to encourage Government
agencies to develop and maintain effi-
cient financial management practices.

The improvement from 1078 to 1984
In the rate at which Federal agencies
pay their bills on time—from 60 per-
cent to 09 percent—as well as the de-
termined efforts of small businesses in

June 12, im

coalition to encourage the enactment
of prompt payment legislation by
State governments shows that there is
substantial prolgress toward meeting
this objective. If such progress contin-
ues, | feel confident that the Initiative
of 1981 will soon become a standard
for all levels of government. | welcome
such a standard.

The material follows:

* NAVA, not bmtaxATjowAi
COKMOHICSNOMS Industries
. Association
Fairfax. va, June 1, ISii.
Hon. J j* Basses.
Bustell Senate Office Building,
Wajhirwton, D.C.

Dxa* Senatoi Basses: It hss been a while
since | vrote you about prompt pay laws A
lot has happened:

10 states passed prompt pay laws last
year.

8 states puwed prompt pay this spring.

Prompt pay Is currently pending In 17
state legislatures.

A total of 35 states now hive prompt psr
laws. By the end of the yesr. | hope we can
report to you on several more.

Meanwhile, In April we published
"Prompt Pay Laws Are Succeeding" which

-documents the fact that prompt pay laws
are working. The Prompt Pay Act of 1982.
which require* Federal agencies to pay In-
terest penalties when late In paying compa-
nies. has been particularly successful.

Of course, there are some problems. Com-
panies stUl have %roblems getting paid by
the DJ3. Navy although Congressman Sill-
sky Is trying to solve the problem. (For
more details, call Diane Worthington (225-
8365?). Meanwhile, some states with prompt
pay laws are passing amendments to tighten
up language, raise Interest penalties, and
strike loopholes.

If you. 3/our staff, or supporters back
home need more Information about the
prompt pay Issue, please feel free to contact
soe. We appreciate your support and encour-
agement and look forward to continuing to
work with you In the months and yean
ahead.

Sincerely,
otton Pattia

K _
Senior staff Vice Presid-"nl.

States With Paourr Pat Statttts
Adopted prior to 1981

1. (1) Florida.

2. (2) Hawaii (strengthened by Senate Bill
606 In 1983).

3. (3) Hlinois.

4. (4) Massachusetts (limited).

5. (5) Oregon.

6. (6) Arkansas (limited).

7.(7) Michigan (limited). ¢

0. <8) North Carolina (limited).

B. (B) Indiana.

Adopted fn 1981
1. (10) South Carolina.
2. (11) Washington.
3. (12) North Dakota (strengthened by
Senate BUI 2056 In 1B83).

Adopted in 1982
1.(13) Alaska (limited).
. (14) Arizona.
3. (15) California.
. (16) Louisiana. .
. (17) Pennsylvania.
6. South Carolina.
Adopted in 1983
1. California.

2. (18) Colorado.
3. (IB) Delaware.
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Chapter 90. Miscellaneous Provisions.

Section

0L Rblicastnaimanradtpaynets

Sec. 36.90.001. Public construction contract payments, (a) The
state shall initiate procedures to pay the contractor under a public
construction or public work contract within 15 days after the contractor
submits to the state a bill for materials provided or services performed
and,a sworn statement that all employees employed on the project by
the contractor and all subcontractors have been paid not less than the
established prevailing rate of pay as determined and published by the
Department of Labor.

(b) Ifthe state fails to make a payment due the contractor under this
section within 30 days after receiving a contractor’ billing, the state
shall pay interest to the contractor under AS 45.45.010(a) on the
amount due.

(©) The state or a political subdivision of the state is liable to a
contractor registered under AS 08.18 for interest at the rate provided
in AS 45.45.010(a) on retainage on a contract for public works or public
construction. Interest on retainage accrues from the date ofapproval of
a pay estimate until the date of payment to the contractor. A contract
provision purporting to waive the interest provisions ofthis subsection
is void as contrary to public policy.

(d) A political subdivision that has a population of 500 or less is
exempt from the payment of interest provided in (c) of this section.

(e) A political subdivision that receives a state grant for a public
construction or public works project may use money from the state
grant to pay the interest on retainage under contracts for the project
as required by (c) of this section. (§ 1ch 85 SLA 1982)

Ediitorbrotes.— 831m3,ct185,SLA %a‘rﬁaﬁseﬁaﬂjmm’ﬁe
192, proacks: * The prosiosofthis/Act chie of thisAct (ly 1, 1987
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§ 3705400 A laska Statutes §7_05_410

Rvisors mla. — Fomerly AS
37,6319, Rerunbered N 198.

Sec. 37.05.400. Definitions for chapter. In this chapter

(1) "fiscal year,"” "budget year,” "accounting year,” or similar term
means a year beginning on July 1 of one calendar year and ending on
June 30 of the following calendar year;

(2) "handicapped individual” means an individual under a physical
or mental disability which constitutes a substantial handicap to
employment;

(3) "sheltered workshop” means a place where manufacture or
handiwork is carried on, and which is operated for the primary purpose
of providing remunerative employment to handicapped individuals.

(4) "state agency,” "agency,” "department,” or similar term means a
department, office, institution, board, commission, bureau, division, or
other administrative unit forming the state government, and includes
the Alaska Pioneers’ Home and the University of Alaska. (8 3art I ch
82 SLA 1955; am § 1ch 186 SLA 1957; am § 2ch 92 SLA 1975;am § 6
ch 46 SLA 1977)

Revisr's rotes. — AS raatpial © addetie te dfired
3F.(3®.30. Rerunbered maﬁ tans.

NOTES TO DECISIONS
n Gater v Alasle Flb

Eq%“ne‘%ﬁe""a’?%“’ B B

Sec. 37.05.410. Short title. This chapter may be cited as the Fiscal
Procedures Act. (8 1art I ch 82 SLA 1955)

Revisor’s roles. — Famerly AS
37, B.30. Renunbered N 198.

Chapter 07. Executive Budget Act.

Section Sectian i

1T
. a

. ofmanegement and hLooet 2 1

. ad fracd role |

& CHJ!HI bLotet



RECL"ES" FISCAL GETAIL
Eiii/rtesclution NO-:—CShb3Q (Fln)~gency Hrrecced: All
Title: Payment for purchases Program Category Affected: All

Sponsor: Representative Shultz BRU, Procram or Subprograms) Affected:
Requestor: House Finance All
Date of Request: 2/26/85

ri od i ri tio i Ft s/ I FY ss FYy 89 | FY 90
OPERATING 1 1 1

11)0 FctoONAL SERVICES i -0- 1 1
200 TRAVEL 1 -0- 1 \
300 CONTRACTUAL 1 _0- 1 1
A00 SUPPLIES 1 o- 1 I 1
500 EQUIPMENT 1 o- 1 ! 1
500 LAND A STRUCTURES 1 :0_ 1 i 1
700 CRANTS, CLAIMS 1 n- 1 1 | 1
300 MISCELLANEOUS 1 jO— 1 1 1 1

TOTAL OPERATING 1 i _n_ " - i "
[ REVENUE 0.

FUNDImG:  fThousands of Dollars)
jLitCnnL ru.ij 1 -0- * 1 1
-EDERAL FUNDS 1 -0- 1 i 1 |
DTHER i -n- i 1 | 1
TOTAL 1 -0- - 1 | |
pn?TTTO\™S:
ull-iii%ce 1 ) 1 1
"ART-TIME 1 on | i 1
TEMPORARY n 1 1 1

ANALYSIS: / The purpose of this

legislation is to encourage stare agencies to pay billson time, It
would be contrary to this purpose to appropriate funds for

interest payments or related staff costs. It is the House Finance
Committee"s intent that any funds needed be absorbed within

an agency"s existing bucto”\*

Prepared By: Al Adams - Chairman Phone 465-3706
Division: House Finance Committee Date:2/26/85
Approved by Commissioner” Date:

Agency:

Distribution (by Agency preparing fiscal note)
Legislative Finance
Legislative Sponsor
Reouestor
Office of Management and Budget
Impacted Agency(ies) 7/1/34
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