


HOUSE LABOR AND COMMERCE COMMITTEE -

ALASKA STATE LEGISLATURE P.0. BOX'Y, JUNEAU 99811

(907) 465-3892

February 6, 1989

MEMORANDUM

To: Representative Eileen Maclean, Chair
House Community and Regional Affairs Committee

From: Representative Dave Donley, Chair
House Labor and Commerce Committee

Re: Request for hearing - HB 139

I am writing to ask that you schedule HB 139, relating to payments for
purchases by schol districts and municipalities, for a hearing before the House
Community and Regional Affairs Committee at your earliest convenience.

HB 139 is modeled after recently adopted legislation mandating the state to pay
their bills on time. The measure requires school districts and municipalities
to pay for purchase within 30 days of receipt and subjects them to a 1.5
percent fine and penalties under AS 37.05.285. for failureto pay within the
time period outlined in the bill.

The measure was introduced by the House Labor and Commerce Committee cn request
by the National Federation of Independent Businesses. The Department of
Commerce and Economic Development supported a similar measure, HB 422, filed
during the 1988 session.

Since adoption of the law governing state purchases, the Department of
Administration has reported significant savings to the general fund because
they have not had to pay late charges and other related costs(see attached
article). Hopefully, HB 139 will bring similarbenefits toschool districts and
local government.

Please contact me or Ginger Bairn at 4954 if you have any questions or need
additional information.
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January 23, 1989

MEMORANDUM
To: Members, House Labor and Commerce Committee

From: Representative Dave Donley, Chair
House Labor and Commerce Committee

Re: Proposed Committee Legislation - "Pay on Time"

The attached bill draft would require Municipalities and School Districts to
pay for the gurchases they make within 30 days or pay interest on the
outstanding Dbalance due to the contractor.

Recently this Ie%lslatlve body passed a similar piece of legislation that
requires the State of Alaska to pay it's constractors on tluie or pai the
contractor interest on the outstan mg balance after 30 days. Alaska's small
businesses have asked that we place the same requirements on local governments
and school districts.

Considering the current state of our economy, it is critical that we keep the
money that is owed to small businesses on the "street" rather than in the
accounts of local governments. It is not the job of small business to finance
local government through the money they are owed for work performed.

Its clear and simple, if the money is owed to small business, local Povernm,ents
should pa?/ it, just as small businesses areexpected to pay their bills on time
and complete the work they contracted for in a timely manner.



S 37.06.210 Alaska Statutes Supplement 5 37.06.2%

Sec. 37.05.270. Purchases through General Se.vices Administra-
tion. IRepcaled, S 67 ch 106 SLA 1986, elTective January 1, 1988]

Sec. 37.05.280. Leases. (Repealed, } 67 ch 106 SLA 1986, elTcctive
January 1, 1988]

Article 3A. Payment for Purchases.

et fr e purcteee

Sec. 37.05.285. Payment for alnte purchases. (n) Payment for
purchases of goods or services provided n stnto ngency must be made
by a required payment date that is

(1) the date on which payment indue under the terms ofa contract;
or

(2) 30 days after receipt of a proper billing for the amount of the
payment due, if a date on which payment in 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 oilers a discount from the amount otherwise due for
property or aerviccB 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 ib not
made on or before a required payment date under (a) of this section,
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 Beller and the state that establishes a lower ate of
interest or precludes the charging of interest. If the interest-bearing
period oftime is iethcr (1) a fraction of n month or (2) one or more full
months plus a fraction ofa month, the state agency Bhall pay the same
amountofinterest for the fraction ofa month ns it would pay fora full
month.

(d) This section does not apply

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

(2) to payment Tor specific goods or services in dispute afle/ 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 ofspecific goods or services is in dispute and Btating
the reasons for the dispute; the state agency shall pay iet the specific
goods or services in dispute within 30 days after rvtvution of the
dispute; or

(3) to a contract covered by AS 36.90.010.

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

8 37.06.287 Public Finance ? 37.06.287

(0 In this section :

(1) "dispute” mcanB a determination by the state official responsi-
ble 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 is considered made on the date when the payment is
personally delivered to the seller or agent of the seller or on the date
the payment is mailed;

(3) "state agency” haa the meaning given in AS 37.05.400 and slbo
includen the legislative nnd judicial branches. (5 1 ch 2 SI/A tOflfi)

Article 3D. Risk management.
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Sec. 37.05.287. Insurance for state assets, (a) The Department
of Administration shall obtain or provide, in an amount and in the
form that the department determines to be appropriate, casualty,
property, and othor insurance for protection of atate assets and for the
operation ofstate government. The department mny provide for insur-
ance coverage, in whole or in part, through a self-innurnncc program.

(b) The Department of Administration shall annually review the
state insurance program to assure that, to the extent reasonable, ade-
quate insurance coverage of reserves are maintained to satisfy all
reasonably foreseeable claimaor judgments for which payment may
be due under the state insurance program during the next fiscal year.
The department Bhall annually obtain ah independent actuarial as-
sessment ofthe state insurance program. No later than Februaiy 1 of
each calendar year, the department shall submit to the presiding offi-
cers of each house of the legislature a review of the state insurance
program, an independent.actuarial assessment, and a certified audit
of the stato insurance catastrophe reserve account. (5 1 ch 28 SLA
1987)
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FOR

ROMPT PAY

October 12, 1989

TO: STATE mnSIATDES WHO SUPPORT PROMPT PAY

FROM: Theresa Stanion, Legislative Assistant
International Communications Industries Association (ICIA)

Getting U.S. to Pay Firms on Time Was Fight of Decade
N>
New Prompt Pay Law Relieves Credit Headaches

Because of your interest and support of prompt pay legislation, we would like
to share with you two recent news articles featuring the Coalition for Prompt

Pay.

The first of these, "Getting U.S. to Pay Firms on Time Was Fight of Decade,"
appeared in the Wall Street Journal on September 5, 1989. It details the long
fight of the coalition and Kenton Pattie in getting the Federal Prompt Pay
bills through Congress.

The second article, "New Pra.pt Pay law Relieves Credit Headaches," was written
by Kenton and was published ip the September, 1989 issue of Business Credit.

It is a quick overview of the Federal Law and also gives same down-to-earth
advice to credit managers who do business with the Federal government.

Business Credit is published by the National Association of Credit Management,

a coalition member.

We thought you"d like to read the articles and perhaps share them with other
legislators who are also interested in prompt pay.

THANKS FOR YOUR SUPPORT

The Coalition for Prompt Pay is thankful for the support of legislators like
yourself in getting state prompt pay laws passed in forty-seven states plus the
District of Columbia.

If there is any way that we can help you, please give us a call at
703/273-7200.

3150SPRINQISTFIEEr«:frAIRFAXrVIRGIN)A 22031 - (703)273-7200
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MEMBERS OF THE COALITION FOR PRCMPr PAY

Internationa*. Cannsanications Industries Association (10A)
Air Conditioning Contractors of America (ACCA)

American Association of Nurserymen (AAN)

American Fire Sprinkler Association, Inc. (AF3A)

American Consulting Engineers Council (ACEC)

American Institute of Steel Construction (AISO)

American Logistics Association (ALA)

American Subcontractors Association (ASA)

American Traffic Safety Services Association (ATSSA)
Associated Builders and Contractors (ABC)

Associated Specialty Contractors (ASC)

Association for Information and Image Management (AIIM)
Association of Data Processing Service Organizations (ADAPSO)
Association of the Wall & Ceiling Industries— International (AWCI)
Ceilings & Interior Systems Construction Association (CTSCA)
Coalition for Government Procurement

Mechanical Contractors Association of America (MCAA)
National Association of Manufacturers (NAM)

National Association of Medical Equipment Suppliers (NAMES)
National Association of Minority Contractors (NAMC)

National Association of Retail Druggists (NARD)

National Association of Wholesalers-Distributors (NAW)
National Association of Credit Management (NACM)

National Electrical Contractors Association (NECA)

National Independent Dairy Foods Association (NIDEA)
National Moving and Storage Association (NVMSA)

National Rooiiig Contractors A“ociation (NRCA)

National Small Business United (NSEU)

National Tooling and Machining Association (NIMA)

Painting and Decorating Contractors of Amerira (PLCA)
Professional Services Council (ESC)

Sheet Metal & Air Conditioning Contractors National Association (SMACNA)
Small Business Legislative Council (SBDC)

31SO SPRING STREET « FAIRFAX. VIRGINIA 22031 < 1703)273-7200
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*What company
can stfoM to carry
Its customers for 19

to 24 months?"

nm

New Prompt Pay Law

Relieves Credit Headaches
You Won't Become Methuselah Waiting for Uncle Sam
By Kenton H PUtt|e

THE US AIR FORCE PURCHASED 58533 WORTH OF PLAYGROUND EQUIPIVENT
andhed the Alabarma manufacturer ship it toabesein Alaska. Thetnanufacturer received payment 673
days later. Althoughfederal law requires payment of interest peralties in such cases, the manufacturer
received only $9159 in penalties—at least 5648 less than the anmount the lawallows.

Thisisnatan isolated case of late pay, as thousands ofsell and largefirms areexperiencing thesare

pradlem

A Virginia company, for exanple, sold 51.424 worth of office products to the Deferse Departiernt.

Payrrent wes received 583 days

later without a cent in interest penalties. Dozens of conpanies meke

similar sales every day, only to discover thet the federal government is notorious for late payrments.

i hisisnotacase where credit managers are
asleep on the job. The Alabama firm's
creditmanagermade repeated attempts to
secure payment. Thegovernmentignored

herbillings. Aftersheappealed toSenatorHoward
Heflin (D-Alabama),who talked with the Air Force
for two months, they finally responded.

The creditmanager forthe Virginia office prod-
ucts firm worked just as hard, phoning the buyer
and the buyer's finance office repeatedly. The
finance office claimed it had neverreceived "proof
of delivery” which the company had sent many
times. The government's receiving report was
dated "October,” even though the goods were
delivered five months earlier. Even the long delay
in issuing a receiving report did little to speed up
payment which was eventually received 19 months
late.

Whatcompany can afford to carry its customers
for 19to 24 months? Whatcompany can afford to
spend valuable credit office time on collection
campaigns which chase the U.S. government from
coast to coast?

New Law Expedites Government Payment

Credit managers facing these problems are getting
good news this year, with the adoption of the new
prompt pavment law. Congress has come to vour
aid, and beginning this fall, you should see faster
payments from federal accounts.

Ttiisamde will help you use the new law and
the nghts itensures, and will help you train others
in your otrice.

You have the right to nonfication within seven

days ifyour shipment, service, orinvoice is unsat-
isfactory. Underthe old law, the government was
required to notify you within 15 days, but few
problem invoices ever triggered notification. Prob-
lem invoices, which languished for montiiS, were
used as an excuse for nonpayment.

Under the new law, if the government fails tc
contact you within seven days, the payment cycle
begins, and, ifthe productorserviceisnormal, you
will be paid by the 38th day (seven days for accep-
tance and 30 days to issue payment).

You have the right to know when the payment
will be made, even if the government takes longer
than seven daystoinspectyourshipmentor work.
The new payment act creates a t*ven day "“con-
st:uctive acceptance"” period. For example, the
government may accept your work.20 days after
you deliverit,butthe 30 day pavmentclock begins
on the seventh day afterdelivery orafter receipt ot
the invoice, whichever is later.

Youhave therightto an early paymentin return
foran earjv pavmentdiscount. Manv federal buy-
ers took early payment discounts long after the
discount period expired. Unde. the new law, they
may only take such discounts if they meet the
deadline set by the company. The determining
date w~Il be the date on your invoice.

Ifyou say "2 percentdiscountforpaymentin 15
days,"” forexample, the countofthe 15days begins
on the day you date your invoice. Therefore, itis
very importanttomake sure the invoicearrives the
same day as the goods anive or the service is
finished.

You have the right to know for what you are

SEPTEVBRI BUSINESSCREDI T



being paid. Afterthe 1982 act, many credit manag-
ers complained that they received U.S. Treasury
checks with no accompanying account informa-
tion. Consequently, credit managers would have
io call the government to rind out which goods or
services were being paid.

The new law states that when you receive treas-
ury checks, you should receive information con-
cerning whattheyare forand, ifinterestis paid, the
basis for the interest.

In the event that you are paid by electronic
funds transfer, you also have this right. Unfortu-
nately, the treasury's new Vendor Express EFT
system may not give you all the information you
need. For example, what if the payment is for
several dozen invoices? There is certainly not
enough room to include all contractand purchase
order numbers.

For this reason. I'm certain that we will need to
continue working with the government to solve the
emerging information gap thatcomes with the age
of electronic funds transfer.

You also have a right to an extra penalty if the
government fails to pay you the interest it owes.
After the 1982 act, many agencies began paying
interest penalties for the first time. In that respect,
the 1982 act was a major breakthrough for credit
managers. But in recent years, some payment
centersdecided they would not pay penalties even
though they were required to do so by law.

Insisting on making the interest penalty an auto-
matic responsibility of every government finance
center, CongTess called for an extra penalty to be
paid by any agency which deliberately refuses to
pay you interest. Under the new rules, agencies
will pay eithera 50 or a 100 percent penalty on top
of the normal penaltv every time they pay for the
goods but fail to pay interestowed. The one snag,
however, built into the new act, is that you must
write a letter asking for the extra penalty.

After receiving a late payment without a pen-
alty pavment attached, you must write within 40
days, stating, "l received no interest penalties, and
therefore we are due an extra penaltv as per the
Prompt Payment Act of 1988."

Some Headaches Remain

Congress feltit was unable to solve all the prob-
lems credit managers are having, including "lost"
invoices.

Every'day, federalagencies "lose' thousands of
invoices mailed by companies. Some are sent by
"return receiptrequested” or by a pnvate messen-
ger service. To credit managers' astonishment,
none of these show up later—they just disappear.
Many companies resubmit invoices five or six
times before one is actually "received."

BUSINESSCREOITSErTEMBER I W

One government finance employee recently told
me that he just had to throw many incoming
invoices away, "l just don't have the time. There
are too many of them, too many problems that |
have to justgetsolved. It’s easier to toss them than
to handle them." Back in 1982, when the first law
was going through, an anonymous government
employee called to tell me that his office regularly
shredded its backlog of invoices rather than pay
them.

DsalIng with "Lost" Invoices

Credit managers should never issue a new in-
voice with a new date, this just all&v.-sthe recipient
to further delay payment. If you must resubmit,
use the original invoice numberand date. Acquire
areceiver's signature.

If you know the name of the person vou are
sending the invoice to, phone them the day you
believe itarrived and verify its receipt. Ifyou have
anumber of "lost" invoice problems, call the in-
spector general (IG) of that agency. Every base,
federal building, and agency hasan IG who inves-
tigates fraud, waste, and abuse.

Throwing away invoices is clearly fraud and
abuse of government authority. An IG can help
stop a pattern of lost invoices. Ifyou can treach
your local 1G, you ran call (202) 343-5745, (202)
535-7335, or (800) 424-5210 (recording).

Bridging the Communication Gap

Anothercommon problem issolving the lack of
govemment-vendor communication. Too often,
phone callsresultin reaching a tape recording that
says, "We're busy now, Leave your number and
your contract number and we'll get back in touch
with you." Rarely does anyone ever contact vou.
When you do reach someone, they usually can't
help resolve your problem.

Under those circumstances, you must keep a
detailed diary of all your contacts and a log of
exactly what issaid or notsaid. Then wnte a letter
to the agency indicating what you have done and
explain that no one ever replied to your inquiry

Since you will probably bein a more formal dis-
pute later, it is best to keep these detailed notes
from the beginning. Your notes and confirming
letters will be proof of your good faith effort and
*will help document the government’s misman-
aged payment process.

Luckily, a few agencies publish information on
how vendors can receive payment from them:
more should. It would also be helpful if more
agencies would conduct seminars for credit man-
agers on how to send proper invoices to the gov-
ernment. Some of theirpayment forms, such as tne
OD 250.aresocomplicated that mistakes are all too

"Yournotesand
confirming letters
willbe proofof
yourgood faith

effort.”
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~or t40se WIt" a backlog or dozens of invoices, this
is afrustrating system. 1lsuggestcalling right back
afterthethree<alllimitisreached. Eventually they
wvill agree to work on a more businesslike basis.

Ifthesesuggestionsdonthelp, try meeting with
your government counterpart. Many vendors have
gone into government offices, sorted through unpaid
invoices, pulled out their own, and walked them
through the system to speed up payment. Other
vendors have met with top agency officials to
discuss the general problem of late pavment. These
meetings are often effective in launching an im-
proved level of communication.

Getting Partially Paid

The prompt pay law permits partial payments
unless they are specifically prohibited by the con-
tract. (Many companiescomplain that the govern-
ment will delay payment because a portion of a
long purchase order is on backorder.)

Each of these partial payments is subject to the
penalty provisions of the prompt payment law.
Thus, the same 30-dav standard forcompleted jobs
applies to partial completions.

The new law even extends the promptpay rules
to contractors and subcontractors who receive prog-
ress payments when working on federal construc-
tion protects.

Il recommend that your sales manager be dis-

Nuts and Bolts of the New Law

President Re-gan signed the Prompt Pay-
ment Act Amendments Act of 1988 (P.L. 100-
496) in October of 1988. The law became effec-
tive April 1,1989. Inthe spring and summer of
1989, new rules were published called prompt
pay amendments to the Federal Acquisition
Regulations (FARS) and Office of Management
and Budget Circular A-125. To ask questions
about A-125, call (202) 395-3066. These rules
contain the specific clauses the government
employees will follow when dealing with vou
and other credit managers from private firms.

The interest penalty rate is set by the Treasury
Departmentevery January land July 1. To find
out the current rate call (202) 566-5651.

For more information, contact NACM or the
Coalition for Prompt Pav, 3150 Sprinz Street,
Fairfax. VA. 22301-2399. (703) 273-7200.

couraged from signing contracts which haveapro-
hibition against partial pavment for partial deliv-
ery. Such prohibitions may cause a long delay in
your getting paid and could play havoc with your
cash flow.

Forexample, acompany recently signed a con-
tract to deliver "one lot" over nine months for
$100,000. The "one lot" in question was aseries of
separate reports and studies. By referring to these
as "one lot," the government may have cunningly
undermined the company's claim to partial pay-
ment for each delivered report or study.

A Few Final Hints

As acredit manager, you normally call just the
buyer or the pavment center of that buyer. But,
with federal accounts, you must be willing to call
the supervisor. Ifthatdoesn't work, call the base
commander or other top federal executive for that
local unit. If that doesn’t work, call the agency's
comptroller in Washington. As a last resort, call
your state senator or representative.

Ifyou work fora small business, you should call
the agency's Small and Disadvantaged Business
Utilization Office (SADBU). There isone in every
agency. Ifyou can't find the number, call (800) 368-
5855. In every case, follow up with a confirming
letter, repeating all the steps you have taken in your
quest for pavment.

Eventually, at wit's end, vou may need to file a
formalcomplaintunder the Contract Disputes Act
with the Board of Contract Appeals. You often do
not need a lawyer to do this.

All the letters you have written will stand as evi-
dence. Inevitably, the government will not be as
well organized oras well-documented as you are.

Ifyou fear complaining too loudly because you
mightiose the government's future business, | can
assure you that the government is fartoo disorgan-
ized to coordinate a sales barrier against your
company.

| hope you find the new law works for you.
helps your cash flow, and makes doing business
with the federal governmenteasier, When you run
into problems, summarize them and share them
with NACM and the Coalition forPrompt Pay. We
plan to keep on top ot this problem unn! you are
satisfied.

Kenton H. Pattic i executive vice president ot the
International Communications Industries Association
tICIA) and is founder and director of the Coalition tor
Prompt Pay. He led the lobbying campaign which
resulted in the 1932 .dm 1988 prompt pay laws and in
the adoption ot promrt pay laws in 47 states.

rEPTCMBER IW BUSINESS CREDIT
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Getting U.S. toPay Firms on Time Was Fight of Decade

Campaign Goes On toKeep Honest aNotorious Deadbeat: the Government

By EcgeneCaklson

WASHINGTON-Why can"t the govern-
ment follov conmercial practice and pay
its bills on timp? To Kenton Pattie, vice
presideit of a  Washington-based
small-business trade group, ltseemed like
a lagical question in 1978.

The answer wasn"t so sinple. For a
decade. Mr. Pattie has been the fieldmar-
shal in a complex,
frequently  loely
legislativecanpaign
to force federal
agencies topay treir
contractors and ven-
dors in timely fash-
in. The struyple,
largely Ignored by
the prpss. ultimately
produced the federal
Prompt  Payment
Act. The law's H
amended rules took I
effect in Aprl.

Late payments
are a nuisance for any business but can be
devastating for small companies. Ironi-
ally, the government-which besides be-
ing the nation”s largest buyer of goods and
services s always talking about ways to
help small business-is a notorious dead-
beat. (Small husinesses get about 20T of
the govermment™s XD billin in annual
procurement orders, i

President Reagan signed the first
prompt-pay law in 1922, requiring agencies
to pay Interest on money owed 30 days
after goods and services are received.
Four years later, the General Accounting
Office conceded (he government was dill

Kenton Pattie

paying about one-fourth of its bills late, of-
ten two or three months after they were re-
ceived. SoMr. Pattie spert two more years
pursuing amendments to plug the law™s
logdoles. ""People EHl me 1"vemade a ca-
reer aut of this,” he sigs,

In his long pursuit of speedier hill pay-
irg. Mr. Pattie conducted a classic, alkeit
undermanned, lobbying campaign. He
criss—crossed milles of marble hallways on
Capitol Hill, sat through countless House
and Senate committee hearings, coordi-
nated testimony from outsiders, briefed
congressional staff members and helped
draft legislation.

Inmany ways. Mr. Pattiescampaign B
a textbook example of how laws are
shaped by special interests. But while
headline-making issues such as tax re-
form. clean air and the savings-and-loan
bailout attract legions of lddyists, Mr.
Pattie discovered hardly anyone in Con-
gress knew tardy payments to businesses
were a problem. Moreover, the executive
branch, suspicious of congressional med-
dlirng, opposed a legislative fix
Lonely Voice

""A ferociously mundane issue presents
all the same problems and camplexities as
higprofile lggislation,”” says Chris Brew-
ster, who worked on the prompt-pay hill as
an aide to Sen. John Danforth (R,, Mo.)
and isnow an attomey In private practice
in Washington. "Kenton truly was a wice
crying in the wildemess."

At age 8. soft-spoken and with the
clean-aut looks of a young Cary Grant, Mr.
Pattie doesn™t lodk the part of a profes-
sioal am-twister. ""He doesn’t appear 1o
be a takeo prisorers Ildlyist, but he"san
excellent coalition huilder and he"s dog-

ged,"" says William Monmtalto, a staff coun-
<l for the Senate Small Business Commit-
tee. Adds Mr. Brewster: "(Mr. Pattie lisso
single-minded on this isske that you'd
never want to be caught on an elevator
with him."

With perm:  ionofFhisemployer, the In-
termational Communications IndustriesAs-
sociation, Mr. Pattie spent long hours visit-
ing congressional offices. "Ninety-nine per-
cent of the meetings are with staff,"” he
says Frequently, "trey”ll give you five or
10 nn.utes if you promise not to stay
longer.™

Letters from constituents, which helped
him gain entrance, were supplied by trade
groups: the American Fire Sprinkler Asso-
ciation, the American Builders and Con-
trectors. the National Independent Dairy
Foods Association, the National Tooling
and Machining Association, and 28 other
associations with natiorwide membership
that Mr. Pattie lumped into an urbrella
group, the Goalition for Prompt Pay. Each
coalition member paid dues of S0 a year
1o help underwrite loobying oosts.

Key Action

Mr. Pattie also labored to lire up co-
sponsors for prompt—pay bills introduced in
the House and Senate. '‘Cosponsoring
sounds Mickey Mouse ... hut it’s the key
1o getting things going,"" Mr. Pattie says.
“One of my techniques was to isse a
press release when they agreed to become
a cosponsor-Tongressman Fights Late
Bill Payers,” or something like that.""

Partisan politics conplicated the effart.
Republicans took cotrol of the Senate in
1980, then kst their majority six years
later. With each shift. Mr. Pattie had to re-
cauit a new senator from the majority

party 1 lead the Senate fidt

A break came in 1985, during debate
over amendments 1o the Prompt Payment
Act, when Rep. Jack Brooks (., Texas),
then chairman of the House Government
Operations Committee, produced a Gen-
eral Accounting Office report detailing the
govermment”s late-pajment record.

At first, the Office of Management and
Budget fought change, but its arguments
didh"t sway Rep. Brooks. "‘Yrall paying
your bills late? Y all suppose 1 could pay
my bilks late?" drawls Mr. Pattie, puffing
an imaginary cigar and imitating Rep.
Brooks™s interrogation of officials.
Change of Heart

Ultimately, the administration agreed
1 support the lggislation. "'l think they
Just feared the wrath of Jack Brooks,' Mr.
Pattie says.

Tir* amendments prevent ploys like
pushing back the staled date of arrival of
goods and the almost routine invocation of
a 15-day "'grace period" for special cases,
and also extend the gpplication of the lav.
Despite trat, federal agencies are already
figuring out new ways to drag out pay
ments by keeping inoices floating in bu-
reaucratic linbo, forcing Mr. Pattie
keep 1 his dogged pursuit of the isae.
He iskeeping his coalition alive tomonitor
compliance, and isworking for prompt pay
bills In Vermont, New Hampshire and
Georgia, having masterminded prompt
pay leggislation in 35 other states.

The rewards of the lengthy campaign?
Mr. Pattie says company presidents have
st him photocopies of inmterest checks
from the government covering late pay-
ments. "lIVe got quite a few of them,"
he says. "'It"s pretty neat.”
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Hon. Dave Donley August 10, 1989
Alaska House of

Representatives

4852 Newcastle Way

Anchorage AK 99503

Dear Representative Donley:

Enclosed is a complimentary copy of our new prompt pay book, Guide to Getting
Paid Promptly by State and. Local Agencies.

Because of legislators like yourself; forty-seven states plus the District of
Columbia liave prompt pay laws.

In addition to the synapsis of the major prompt pay laws in each of the
forty-seven states, the book contains an updated version of our model state
prompt pay law. As you know, Congress passed a major revision of the Federal
prompt pay law in October of 1988, and we have included in our revised state
prompt pay law many of the provisions of the Federal law. We encourage you to
look at this model law to see how you can strengthen your own state law.

If you knew of other state legislators who woulu like a complimentary copy of
our book, send us their names and addresses and I will send them a copy.

I would also encourage you to show the book to your constituents and to
business associations. Many businesses have clients in a number of states and
this would be an invaluable resource to them. The book contains a summary of
the new Federal prompt pay regulations for those businesses who sell to the
Federal government.

We have enclosed an order form for additional books which you can givr to
constituents and associations whose members sell to the government. This will
help all of us. It will help you to get better laws passed and publicize what
you are doing. It will help small businesses in your state know how to get
paid promptly And it will help the coalition by allowing us to continue to
our work of promoting prompt pay by government agencies.

The coalition thanks you for your support.

Sincerely,

Theresa Stanion
legislative Assistant

Enclosure: Getting Paid Promptly By State ana Local Agencies
Order Form



COALITION
FOR
PROMPT PAY™

MEMBERS OF TOE OQALITION FOR FROMPF PAY

International Communications Industries Association (ICIA)
Air Conditioning Contractors of America (ACCA)

American Association of Nurserymen (AAN)

American Fire Sprinkler Association, Inc. (AESA)

American Consulting Engineers Council (ACEC)

American Institute of Steel Construction (AISC)

American Logistics Association (ALA)

American Subcontractors Association (ASA)

American Traffic Safety Services Association (ATSSA)
Associated Builders and Contractors (ABC)

Associated Specialty Contractors (ASC)

Association for Information and Image Management (AIIM)
Association of Data Processing Service Organizations /ADAPSO)
Association of the Wall & Ceiling Industries- International (AWCI)
Ceilings & Interior Systems Construction Association (CISCA)
Coalition for Government Procurement

Mechanical Contractors Association of America (MCAA)
National Association of Manufacturers (NAM)

National Association of Medical Equipment Suppliers (NAMES)
National Association of Minority Contractors (NAMC)

National Association of Retail Druggists (NARD)

National Association of Wholesalers-Distributors (NAW)
National Association of Credit Management (NACM)

National Electric | Contractors Association (NECA)

National Independent Dairy Foods Association (NIDFA)
National Moving and Storage Association (NMSA)

National Roofing Contractors Association (NRCA)

National Small Business United (NSBU)

National Tooling and Machining Association (NIMA)

Painting and Decorating Contractors of America (PDCA)
Professional Services Council (PSC)

Sheet Metal & Air Conditioning Contractors National Association (SMACNA)
Small Business Legislative Council (SBLC)

Y f = ;- ~  ,31SOSPRING STREET » FAIRFAX, VIRGINIA 22/at™ <703)273-7206



OORLITION FOR PROMPT PRY
ORDER FORM

Date:

Name

Title

Canpany/Organization

Address
City/State/Zip
Phone
GUIDE TO GETTING PAID PROMPTLY BY STATE AND LOCAL AGENCIES
PRICE LIST
1-5 COPIES $18.00 EACH
6-25 COPIES___ $15.00 EACH
26 OR MORE COPIES $12.00 EACH
PLEASE SEND ME COPIES @ EACH = $
POSTAGE AND HANDLING = $ 3.00
TOTAL AMOUNT ENCLOSED = $

Mate your check out to:
COALITION FOR PROMPT PAY

Send your check with this order form to:
COALITION FOR PROMPT PAY
3150 Spring Street
Fairfax, VA 22031-2399

Thank you very much for your support.



1. Take portion cf amendment 6-0553Ha (dated 3/27/89, that applies the
"dispute™ lanugage to the state procurement code (Title 37.05) and draft
it to fit in the proposed H.Finance CS. (The "dispute" language has
already been adopted into the H.Finance CS as it pertains to school
districts and municipalities).

(THE STATE ALREADY HAS A MECHANISM FOR APPEALING A DISPUTE SO THAT A VENDCR MAY
GET THE PENALTY/INTEREST WHEN A DISPUTE HAS BEEN SETTLED IN THEIR FAVOR  IT'S
NOT A GOCD IDEA TO AVEND THE STATE PROCUREMENT LAW IN THIS MANNER
MUNICIPALITIES AND SCHOOL DISTRICTS DO MOT HAVE SUCH A MECHANISM FCR SETTLING
DISPUTES, THEREFORE THE DISPUTE LANGUAGE ALREADY INCLUDED IN THE HOUSE FINANCE
CS MAKES SENSE).

2. Draft an amendment that changes the interest penalty provisions under
the Finance CS for HB 139 (for school districts and municipalities) from
1.5 percent per month to 10.5 percent per year, as under AS 45.45.010(a) -
standard state rate of interest.

(THE 1.5 PERCENT/MONTH INTEREST RATE IS WHAT IS IN CURRENT STATE LAW IF THE
STATE CAN LIVE WTH IT, WHY NOT MUNICL'ALITIES AND SCHOOL DISTRICTS? ALSO, THE
STANDARD RATE OF INTEREST (10.5 PERCENT/YEAR) IS A STATUTE DESIGNED TOCOMER
INSTANCES WHERE THE STATE IS WITHHOLDING CERTIAN MONEY DUE TO A VENDORCR OTHER
PERSON AND ASSURES THAT THEY ARE PAID A REASONABLE RATE CF INTEREST WHILE THE
MINEY IS BEING HELD. THE PURPOSE OF THE INTEREST/PENALTY IN HB 139 ISA
PENALTY TO DETER LATE PAYMENT.  SIMPLY REQUIRING A "REASONABLE RATE OF
INTEREST" WILL NOT SERVE AS A DETERVENT TO DHAY PAYMENT AND WILL DEFEAT THE
PURPOSE OF THE SECTION).

3. Draft an amendment that applies the interest rate change in amendment N2
to the state procurement code, as well as to municipalities and school
districts.

(EVEN WCRSE THAN THE ARGUVENTS OFFERED III =2 BECAUSE IT WILL CHANGE EXISTING
STATE LAW  ALASKAS SVALL BUSINESS COVMLNITY ASKED FOR HB 139 TO HELP THEM GET
PAID ON TIME. AVENDVENT #3 WILL NOT ONLY GUT HB 139, BUT WILL GUT EXISTING
STATE LAV THAT HAS HELPED SMALL BUSINESSES. TALK ABOUT KICKING THEM WHEN THEY

ARE DOWNI).

4. Draft an amendment that says this act does not apply to municipalities if:
(1) the municipality has adopted by ordinance a procedure addressing

payments for purchases

(THIS WOUD BEXBEIVPT LARGER MUNICIPALITIES THAT ADOPT ANY ORDINANCE PROVIDING FOR
ANY RULES FOR PAYMENT FOR GOODS AND SERVICES AND LEAVE SVALLER COMMUNITIES
UNDER HB 139. A REASONABLE ALTERNATIVE MYY BE TO BEXBEIVPT MUNI'S IF THEY ADOPT,
BY ORDINANCE, A "PAY ON TIME" PROVISION THAT IS SUBSTANTIALLY SIMILAR TO THE

REQUIREMENTS UNDER HB 139.

Carol, call ne if this is still confusing.

Ginger - 4954



HOUSE LABOR AND COMMERCE COMMITTEE

ALASKA STATE LEGISLATURE P.0. BOX Y, JUNEAU 99611

(907) 465-3892

March 29, 1989

PROBLEM

Under HB 139 (and current state procurement law AS 37.05) the penalty
provisions for failure to pay on time do not apply when a delivery has been
disputed by the reciever of the goods and services, even when the dispute is
eventually decided in favor of the vendor.

Amendment #1

Provides that the interest penalty for failure to pay on time applies to
municipalities and school districts if the dispute is eventually settled in

favor of the vendor.

(The HESS CS places the "pay on time"™ provisions under Title 29 for
municipalites and Title 14 for school districts. It makes no mention or
reference to state law under Title 37.05.)

Amendment #2

Provides that the interest penalty for failure to pay on time applies to the
state, municipalities and school districts if the dispute is eventually settled
in favor of the vendor.

(Since the HESS CS applies only to Title 29 (muni's) and Title 14 (School
Districts), its necessary to amend the title of the bill and add additional
language to get this amendment to apply to the state as well as the entities
under HB 139?



State agencies save funds
by paying the billson time
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- STATE OF ALASKA
1990 LEGISLATIVE SESSION

S T

R E Q U E

Revision Dale:
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BELL version : CSHB 139 (Finance)
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FISCAL NOTE
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Districts and Municipalities
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WORK DRAFT WORK DRAFT WORK DRAFT II

t

6-0553D
Bannister
3/22/90
Original sponsor(s): Labor & Commerce Committee
IN THE HOUSE BY THE C&RA COMMITTEE
SENATE CS FOR CS FOR HOUSE BILL NO. 139 (C&RA)
IN THE LEGISLATURE OF THE STATE OF ALASKA
SIXTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act enticled: "An Act relating to payments for purchases by school

districts and municipalities; and providing for an
effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. PURPOSE. The purpose of this Dbill 1is to require munic—
ipalities and school districts to pay for their purchases of goods and
services 1in a timely manner.

* Sec. 2. AS 14.03 is amended by adding a new section to read:

Sec. 14.03.087. PAYMENTS FOR PURCHASES. (a) Payment for pur—
chases of goods or services provided to a school district must be made
by a required payment date that 1is

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

(2) 30 days after the goods or services are received and
the school district that 1is responsible for paying for the purchase
receives a proper billing for the amount of the payment due, if a date
on which payment 1is due 1is not established by contract and 1if the
billing contains or 1is accompanied by documents required by the con—
tract or purchase order.

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

;pecified period of time.

-1- SCS CSHB 139 (C&RA) i



WORK DRAFT WORK DRAFT WORK DRAFT

(c)If payment for goods or services purchased by the school
district is not made on or before a required payment date under (a) of
this section, the school district shall pay interest on the unpaid
balance from the required payment date at an interest rate that s
equal to the amount set out 1in AS 45.45.010(a), unless an agreement
exists between the seller and the school district that establishes a
lower rate of interest or precludes the charging of interest.

(d) Except as provided in (f) of this section, 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 sellerof goods or services receives notice from the school
district official responsible for authorizing payment for goods and
services that the amount of the 1invoice or quality of specific goods
or services 1is in dispute and stating the reasons for the dispute; the
school district shall pay for the specific goods cr services 1in dis—
pute within 30 days after the resolution of the dispute;

(3) to a contract covered by AS 36.90.010; or

4) to a payment for which reimbursement 1is available tc
the school district under an insurance contract.

(e) In this section, payment is considered made on the date when
the payment 1is personally delivered to the seller or agent of the
seller or on the date the payment is mailed.

(@) IT a dispute under (d)(2) of this section 1is resolved in
favor of the seller, (c¢) of this section applies to the payment for
the goods or services involved in the dispute.

(9) In this section,

D "dispute”™ means a determination by the sch
SCS CSHB 139 (C&RA) -2-
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responsible for authorizing the payments fox the purchase of

services

that the performance or price charged 1is not in

compliance with the terms of the contract or purchase order;

trict and a

* Sec. 3.
* Sec. 4.
Sec.

)

"school district” means a borough or city school

regional educational attendance area.

AS 29.10.200 1is amended by adding a new paragraph toread:

(51) AS 29.71.060 (payments for purchases).

AS 29.71

is amended by adding a new section to read:

29.71.060. PAYMENTS FOR PURCHASES. (a) Payment for pur—

chases of goods or services provided to a municipality must be made by

a required payment date that 1is

contract

D the date on which payment 1is due under the terms of a

or

() 30

the municipality

receives a proper

on which

payment

billing contains

days after thegoods or services are received and
that 1is responsible for paying for the purchase
billing for the amount of the payment due, if a date

is due 1is not established by contract and 1if the

or 1is accompanied by documents required by the con-—

tract or purchase order.

(b)

for property

period of time,

If a seller offers a discount from the amount otherwise due

or services 1in exchange for payment within a specified

themunicipality may make payment 1in an amount equal

to the discounted price only if payment 1is made within the specified

period of time.

©

If payment for goods or services purchased by the municipal —

ity is not made on or before a required payment date under (a) of this

the municipality shall pay interest on the unpaid balance

section,
from the required
the amount

payment date at an interest rate that is equal to

setoutin AS 45.45.010(a), wunless an agreement exists

-3- SCS CSHB 139 (C&RA)
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*

between the seller and the municipality that establishes a lower rate
of interest or precludes the charging of interest.

(d) Except as proviued in (f) of this section, this section does
not apply

(1) if the municipality has adopted by ordinance substan-—
tiallysimilar procedures governing the payment of its purchases;

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

(3) to payment for specific goods or services in dispute
after a seller of goods or services receives notice from the municipal
official responsible for authorizing payment for goodsand services
that the amount of the invoice or quality of specific goods or ser—
vices isin dispute and stating the reasons for thedispute; the
municipality shall pay for the specific goods or services in dispute
within 30 days after the resolution®™ of the dispute;

(4) to a contract covered by AS 36.90.010; or

(5) to a payment for which reimbursement isavailable to
the municipality under an insurance contract.

(e) In this section, payment is considered made on the date when
the payment 1is personally delivered to the seller or agent of the
seller or on the date the payment 1is mailed.

() If a dispute under (d)(3) of this section 1is resolved in
favor of the seller, (c¢) of this section applies to the payment for
the goods or services involved in the dispute.

(9) In this section, "dispute” means a determination by the
municipal official responsible for authorizing the payments Tfor the
purchase of goods or services that the performance or price charged 1is
not in compliance with the terms of the contract or purchase order.

Sec. b. This Act does not apply to purchase contracts entered into

SCS CSHB 139 (C&RA) -4-
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before July 1, 1990.

* Sec. 6. This Act takes effect July 1, 1990,

2
13
14
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24
Dl
26
27
28

29
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HOUSE LABOR AND COMMERCE COMMITTEE
ALASKA STATE LEGISLATURE HO. BOX'V, JUNEAU99811

received

FEb Z u

February 16, 1990

MEMORANDUM

To: Senator Mike Szymanski, Chair
Senate Community and Regional Affairs Committee

From: Representative Dave Donley, Chair 7/,
House Labor and Commerce Committee*”

Re: Request for hearing on HB 139

I am writing to request that :IB 139, relating to timely payment for goods and
services by municipalities and school districts, be scheduled for a hearing
before the Senate Community and Regional Affairs Committee at your earliest
convenience.

A referral file has already been sent to your Committee. Please contact me or
House Labor and Commerce Committee staff at 4994 if you have any questions or
need additional information.

dd/gbs90
b/hb139



A MERTITCAN SuUBCONTRACTUORS
ASSOCTITATTION 0 F AL AS KA

2908 Commercial Drive

Anchorage, Alaska 99501 RECEIVED

907 - 276 -6893

h£éB 2 0 1990

February 16, 1990

Senator Szymanski
P.O. Box V
Juneau, AK 99811

Dear Senator Szymanski:

On behalf of the Alaska Chapter of American Subcontractors
Association | want to ask for your support and assistance in
passing HB 284 having to do with prompt payment on public
construction projects.

Prompt payment has led the concerns of subcontractors for some

years now. In 1989 A,S.A. joined forces with A.G6G.C. of Alaska to
work on legislation fair to all contractors, subcontractors,
material suppliers and government owners before presenting the
principals in Juneau. In March 89, a draft was presented to

Representative Boyer with full support by A.S.A. and A.G.C.
Alaska Chapters.

Before passing the House, because of objections by the Municipa

League, revisions were made in three areas. The first change in
section )} -- payment deadline has been changed to 30 days after
receipt of payment request Second, if grant money is to be

used, payment terms are 2! days after payment request has been
received. Here we inserted "or within 21 calendar days of the
date the subdivision actually receives the grant money, which

ever is later." The third change will exempt approximately 75 %

of the political subdivisions by exempting those with a
population of 800 or less, (page 7 <4>),

| understand you have requested and received this Dbill for review
and hearings before it is to be heard by the one committee
referal, Labor and Commerce, in 1989.



We believe prompt payment as outlined in HB 284 is a positive
step to assure fair dealings among the entire construction

industry. As funds are available and set aside for public
projects and only require interest on late payments, passage of
this bill will protect interest of prime contractors,
subcontractors, material suppliers as well as government in the

payment process.

| urge you to schedule this bill as early as possible in this
session and ask your consideration in supporting prompt payment
on public construction projects. [ will be in Juneau February
26th - 27th and look forward to meeting with you to discuss this
further.

Roxanna Horschel
Chapter President

cc: Senators Steve Frank
Al Adams
Drue Pearce
Pat Pourchot

PHONE (907) 522-1155
TELEX 26-569

FENCE COMPANY

t£.360 NIGH HD. ANCHORAGE. AX 99515 !
* ROXANNA M HORSCHEL
A W W | A O U U U N \ 1

o Chain Link » Cedar » * fh/ground Equipment
* Guardrail » Highway Signing'» Portable Kennel:
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February 16, 1990 PECEWED
Senator Szi//manski fFEB 20
P. 0. Box

June.au, Alaska 99811
Dear Senator Szymanski:

| understand HB 284 has been turned over to the Senate Community and
[{eglonal Affairs Committee and has received opposition by the Municipal
eague.

Whatever reason the Municipal League has for opposing prompt payment, |
ask you to give _ atleast equal consideration to thecontractor's

reasons for supporting HB 284.

Cash flow is a very important factor to contractors who must pay labor
wages weekly, post a ‘contractor's bond, make timely tax payments and
prepay insurance  to comply with required coverages, in “order to
partiCipate in a public construction project.

The purpose of HB 284 is to recognize the "time value of money." The
requirement to |pay promptly or pafy interest recognizes this concept and
encourages timely payments. The failure of an owner to promptly pay a
contractor, or a contractor to promptly pay a lower " tiered
subcontractor orsupplier should carry aninterest assessment to
recognize the time value of money.

Please schedule HB 284 for hearings as early as possible this session.
This is important to contractors In Alaska, and we will appreciate your
consideration for supporting this b ill.

Sincerely,
RIBELIN LOWELL & COMPANY

Richard L. Lowell
President

RLLicrb

cc:  Senators Steve Frank
Albert Adams
Drue Pearce
Pat Pourchot



RECtivcu ANCHORAGE SAND and GRAVEL CO., INC.
1813 E. Isl Avc., Anchorage, Alaska 99501 < Phone 274-5691 < Fax # (907) 276-2928

FEB2 0o W1 February 15, 1990

Senator Szymanski
P.0. Box V
Juneau, /iK 99811

Dear Senator Szymanski.

| understand HB 284 has been turned over to the Senate Communli\? and
Eeglonal Affairs Committee and has received opposition by the Municipal
eague.

Whatever reason the Municipal League has for opposing prompt payment, | ask
you to give at least equal consideration to the contractor's reasons for

supporting HB 284.

Cash flow is a very important factor to contractors who must pay labor
wages weekly, post a contractor's bond, make timely tax payments and prepay
insurance to comply with required coverages, in order to participate in a
public construction project.

The purpose of HB 284 is to recognize the "time value of money." The
requirement to pay promptly or paY interest recognizes this concept and
encourages timely payments. The failure of an owner to promptly pay a
contractor, or a contractor to promptly pay a lower tiered subcontractor or
supplier should carry an interest asseSsment to recognize the time value of

money.

Please schedule HB 284 for hearings as early as possible this session.
This is important to contractors in Alaska,” and we will appreciate your
consideration for supporting this bill,

Sincerelv, 7

Herbert C. Lang

cc: Senators Steve Frank
Albert Adams
Drue Pearce
Pat Pourchot

50 YEARS .
938 SERVING AI-ASKA J9*18



December 27, 1989

The Honorable Mike Szymanski
Alaska State Senator

3111 C Street, Suite 510
Anchorage, ak 99503

Dear Senator Szymanski:

You recently requested, and received, a position paper from
the Department of Community and Regional Affairs on House

Bill 139.

Enclosed please find a memorandum from Commissioner
Merculieff to Bob Evans regarding that bill- I £ ->ught you
might want it for your committee file.

Sincerely,

\\ks\ In-"
Shari Kochman
Legislativ w\:ff Assistant

Enclosure



MEMORANDUM State of Alaska

1O

from.

Bob Evans date: December 22, 1989
Deputy Chief of Staff
Office of the Governor FILE NO:

TELEPHONE NO:  465-2500
SUBJECT:  CSHB 139(Fin)

Lar'y Merculieff, Commissioner
Department of Commerce and
Economic Development

You have asked for the department's comments on the draft position paper
for CSHB 139(Fin) prepared by the Department of Community and Regional

Affairs.

The Department of Commerce and Economic Development supports timely
payment of bills. School districts and municipalities throughout the
state are encouraged to purchase goods and services locally whenever
possible. In most circumstances, that means they are dealing with small
businesses where cash flow is a constant concern. Failure to receive
payments on time could cause a financial hardship on small businesses,
especially in a down economy.

Passage of HB 139 would encourage school districts and municipalities to
make their internal operations more efficient. Often, the inability to
make prompt payments is not caused by the accounts payable section, but
elsewhere within an organization. Many municipalities and school
districts have policies regarding payment of purchases. For example. -
few years ago, the City and Borough of Juneau began requiring that
payments for poods and services be made within 30 days of receipt of a
statement. A*dramatic improvement occurred in making prompt payments to
vendors. Local ordinances allow latitude for fiscal procedures which fit

the local situation.

The House Finance Committee version of the bill incorporates an amendment
which provides that the requirements of the bill do not apply if the
municipality has adopted an ordinance with substantially similar proce-
dures governing the payment of its purchases. The department supports
that amendment.

Although the department does strongly support the concept of municipali-
ties and school districts paying bills on time, particularly from a small
business point of view, | have difficulty with the state placing such
restrictions on municipalities. The responsibility for ensuring timely
payments should come from the local governments which are a party to the
contracts, rather than be imposed by the state.

LM/LWIdgl 5975D
122289¢

cc. David Hoffman, Commissioner, Department of Community

and Regional Affairs
Jamie Parsons, Director, Division of Business Development



AMENDMENT
OFFERED IN THE SENATE

TO: CSHB 139 (Finance)

Page 2, lines 4 -5:
Delete "the rate of 1.5 percenta month™

Insert "an interest rate that 1is -equal to the

AS 45.45.010(a)"

Page 2, line 7, following "interest."”, through line 11:

Delete all material.

Page 4, lines 3-4:
Delete "the rate of 1.5 percenta month"

Insert "an interest rate that is equal to the

AS 45.45.010(a)"

Page 4, line 6, following "interest.", through line 9:

Delete all material.

6-0553Je *

Bannister

amount set

amount set

3/29/790

out

out

BY THE C&RA COMMITTEE

in

in



March 15, 1990

OFFERED IN THE SENATE BY THE COVMUNITY AND REGIONAL
AFFAIRS COMMTTEE

TO. CSHB 139 (FINANCE)

Page 4, line 29 through Page 4, line 9:

(c) If payment for goods or services purchased by the municipality is
not made on or before a required payment date under (a) of this section,
the municipality shall pay interest on the unpaid balance from the required
payment date at an interest [THE] rate that is equal to the amount set out
in AS 45.45.010(a) [of 1.5 percent a month], unless an agreement exists
between the seller and the municipality that establishes a lower rate of
interest or precludes the charging of interest. [IF THE INTEREST-BEARING
PERIOD OF TIME IS EITHER (1) A FRACTION OF A MONTH R (2) ONE OR MORE RULL
MONTHS PLUS A FRACTION OF THE MONTH THE MUNICIPALITY SHALL PAY THE SAMVE
AMONT OF INTEREST FOR THE FRACTION OF A MINTH AS IT WOUD PAY FOR A FULL
MONTH ]



MUNICIPAL

TELEPHONE
(907) 586-1325 217 SECOND STREET, SUITE 200
FAX -163-5460 JUNEAU ALASKA 99801
March 15, 1990
MEMCRANDUM
TO: Senator Mike Szymanski, Chair, Senate Community and Regional

Affairs Committee
FROM Scott A Burgess, Executive Director

SUBJECT: HB 139 - Prompt payment for purchases

You have also scheduled CS for HB 139 (Finance) for Thursday, March 22,
1990. Again the AW has opposed this bill and again | will be out of town
for the Thursday hearing. If you intend to move the bill on Thursday, |
would request the Committee adopt the attached amendment reducing the
interest from 18 percent to 10.5 percent. Thank you for your consideration.

MEMBER OF THE NATIONAL LEAGUE OF CITIES AND THE NATIONAL ASSOCIATION OF COUNTIES



March 15, 1990

OFFERED IN THE SENATE BY THE COVMUNITY AND REGIONAL
AFFAIRS COVMMTTEE

TO: CSHB 139 (FINANCE)

Page 4, line 29 through Page 4, line 9:

(c) If payment for goods or services purchased by the municipality is
not made on or before a required payment date under (a) of this section,
the municipality shall pay interest on the unpaid balance from the required
payment date at an interest [THE] rate that is equal to the amount set out
in AS 45.45.010(a) [of 1.5 percent a month], unless an agreement exists
between the seller and the municipality that establishes a lower rate of
interest or precludes the charging of interest. [IF THE INTEREST-BEARING
PERIOD OF TIME IS EITHER (1) A FRACTION OF A MONTH CR (2) ONE OR MCRE FULL
MONTHS PLUS A FRACTION OF THE MONTH THE MUNICIPALITY SHALL PAY THE SAVE
AVOUNT OF INTEREST FOR THE FRACTION OF A MINTH AS IT WOUD PAY FOR A FULL
MONTH ]



Sponsor:- Labor and Commerce

CS HB 139: Act relating to payments for purchases by school
districts and municipalities

Bill purpose 1is to require municipalities and school districts
to pay for their purchases of goods and services:

1) by the date on which payment 1is due

2) within 30 days after the goods or services are received

If payment is not made within the specified time, the school
district or municipality shall pay interest on the unpaid
amount from the required date at the rate of 1.5% a month.
The school district will also be liable to pay a full month"s
interest for each fraction of a month.

DCRA Position:

Payment for purchases made by municipalities and school
districts are local issues that are most appropriately dealt
with on a local basis. There is no need for the state to
mandate prompt payment. If there is a dispute between a
seller and purchaser, it is best handled through small claims
or other legal action.

AML Position:

The-rate for any- late p,ayments should not be at.aJ 5% per._
month-rate with @ frantion nf a month counting as an entire
month. AS 36.90.010, dealing with construction contracts
charges retainage interest at 10.5% per annum. This 1is a more
appropriate rate for delinquent payment. AS 36.90.010 doesn"t
use the fractional months, which can present serious
penalties.

Since local city councils_and school boards generallyi_app.roye,
payment-nf bills, HB T3_9 doesn."trtake”lInto”aqcpunt-the fact
that these local government bodies,-may__onlyi meet_once a week
or every other week. Often.,— i£-may- bs-difflcult-~for billsT-tdi-
be submitted for calendaring--in—-time-to be inclnded on_a
council™"or board meeting agenda. HB 139 gives no latitude for
different purchasing and payment procedures established by
N"different local bodies.

The interest should not apply for the first month, even if
late.
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TELERMONE
(907) 586-1325
FAX 461-5480

217 SECOND STREET, SUITE 200
JUNEAU, ALASKA 99801

TO: Representative Johnny Ellis, Chair
Members of the House Health, Education
and Social Services Committee

FROVI Scott A Burgess, Executive Directo
DATE: March 15, 1989

SUBJECT: CSHB 139 (C&RA) - Payments for purchases by school districts and
municipalities

The AWL is opposed to CSHB 139 (C&RA) as an unnecessary and inappropriate
intrusion by the State into local affairs. In opposing the legislation the
AWVL is not opposing timely payment of valid bills for purchases of goods and
services. Municipalities handle their business affairs in a manner that is
distinctly different than that of the State. The State mandating purchasing
and payment procedures adopted by the State on municipalities not recognize
the differences between the two levels of government and among the various
local entities.

Municipalities and school districts range in size, access, staffing, hours
of operation, and procurement sophistication; therefore, a blanket
requirement of 18% annual interest on bills due over thirty days does not
recognize these differences, as well as how the entities purchase, receive
and pay for goods and services. Some municipalities and school districts
do not operate even five days a week, 12 months of the year. Other
municipalities and school districts have very sophisticated procurement
policies or ordinances.

On the specifics of the bill, an interest, rate of 18 percent a year seems
excessive, especially on a 1.5 percent per month or fraction of the month
basis. The rate of interest in the state is 10.5 percent a year under AS
45.45.010(a). This is the rate of interest required of municipalities by
the State (unfortunately) for funds retained on public construction projects
by reference under AS 36.90.010.

Again, AML does not support CSHB 139; however, if the Committee decides CSHB
139 is an appropriate mandate or. local government, AML would request, at a
minimum, amending the bill as follows:
On page 3, amend Section 5, Sec.29.71.060 as follows:

(c) If payment for goods or services purchased by the municipality is

not made on or before a required payment date under (a) of this section, the
municpality shall pay interest on the unpaid balance from the required

MEMBER OF THE NATIONAL LEAGUE OF CITIES AND THE NATIONAL ASSOCIATION OF COUNTIES



AVL Testimony on CSHB 139
March 15, 1989
Page 2

payment date at the rate of 10.5 [1.5] percent a year [MONTH], unless an
agreement exists between the seller and the municipality that establishes
a lower rate of interest or precludes the charging of interest. [IF THE
INTEREST-BEARING rERIOD OF TIME IS EITHER (1) A FRACTION OF A MONTH CR (2)
ONE OR MCRE FULL MONTHS PLUS A FRACTION OF A MONTH, THE MUNICIPALITY SHALL
PAY THE SAVE AMOUNT OF INTEREST FOR THE FRACTION OF A MONTH AS IT WOULD PAY

FOR A FULL MONTH]
(d) This section does not apply

(1) if the municipality has adopted by ordinance a procedure
addressing payments for purchases;

(2 [1]) if the cost of the goods or services purchased exceeds
$500,000;...

Thank you for your consideration.



Matanuska-Susitna Borough

P.0. BOX 1608, PALMER, ALASKA 99645-1608 « PHONE 745-9682
BOROUGH MAYOR

April 24, 1989 RECEIVED
APR 9.7 1969

Senator Albert Adams
Chairman, HCRA ALASAMNOPAL LEFALE
Alaska State Legislature
P. 0. Box V (MS BIOOI
Juneau, Alaska 9981
Dear Senator Adams:
_ | have had an opsportunity toreview HB139. | foresee little or no
impact in applylnq the State Procurement Code to Borou%h and School District

activities. | believe that the BorouT%h_ currently complies, voluntarily, with
the requirements of AS 37.05.285. This issue, as presented in thl-s bill,
relates to the authority of local governments to manage their own affairs.
[t is not, in my view, ‘sound publi" policy to have one governmental entity
dictating the way another does busir os.

There are three issues which must be given someconsideration:

1. DeBartment of Labor - will  disputes between the State Departmentof
Labor and the contractor be considered disputes under AS
37.05.285(d)(2)?  Often municipalities must withhold payment to
contractors until a labor/wage issue is resolved. It is not
reasonable to expect a municipality to pag interest when the monies
are withheld because of levy under Title 23 of the Alaska Statutes.

2. Proper billing - this term, as used in AS_37.05.285(a](2) must be
defined. What constitutes a "proper billing"? How long does a
munmgallty have to review records/work to determine a proper

billing?

3. Interest rate - 15% per month (AS 37"05'285((:)5) results in an 18%
APR. This amount seems excessive in light of AS 45.45.010.

Please call me if | can be of further assistance.
Sincerely,

Mayor

run

cc. Representative Ronald Larson
Representative Curt Menard
Senator Jalmar Kerttula
Senator Mike Szymanski o
Scott Burgess, Alaska Municipal League
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MEMORANDUM
T0: Crystal Smith, Alaska Municipal League
rSjfirf
FROM: pi Dolly Farnsworth, Mayor, City of Solaotna

Chair Taxation Finance Subcommittee
FROM: Thomas R. Boedeker. Kenai Peninsula Borough Attorney

Member Taxation u Finance Subcommittee
DATE: February 16, 1989
SUBJECT: Position or Testimony Regarding House Bill 139.

1, The z-ate for any late payments should not be at
the one and one-half percent per month with a fraction of e month
counting as an entire month. AS 36.09.010 dealing v;ith
construction contracts charges retainage interest at 10.5% per
annum., That is a more appropriate rate for any delinquent
payment. AS 36.09.010 does not use the fractional months which
can bhe a problem and serious penalty.

2. The penalty aspect arises in that the bill does
not address differences between the operation of State government
and local government. State government separates the legislative
body from the administrative role and at the State level all
decisions are made by departments on approving payment of bills.
However, local government often has the local council or service
area board approving payment of bills. Until this approval
occurs the bill cannot be paid. 0Often these bodies only meet-

twice a month or once a month-and have publishing deadlines for
their agendas which would preclude an item from being included on
the agenda and would require consideration at the next meeting.
These procedures and requirements are generally known to
contractors who do business with those entities. However, House
Bill 139 does not give recognition to this difference between
State and local government.

An example would be where a fi.re service area board had

to approve the purchase and the billing comes in a week after
that board's monthly meeting. The board would not meet for
another 23 or so days after the billing is received and the
approved payment of that billing is then forwarded to the
accounts payable department foz~ the municipality which in some
coses may take several days for mail. Because of personne

[imitations municipalities often ha e a fixed schedule for
payment of accounts receivable of every oth«ar
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Testimony on House Bill 139
February 16, 1989
Page 2

put payment beyond the 30 days and thus invoke the interest
provisions of the statute. Even i1f the payment were one day late
the interest would apply back to the original billing date for
the first month that is otherwise a grace period. Payment on the
31lst day results in a charge of 3%. Given the context of the
process for approval of payment of bills in local government,
that would seem inappropriate.

3. We believe that the interest should not-apply for-
the first month even if late. Typically, business provides
payment within 30 days and the interest or service charges apply
only for time subsequent to the original due date. House Bill
139 would make it retroactive to the original billing date which
is not consistent with private business practice and 1is in the
form of a penalty.

4. Municipalities often have ordinances governing
purchases. School districts may have other purchasing policies.
These have to be adopted in 3 written form and the public has an
opportunity to participate. This bill gives no latitude for

different procedures established by local bodies. The bill
should not apply where such an ordinance or policy of the school
district has been adopted. Persons entering into purchase

agreements in light of locally established rules would know the
rules of the game and are voluntarily entering ioto a
relationship based on those ordinances or policies. Thex"e is no
reason that those policies should not be given effect where they
have been adopted.

5. The bill provides that the interest starts if
payment is not made within 30 days of the billing. The bill does
not define what is a "proper billing."” House Bill 139 would

apply even if the billing was received before the goods.

Arguably one could say that would be a disputed billing, but v;hy
require a local government to notify a vendor of a "ostensible
dispute” when it simply it is a matter of whether the goods have
been delivered and accepted. It is true that the municipalities
could enter into specific contracts which set other terms
regarding acceptance test periods and establishing cue dates
other than just 30 days from the billing. However, this would be
a very cumbersome requirement and does nor make any sense tc
force local governments to enter into such arrangements to
protect themselves against arbitrary interest charges that could
be triggered by House Bill 139, 1if adopted. Clearly, provisions
should be made that a proper billing is only one that 1is
submitted after acceptance the goods or services.

6. Although we believe that municipalities and school
districts should be responsible and pay thoir bills promptly, we
believe that the options for making pre.mpr payment or
arrangements for contracting are really the province of the local
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Testimony on House Bill 139
February 16, 1989
Page 3

government: in establishing its relationship to the community and
its venders- We can see soma requirement that municipalities
adopt provisions for prompt payment, bev.&ver, a mandate cf this
type which imposes obligations on the municipal! ins without

consideration of local choice and option is inappropriate. One
I"esson for the establishment of local governments is to allow the
flexibility needed for .local conditions arid circumstances. A

statewide mandate of a particular policy and a cost imposed for
noncompliance with a rather inflexible program is not good public
policy and such a mandte should not be placed upon local
governments. Insertion of provisions in the bill to allow for
local options and have a general statutory requirement as a
default in the absence of some local provision would be a more
appropriate method.

TRB:bl



Sponsor: Labor and Commerce

CS /IB 139: Act relating to payments for purchases by jchool
districts and municipalities

Bill purpose 1is to require municipalities and school districts
to pay for their purchases of goods and services:

by the date on which payment 1is due
within 30 days after the goods or services are received

If payment is not made within the specified time, the school
district or municipality shall pay interest on the unpaid
amount from the required date at the rate of 1.5% a month.
The school district will also be liable to pay a full month's
interest for each fraction of a month.

DCRA Position:

Payment for purchases made by municipalities and school
districts are local 1issues that are most appropriately dealt
with on a local basis. There is no need for the state to
mandate prompt payment. IT there is a dispute between a
seller and purchaser, it is best handled through small claims

or other legal action.
AML Position:

The rate for any late payments should not be at a 1.5% per
month rate with a fraction of a month counting as an entire
month. AS 36.90.010, dealing with construction contracts
charges retainage interest at 10.5% per annum. This is a more
appropriate rate for delinquent payment. AS 36.90.010 doesn"t
use the fractional months, which can present serious

penalties.

Since local city councils and school boards generally approve
payment of bills, HB 139 doesn"t take into account the fact
that these local government bodies may only meet once a week
or every other week. Often, it may be difficult for bills to
be submitted for calendaring in time to be included on a
council or board meeting agenda. HB 139 gives no latitude for
different purchasing and payment procedures established by
different local bodies.

The interest should not apply for the first month, even if
late.



36.30.995
v mutual

ion:
er real or
Act, as a

tee, club,

asing, or
SErvIces,
>htaining
itruction,
tation of
‘contract

*nter into
“termina-
presenta-
uthority;
|, or con-
haracter
‘ask, and
mmenda-

fort bK a
uct other
mance; it
rgaining

g equip-
eal prop-
does not
d (8 2¢h

the State

»

§36.90.001 Public Contracts §36.90.050
Chapter 90. Miscellaneous Provisions.

Section , Section
10. Public construction contract pay-  100. Compliance of contracts with profes-
menta sional registration requirements.

50. Maintenance of state marine vessel
Sec. 36.90.001. [Renumbered as AS 36.90.010.]

Sec. 36.90.010. 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
PrOJeC'[ by the contractor and al| subcontractors have been paid not
ess than the established prevailing rate ef pay as determined and
published by the Department of Labor.

Ib) If the 'state fails to make a payment due the contractor under
this section within 30 days after receiving a contractor's billing, the
state shall pay interest to'the contractor under AS 45.45.010(a) on the
amount due. N o o

(c2 The state or a political subdivision of the state is liable to a
contractor reqistered under AS 08.18 for interest at the rate provided
in AS 45.45010(a) on retainage on a contract for public works or
public construction. Interest on retainage accrues from the date-of
approval ofa pay estimate until the date of payment to the contractor.
A contract provision purporting to waive the interest provisions ofthis
subsection 'is_ void as ,con,trarY to public policy. _

(d) A PO|I'[IC&| subdivision that has a population of 500 or less is
exempt from the payment of interest provided in (c) of this section.
() A political subdivision that receives a state grant for a public
construction or public works project may use mone¥ from the state
grant to pay the interest on retainage under contracts for the project
as required by (c) of this section. %§ 1 ch 85 SLA 1982) |

Revisor's notes. — Formerly AS SLA 1982, Frovides that the provisions of
36.90.001. Renumbered in 1986. the act apply to contracts entered into af-
Editor's notes. — Section 3, ch. 85, ter July 1, 1982.

~Sec. 36.90.050. Maintenance of s*ate marine vessels, (a) A ma-
rine vessel owned by the state may wot be transported outside of the
state for the purpose of maintenance or repair unless the commis-
sioner of transportation and public facilities determines that there is
no facility in the state able to.perform the maintenance at a price that
IS in the State's best interests. In making this determination, the com-
missioner shall consider, and dcrvment through written findings

15



§ 3705220 Alaska Statutes § 3705285
Article 3. State Purchasing.

Section
285. Payment for state purchases

Sec. 37.05.220. Purchasing agent. [Repealed, § 67 ch 106 SLA
1986. For current provisions see AS 36.30.]

Sec. 37.05.225. [Renumbered as AS 36.30.180.]

Secs. 37.05.230 — 37.05.280. Competitive bids; contracts; leases.
[Repealed, § 67 ch 106 ST * 1986. For current provisions, see AS
36.30.]

Sec. 37.05.285. Payment for state purchases, (a) Payment for
gurchases of goods orservices provided a state agency must be made
y a required payment date that is

(1) the date on which payment is due under the terms ofa contract;

or

(2) 30 days after receipt of a proper billing for the amount of the
payment due, if a date on which payment is due is not established by
contract and if the hilling contains or is accompanied by documents
rec%ured 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 1s 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 fg) of this section
the state shall ?az interest on the unPald 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 that estahlishes a lower rate of
interest or precludes the charging of interest. If the mterest-bearmﬂ
period of time is either (1) a fraction ofa month or (2% one or more fu
months plus a fraction of a month, the state agency shall pay the same
amotjhnt ofinterest for the fraction of a month-as it would pay for a full
month,

d) This section does not apply

1) if the cost of the goods or services purchased exceeds $500,000;
2) to payment for specific goods or services in dls?ut,e after a seller
0f goods or"services receives notice from the state official responsible
for authorlzm%{)ayment for goods and services that the amount of the
invoice or quali % of specific %oods or services is in dispute and stating
the reasons for the dispute; the state agency shall pay for the specific
8oods or services in dispute within 30 days after resolution of the

ispute; or
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§ 37.05.287 Public Finance § 37.05.287

3) to a contract covered by AS 36.90.010.

e) Interest paid under (c) of this section shall be charged to the
budget of the state agency that purchased the goods or Services.

f) In this section o o _

1? "dispute” means a determination by the state official responsi-
ble 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) paﬁment_ is considered made on the date when the payment is
Persona y delivered to the seller or agent of the seller or on'the date
he payment is mailed; o
(3] "state aPen,c?/” has the meaning given in AS 37.05.990 and also
includes the fegislative and judicial branches. (§ 1 ch 2 SLA 1986;

Revisor's notes. — Enacted as AS 1986 provides that this section "does nci
37.05.275. Renumbered in 1986. apply to contracts entered into before Ck-
Editor's notes. — Section 2, ch. 2, SLA  tober 1, 1986."

Article 4. Risk Management.

Section

287. Insurance for state assets

289. State insurance catastrophe reserve
account

Sec. 37.05.287. Insurance for state assets, (a) The Departmsu-t
of Administration shall obtain or provide, in an amount and in the
form that the department determines to be approprlate, casualty,
property, and other insurance for protection of state assets and for tha
operation ofstate government. The department may provide for insur-
ance coverage, in whole or in part, through a self-insurance program,

(b) The Department of Administration shall annually review the
state insurance program to ensure that, to the extent reasonable, ade-
quate Insurance coverage of reserves are maintained to satisty ad
reasonably foreseeable claims orjudgments for which payment raay
be due under the state insurance program during the next'fiscal year
The department shall annually obtain an independent actuarial as-
sessment of the state insurance program. No later than February 1 £
each calendar year, the dePar_tment shall submit to the presiding m
cers of each house of the legislature a review of the state insurama:
pro%ram, an independent actuarial assessment, and a certified audm
% 8t7e state insurance catastrophe reserve account. (§ 1 ch 28 SIA

)
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HOUSE LABOR AND COMMERCE COMMITTEE

ALASKA STATE LEGISLATURE P.O. BOX V, JUNEAU 99811 -
(907) 465-3592

November 16, 1989

MEMORANDUM

To: Senator Mike Szymanski, Chair
Senate Community and Regional Affairs Committee

From: Representative Dave Donley, Chair
House Labor and Commerce Committee

Re: Public Hearing on HB 139

I understand from reading the Alaska Municipal League newsletter that the
Senate Community and Regional Affairs Committee will be taking public
testimony on HB 139 during the Municipal League Conference iIn Juneau on
Saturday, November 18.

HB 139, a measure requiring municipalities and school districts to pay
their bills in a timely manner, was introduced by the House Labor and
Commerce Committee at the request of Alaska®s small business community.
The NFIB and numerous small businesses have testified that HB 139 is their
top priority and that its passage is critical for them to stay in business

Attached 1is a complete committee file on HB 139 and the various committee
substitutes in the House. Representative Finkelstein will be attending
the Senate C&RA Committee hearing and 1°d appreciate it if you would see
that he receives a copy of this file.

Please call Ginger Baim at 561-7629 if you have any questions or need
additional information.

Enclosure

dd/gb



HOUSE LABOR AND COMMERCE COMMITTEE

ALASKA STATE LEGISLATURE P.O. BOX 'Y, JUNEAU 99311
(907) 465-3892

March 30, 1989

MEMORANDUM

To: Representative Ben Grussendorf, Chair
House Rules Committee

From: Representative Dave Donley, Chair
House Labor and Commerce Committee

Re: Changes iIn Committee Substitutes for HB 139

Following 1s a description of the changes in the various committee substitutes
for HB 139.

HB 139

The original version of HB 139 introduced by the House Labor and Commerce
Committee applied the section of AS 37.05 that requires the state to pay its
bills within 30 days or be subject to an interest/penalty of 1.5 percent per
month to municipalities and school districts.

CS HB 139 (C&RA)

The House Community and Regional Affairs CS for HB 139 took the language from
AS 37.05 and re-wrote it under Title 29 (Municipal Code), adding two changes to
the language under state statute: 1) the "pay on time"™ provisions do not apply
to reimbursable insurance payments and 2) the 30 day time limit does not begin
unti 1 after the goods and services have been received and all the appropriate
billings have been received by the municipality actually responsibe for
payment.

CS HB 139 (HESS)

The House HESS Committee CS took the language from AS 37.05 and re-wrote it
under Title 14, governing school districts, iIncorporating the additional
language underlined above.

CS HB 139 (Finance)

The House Finance Committee CS added new language exempting municipalities from
the provisions of HB 139 if they have, by ordinance, adopted substantially
similar provisions for payment for goods and services and awarding any
penalty/interest due when a payment has not been made on a timely basis because
of a dispute if the dispute is evenutallv settled in favor of the vendor.

<§2>



HOUSE LABOR AND COMMERCE COMMITTEE

ALASKA STATE LEGISLATURE P.O. BOX Y, JUNEAU 99811 '~ _ «*
(07) 465-3892

House Floor Statement by
Representative Dave Donley, Chair
House Labor and Commerce Committee

HB 139 - "PAY ON TIME™ PROVISIONS FOR MUNICIPALITIES AND SCHOOL DISTRICTS

THE HOUSE LABOR AND COMMERCE COMMITTEE INTRODUCED HB 139 AT THE REQUEST OF
ALASKA™S SMALL BUSINESS COMMUNITY TO ASSURE PROMPT PAYMENT FOR THE DELIVERY OF
GOODS AND SERVICES TO MUNICIPALITIES AND SCHOOL DISTRICTS.

HB 139 REQUIRES SCHOOL DISTRICTS AND MUNICIPALITIES TO PAY THEIR BILLS WITHIN
30 DAYS OF RECEIPT OF GOODS AND SERVICES AND ALL THE CORRECT BILLINGS OR BE
SUBJECT TO A 1.5 PERCENT PER MONTH [INTEREST PENALTY. HB 139 IS IDENTICAL TO
THE LAWS- GOVERNING STATE PURCHASES AND PAY ON TIME PROVISIONS THAT ALL STATE
AGENCIES AND DEPARTMENTS ARE BOUND TO.

THERE IS AN EXPLANATION OF THE DIFFERENCES BETWEEN THE VARIOUS HOUSE COMMITTEE
SUBSTITUTES FOR HB 139 IN YOUR FLOOR PACKETS. ALL THE CONCERNS EXPRESSED BY
THE MUNICIPAL LEAGUE AND SCHOOL BOARDS HAVE BEEN HEARD AND, IN NEARLY EVERY
CASE, ACCOMODATED IN THE COMMITTEE SUBSTITUTE YOU HAVE BEFORE YOU TODAY.

HB 139 IS AN IMPORTANT MEASURE FOR ALASKA®"S SMALL BUSINESS COMMUNITY. THE
STATE HAS EXPERIENCED NO DIFFICULTIES IN COMPLYING WITH THEIR “""PAY ON TIME™ LAW
ADOPTED THREE YEARS AGO AND, IN FACT, HAS SAVED MONEY BY AVOIDING VARIOUS LATE
CHARGES AND PENALTIES. HB 139 SHOULD DO THF SAME FOR MUNICIPALITIES AND SCHOOL
DISTRICTS AND IT WILL HELP ALASKA®S SMALL BUSINESSES IN THE PROCESS BY ASSURING
TIMELY PAYMENT FOR THE SERVICES THEY PROVIDE LOCAL GOVERNMENT.



HOUSE LABOR AND COMMERCE COMMITTEE

ALASKA STATE LEGISLATURE P.O. BOXY, JUNEAU 99811
(Q07) 465-3592

March 28, 1989

MEMORANDUM
To: Members, House Finance Committee

From: Representative Dave Donley, Chair
House Labor and Commerce Committee

Re: S for HB 139 (HESS)

The House Labor and Commerce Committee introduced HB 139 at the request of the
NFIB and other small Alaska businesses to assure prompt paynent for the
delivery of goods and services to municipalities and school districts.

The original version of HB 139 extended AS 37.05, a law requiring the state to

pay for goods and services within 30 days of delivery, subject to a monthly

gntergst penalty of 1.5 percent, to apply to municipalities and school
istricts.

The Community and Regional Affairs Committee CS recreates state procurement law
as It pertains to "pay on time" provisions under Title 29 (Municipal Code) with
two changes: exempts municipalities from "pay on time" requirements for
reimbursable insurance payments and provides that the waiting period (30 days)
does not begin until proper billings are received by the municipality actually
responsible for payment.

The House HESS CS does the same thing for school districts that the C&RA CS
does for municipalities. It recreates state procurement law language under
Title 14 to apply directly to school districts with the same changes inserted
for municipalities in the C&RA CS.

HB 139 is an important measure for Alaska®s small business community. The
state has experienced no difficulties in complying with the "pay on time"
provisions adopted three years ago and, in fact, have saved money by avoiding
various late charges and penalties. HB 139 should do the same for
municipalities and school districts and 1t will help Alaska®s small businesses
In the process by assuring timely payment for the services thev provide local
government.



HOUSE LABOR AND COMMERCE COMMITTEE

ALASKA STATE LEGISLATURE P.O. BOX Y, JUNEAU 99811
(907) 463-382

February 25, 1989

MEMORANDUM

To: Representative Johnny Ellis, Chair
House Health Education and Social Services Committee

From: Representative Dave Donley, Chair
House Labor and Commerce Committee

Re: Request for hearing - HB 139

I an writing to request that you schedule HB 139, an act requiring
municipalities and school districts to pay their bills on time, for a hearing
before the HE&SS Committee at your earliest convenience.

HB 139, introduced by the House Labor and Commerce Committee, passed out of the
House Community and Regional Affairs Committee last week. You should have
received a referral file from them with all the appropriate back up information
for the bill.

Please call Ginger Baim or Colette Jensen at 4954 if you have not received an
adequate referral file or if you have any questions or need additional
information.



