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

A L A S K A  S T A T E  L E G I S L A T U R E P . O .  B O X  Y ,  J U N E A U  9 9 8 1 1

(907) -J65-3S92

A p r i l  9, 1990

M E M O R A N D U M

To : Sena tor  P au l F i s c h e r ,  C ha ir
Senate  H e a l th ,  E d u c a t io n  and S o c i a l  S e r v i c e s  Committee

From: R e p r e s e n ta t i v e  Dave D on le y ,  C h a ir
House Labor and Commerce Committee

Re : HB 139 -  Payment f o r  purchases b y  schoo l 
d i s t r i c t s  and m u n i c i p a l i t i e s .

HB 139 r e q u ir e s  s ch o o l d i s t r i c t s  and m a r r lc ip a l i t i e s  t o  pay  f o r  goods and 
s e r v i c e s  w i t h i n  30 davs  o f  d e l i v e r y / ^ o r  be s u b je c t  t o  i n t e r e s t  p e n a l t i e s  f o r  
payments owed. The s t a t e  has been o p e r a t in g  under an i d e n t i c a l  s t a t u t o r y  
requ irem en t fo r  s e v e r a l  y e a r s .

The House Labor and Commerce Committee in tro d u c e d  HB 139 a t  th e  requ es t  o f  th e
NFIB  and o th e r  sm a l l  A la s k a  b u s in e s s e s  t o  assure  prompt payment f o r  the  d e l v e r y
o f  goods and s e r v i c e s  t o  m u n i c i p a l i t i e s  and schoo l d i s t r i c t s .

A memo o u t l i n i n g  th e  changes i n  th e  v a r io u s  House com m ittee  s u b s t i t u t e s  i s
en c lo s ed  in  your  Committee f i l e .  The e s s e n t i a l  e lem en ts  o f  th e  v e r s io n  o f  HB
139 t h a t  passed th e  House unan im ous ly  l a s t  y e a r  a re :

1. Language in  T i t l e  29 ( m u n i c i p a l i t i e s )  and T i t l e  14 (schoo l
d i s t r i c t s )  r e q u i r in g  t h a t  payments f o r  goods and s e r v i c e s  be made w i t h i n  
30 days o f  d e l i v e r y  and r e c e i p t  o f  a l l  a p p r o p r ia t e  b i l l i n g s  by the  
m u n i c i p a l i t y  a c t u a l l y  r e s p o n s ib l e  f o r  payment.

, / 2. E s t a b l i s h in g  a 1.5 p e r c e n t  i n t e r e s t  p e n a l t y  f o r  l a t e  paym ents .

3. Exem pting  m u n i c i p a l i t i e s  t h a t  have adop ted  s u b s t a n t i a l l y  s im i l a r  
p r o v i s i o n s  f o r  prompt paym ent.

4. Award ing  any p e n a l t y  due when a payment was l a t e  because o f  a 
d i s p u te  and th e  d i s p u t e  i s  e v e n t u a l l y  s e t t l e d  i n  fa v o r  o f  th e  vendor .

HB 139 i s  an im p or tan t  measure fo r  A l a s k a 's  sm a l l  b u s in e s s  community. The 
s t a t e  has e xp e r ien ced  no d i f f i c u l t i e s  in  com p ly ing  w i t h  th e  "p a y  on t im e "  
p r o v i s i o n s  adopted  fo u r  y e a r s  ago and, in  f a c t ,  has saved money by  a vo id in g  
varous  l a t e  charges and p e n a l t i e s .  HB 139 shou ld  do the  same f o r
m u n i c i p a l i t i e s  ?>nr) sntinni d i s t r i c t s  and i t  w i l l  h e lp  A l a s k a 's  sm a l l  b u s in es s  ir.
th e  p rocess  by a ssu r in g  t im e l y  payment f o r  th e  s e r v i c e s  th e y  p r o v id e  l o c a l  
government.

dd/gbs90
b / h b l3 9 - l

Cover L e t t e r  and Back Up From 
R e p r e s e n ta t i v e  D on ley



A L A S K A  S T A T E  L E G I S L A T U R E  P . O .  B O X  Y ,  J U N E A U  9 9 8 1 1

(907) 465-3892 ' -

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

March 30, 1989

M E M O R A N D U M

To : R e p r e s e n ta t i v e  Ben G ru s se n d o r f ,  C h a ir
House R u les  Committee

From: R e p r e s e n ta t i v e  Dave D o n le y ,  C h a ir
House Labor and Commerce Committee

Re: Changes in  Committee S u b s t i t u t e s  f c r  HB 129

F o l lo w in g  i s  a d e s c r ip t i o n  o f  th e  changes in  th e  v a r io u s  com m ittee  s u b s t i t u t e s
fo r  HB 139.

HB 139
The o r i g i n a l  v e r s io n  o f  HB 139 in t r o d u c e d  b y  the  House Labor and Commerce 
Committee a p p l ie d  th e  s e c t io n  o f  AS 37.05 t h a t  r e q u ir e s  th e  s t a t e  t o  pay i t s  
b i l l s  w i t h i n  30 days  or be s u b j e c t  t o  an i n t e r e s t / p e n a l t y  o f  1.5 p e rc e n t  per
month to  m u n i c i p a l i t i e s  and s ch o o l  d i s t r i c t s .

CS HB 139 (CSRA)
The House Community and p .g i o n a l  A f f a i r s  CS fo r  HE 129 took th e  language iron.
AS 37.05 and r e -w r o t e  i t  under T i t l e  29 (M u n ic ip a l  Code) ,  add ing  two changes to  
th e  language under s t a t e  s t a t u t e :  1) th e  "p a y  on t im e "  p r e v i s i o n s  do ne t a p p ly
to  r e im bu rsab le  in su rance  payments and 2) th e  30 day t im e  l i m i t  does not  b e g in
u n t i l  a f t e r  the  goods and s e r v i c e s  have  been r e c e iv e d  and a l l  th e  a p p ro p r ia te
b i l l i n g s  have  been r e c e iv e d  by  the  m u n i c i p a l i t y  a c t u a l l y  re sp o n s ib e  fo r  
payment .

CS HB 139 (HESS)
The House HESS Committee CS took  th e  language from AS 37.05 and r e -w r o t e  i t  
under T i t l e  14, g o ve rn ing  sch oo l d i s t r i c t s ,  in c o r p o r a t in g  th e  a d d i t i o n a l  
language u n d e r l in e d  above.

CS HB 139 (F inance)
The House F in an ce  Committee CS added new language exem pting  m u n i c i p a l i t i e s  from 
the  p r o v i s i o n s  o f  HB 139 i f  th e y  h a ve ,  b y  o rd in a n ce ,  adopted  s u b s t a n t i a l l y  
s im i l a r  p r o v i s i o n s  fo r  payment f o r  goods and s e r v i c e s  and award ing  any 
p e n a l t y / i n t e r e s t  due when a payment has n o t  been made on a t i m e l y  b a s i s  because  
o f  a d i s p u t e  i f  th e  d is p u te  i s  e v e n u t a l l y  s e t t l e d  in  f a v o r  o f  th e  v en d o r .



A L A S K A  S T A T E  L E G I S L A T U R E  P . O .  B O X  Y ,  J U N E A U  9 9 S 1 1  ' . ,

(907) 465-3892 ^

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

March 28, 1989

M E M O R A N D U M

To : Members, House F in an ce  Committee

From: R e p r e s e n ta t i v e  Dave D on le y ,  C h a i r
House Labor and Commerce Committee

Re: CS f o r  HE 139 (HESS)

The House Labor and Commerce Committee in t r o d u c e d  HE 139 a t  th e  re q u e s t  o f  the  
NF IB  and o th e r  sm a l l  A laska  b u s in es s e s  t o  assu re  prompt payment f o r  th e  
d e l i v e r y  o f  goods and s e r v i c e s  to  m u n i c i p a l i t i e s  and schoo l d i s t r i c t s .

The o r i g i n a l  v e r s io n  cr HP 139 ex tended  AS 37.05, a law r e q u i r in g  th e  s t a t e  to  
pay f o r  goods and s e r v i c e s  w i t h i n  30 da ys  o f  d e l i v e r y ,  s u b je c t  t o  a m on th ly  
i n t e r e s t  p e n a l t y  o f  1.2 p e r c e n t ,  t o  a p c l v  t c  m u n i c i p a l i t i e s  and schoo l 
d i s t r i c t s .

?hc Community a rc  F e c i c r a l  A i f a i i s  Committee CS r e c r e a te s  s t a t e  procurem ent law 
as i t  p e r t a i n s  t o  "p a y  on t im e "  p r o v i s i o n s  under T i t l e  29 (M u n ic ip a l  Code) w i th  
two changes : exempts m u n i c i p a l i t i e s  from  "p a v  on t im e "  requ irem en ts  f o r
re im bu rsab le  in su ran ce  payments and p r o v id e s  t h a t  th e  w a i t in g  p e r io d  (30 days) 
dees n o t  beg in  u n t i l  p roper b i l l i n g s  a re  r e c e i v e d  by the  m u n i c i p a l i t y  a c t u a l l y  
r e s p o n s ib l e  f o r  payment.

The House HESS CS does th e  same th in g  f o r  s ch o o l d i s t r i c t s  t h a t  the  C&RA CS 
does f o r  m u n i c i p a l i t i e s .  I t  r e c r e a te s  s t a t e  procurem ent law  language under 
T i t l e  14 t o  a p p ly  d i r e c t l y  to  s ch oo l  d i s t r i c t s  w i t h  the  same changes in s e r t e d  
f o r  m u n i c i p a l i t i e s  in  the C&RA CS.

HB 139 i s  an im p o r ta n t  measure f o r  A l a s k a 's  sm a l l  bu s in ess  community. The 
s t a t e  has e xp e r ie n c e d  r.o d i f f i c u l t i e s  i n  com p ly ing  w i th  th e  "p a y  on t im e "  
p r o v i s i o n s  adop ted  th ree  y e a r s  ago and, i n  f a c t ,  have saved money by  a v o id in g  
various , l a t e  charges  ar.d p e n a l t i e s .  HB 139 sh ou ld  do the  same f o i



S 37.05.220 A l a s k a  S t a t u t e s > 37.05.285

A rt ic le  3. S ta te  P u r c h a s in g .

Section
285. Payment for state purchases

Sec. 37.05.220. Purchasing agent. [Repealed. $ 67 ch 106 SLA  
1986. For current provisions see A S  36.30.]

Sec. 37.05.225. [Renumbered as A S  36.30.180.]

Secs. 37.05.230 — 37.05.280. Competitive bids: contracts: leases. 
IRepealed. § 67 ch 106 S L A  1986. For current provisions, see A S  
36.30.1

S ec . 37.05.285. P a y m e n t  fo r  s t a t e  p u r c h a s e s ,  (a) P aym ent for 
p u rch a ses  o f goods or se rv ices p rovided  a  s ta te  agency  m u st be m ade 
by a req u ired  p ay m en t d a te  th a t  is

(1) th e  d a te  on w hich p ay m en t is d u e  u n d e r  th e  te rm s  of a  contract:
or

(2) 30 d ay s a f te r  rec e ip t of a p roper b illin g  for th e  am oun t of th e  
p ay m en t due, if  a  d a te  on w hich p a y m e n t is  due  is n o t estab lished  by 
c o n trac t a n d  if  th e  b illin g  co n ta in s o r is  accom panied  by docum ents 
req u ired  by th e  c o n trac t or p u rch ase  o rd er.

(b) If a  se lle r  offers a  d isco un t from  th e  am o u n t o therw ise  due for 
p ro p erty  o r serv ices in exchang e  for p a y m e n t w ith in  a  specified period 
o f tim e, th e  s ta te  agency  m ay  m ake  p a y m e n t in a n  am o u n t equal to 
th e  d iscoun ted  price on ly  if p ay m en t is  m ad e  w ith in  the  specified 
period  of tim e.

ic; If p ay m en t for goods or serv ices p u rch ased  by th e  s ta te  is not 
m ade on o r before a  req u ired  p ay m en t d a te  u n d er (a) of th is  section, 
th e  s ta te  sh a ll pay  in te re s t  on th e  u n p a id  ba lance  from  the  requ ired  
p ay m en t d a te  a t  th e  ra te  o f 1.5 p e rcen t a  m o n th , u n less an  agreem en t 
e x is ts  betw een  th e  se lle r  a n d  th e  s ta te  t h a t  e s ta b lish e s  a  lower ra te  of 
in te re s t  o r p rec lu d e ’ th s  c h u ig iu g  o f in te re s t . If  th e  in te re st-b ea rin g  
period  of tim e  is e ith e r  (1) a  frac tion  o f a  m o n th  or (2) one or more full 
m o n th s  p lu s  a  frac tion  of a  m onth , th e  s ta te  agency  sh a 'i  pay the  sam e 
a m o u n t of in te re s t for th e  frac tion  of a m o n th  as it w ould pay for a  full 
m on th .

<d) T h is section  does n o t apply
11) if th e  cost of the  goods or serv ices p u rch ased  exceeds S500.000:
(2) to p ay m en t for specific goods or se rv ices  in d isp u te  a fte r  a seller 

o f goods o r se rv ices receives notice from  th e  s ta te  official responsible 
for a u th o riz in g  p ay m en t for goods and  se rv ic es  th a t th e  am oun t of the  
invoice or q u a lity  of specific goods or se rv ices  is in d isp u te  and s ta tin g  
th e  reaso n s for th e  d ispu te : th e  s ta te  agency  sh a ll pay for the  specific 
goods or se rv ices in d isp u te  w ith in  30 d ay s  a fte r  reso lu tion  of the  
d ispu te : or

8



* 37.05.287 P u b l i c  F i n a n c e ? 37.05.287

<31 to a co n trac t covered bv AS 36.90.U10.
<ei In te re s t paid  u n d e r <ci ui' th is  section  sh a ll be ch arg ed  to the 

budget o f  th e  s ta te  agency th a t  p u rch ased  th e  goods o r services.
if) In th is  section
11) "d isp u te"  m ean s a  d e te rm in a tio n  by th e  s ta te  official respo nsi­

ble for a u th o riz in g  th e  pay m en ts for th e  p u rcn ase  of goods or serv ices 
th a t  th e  perfo rm an ce  o r price cha rg ed  is no t in  com pliance  w ith  the 
te rm s of th e  c o n trac t or p u rchase  order:

12) p a y m e n t is considered  m ad? on  th e  d a te  w h en  th e  p ay m en t is 
p ersona lly  delivered  to the  se lle r  o r a g e n t of th e  se lle r  o r on th e  d a te  
th e  p a y m e n t is  m ailed :

(3) " s ta te  agen cy '’ h a s  the  m e an in g  given in AS 37.05.990 and  also 
includes th e  leg is la tiv e  and  ju d ic ia l b ranches. 1 ch 2 SLA 1986)

Revisor’s notes. — Enaciea as AS 1986 provides that this section does not
17.05.275. Renumoerea in iS86. .ipply to contracts entered into Delore Uc-

Editor’s notes. —  ,'ecuon 2. ch. 2. SLA tober i. 1966.''

A r t ic le  4. R isk  M a n a g e m e n t .

Section

237. Insurance for state assets 
289. State insurance catastrophe reserve 

account

S ec . 37.05 .287. I n s u r a n c e  fo r  s t a t e  a s s e ts ,  (a) T he D ep artm en t 
of A d m in is tra tio n  sh a ll ob ta in  or p rovide, in  a n  a m o u n t and  in the  
form th a t  th e  d e p a r tm e n t d e te rm in e s  to be a p p ro p ria te , casu a lty , 
property , and  o th e r  in su ran c e  for p ro tectio n  of s ta te  a sse ts  and  for the  
o pera tion  of s ta te  governm en t. The d e p a r tm e n t m ay  provide for i -.sur- 
ance coverage, in w hole or in p a rt, th ro u g h  a  se lf-in su ran ce  program .

bi T he D e p artm e n t of A d m in is tra tio n  sh a ll a n n u a lly  rev iew  the  
s ta te  in su ran c e  p rog ram  to e n su re  th a t ,  to the  e x te n t  reason ab le , ade ­
q u a te  in su ran c e  coverage of rese rv es  a re  m a in ta in e d  to sa tisfy  all 
reasonab ly  foreseeab le  claim s or ju d g m e n ts  for w h ich  p ay m en t m ay 
be due u n d e r  th e  s ta te  in su rance  p ro g ram  d u rin g  th e  nex t fiscal year. 
The d e p a r tm e n t sh a ll a n n u a lly  o b ta in  an  in d ep en d en t a c tu a r ia l  a s ­
sessm en t o f th e  s ta te  in su ran ce  p rog ram . No la te r  th a n  F e b ru a ry  1 of 
each c a le n d a r  y ea r, th e  d ep a rtm en t sh a ll  su b m it to th e  p res id in g  offi­
cers o f each  house of th e  leg is la tu re  a  review  of th e  s ta te  in su ran ce  
program , an  in d e p en d e n t a c tu a ria l a ssessm en t, a n d  a certified  a u d it  
of th e  s ta te  in su ran c e  ca tas tro p h e  reserv e  account. 1 ch 28 SLA 
1987)

9



HOUSE CA LEND AR •___________________
B I L L  H I S T O R Y .  HOUSE A C T I O N !

-THURSDAY. APRIL H r h . 1989
HB 139

F e b r u a r y  3 ,  1 9 8 9
H O U S E  B I L L  N O .  1 3 9  b y  t h e  L a b o r  & C o m m e r c e  C o m m i t t e e ,  
e n t i t l e d :

" A n  A c t  r e l a t i n g  t o  p a y m e n t s  f o r  p u r c h a s e s  b y  
s c h o o l  d i s t r i c t s  a n d  m u n i c i p a l i t i e s ;  a n d  p r o v i d i n g  
f o r  a n  e f f e c t i v e  d a t e . "  

w a s  r e a d  t h e  f i r s t  t i m e  a n d  r e f e r r e d  t o  t h e  C o m m u n i t y  & 
R e g i o n a l  A f f a i r s ,  H e a l t h ,  E d u c a t i o n  & S o c i a l  S e r v i c e s  a n d  
F i n a n c e  C o m m i t t e e s .

F e b r u a r y  1 7 .  1 9 8 9
T h e  C o m m u n i t y  & R e g i o n a l  A f f a i r s  C o m m i t t e e  h a s  c o n s i d e r e d :  

H O U S E  B I L L  N O .  1 3 9
" A n  A c t  r e l a t i n g  t o  p a y m e n t s  f o r  p u r c h a s e s  b y  
s c h o o l  d i s t r i c t s  a n d  m u n i c i p a l i t i e s ?  a n d  p r o v i d i n g  
f o r  a n  e f f e c t i v e  d a t e . "  

a n d  r e c o m m e n d s  i t  b e  r e p l a c e d  w i t h  t h e  f o l l o w i n g  c o m m i t t e e  
s u b s t i t u t e :

C S  F O R  H O U S E  B I L L  N O .  1 3 9  ( C & R A )
( s a m e  t i t l e )

R e c o m m e n d i n g  d o  p a s s  ( 2 ) :  F o s t e r ,  C a t o
No r e c o m m e n d a t i o n  ( 2 ) :  M a c L e a n  ( C h a i r m a n ) , P e t t y j o h n
O t h e r  r e c o m m e n d a t i o n s  ( 1 ) :  C .  D a v i s  ( s i g n e d  " n e e d s
a m e n d i n g " )
T w o  z e r o  f i s c a l  n o t e s  b y  t h e  D e p a r t m e n t  o f  E d u c a t i o n  a n d  t h e  
D e p a r t m e n t  o f  C o m m u n i t y  & R e g i o n a l  A f f a i r s  w e r e  p u b l i s h e d  
F e b r u a r y  1 7 ,  1 9 8 9 .
H B  1 3 9  w a s  r e f e r r e d  t o  t h e  H e a l t h ,  E d u c a t i o n  & S o c i a l  
S e r v i c e s  C o m m i t t e e .

M a r c h  1 7 .  1 9 8 9
T h e  H e a l t h ,  E d u c a t i o n  & S o c i a l  S e r v i c e s  C o m m i t t e e  h a s  
c o n s i d e r e d :

H O U S E  B I L L  N O .  1 3 9
" A n  A c t  r e l a t i n g  t o  p a y m e n t s  f o r  p u r c h a s e s  b y  
s c h o o l  d i s t r i c t s  a n d  m u n i c i p a l i t i e s ;  a n d  p r o v i d i n g  
f o r  a n  e f f e c t i v e  d a t e . "  

a n d  r e c o m m e n d s  i t  b e  r e p l a c e d  w i t h  t h e  f o l l o w i n g  c o m m i t t e e  
s u b s t i t u t e :

C S  F O R  H O U S E  B I L L  N O .  1 3 9  ( H E S S )
( s a m e  t i t l e )

R e c o m m e n d i n g  d o  p a s s  ( 4 ) :  E l l i s  ( C h a i r m a n ) ,  G o l l ,  J a c k o ,
G r u e n b e r g
N o r e c o m m e n d a t i o n  ( 1 ) :  7 .  D a v i s
T w c  p r e v i o u s  z e r o  f i s c a l  n o t e s  b y  t h e  D e p a r t m e n t  o f  
C o m m u n i t y  & R e g i o n a l  A f f a i r s  a n d  t h e  D e p a r t m e n t  o f  
E d u c a t i o n ,  p u b l i s h e d  F e b r u a r y  1 7 ,  1 9 8 9 ,  a p p l y  t o  C S H B
1 3 S ( H E S S ) .
H B  1 3 9  w a s  r e f e r r e d  t o  t h e  F i n a n c e  C o m m i t t e e .



M ar c h  3 1 .  1 9 8 9
T h e  F i n a n c e  C o m m i t t e e  h a s  c o n s i d e r e d :

H O U S E  B I L L  NO. 1 3 9
" A n  A c t  r e l a t i n g  t o  p a y m e n t s  f o r  p u r c h a s e s  b y  
s c h o o l  d i s t r i c t s  a n d  m u n i c i p a l i t i e s ;  a n d  p r o v i d i n g  
f o r  a n  e f f e c t i v e  d a t e . "  

a n d  r e c o m m e n d s  i t  b e  r e p l a c e d  w i t h  t h e  f o l l o w i n g  c o m m i t t e e  
s u b s t i t u t e :

C S  F O R  H O U S E  B I L L  N O .  1 3 9  ( F i n a n c e )
( s a m e  t i t l e )

R e c o m m e n d i n g  d o  p a s s  ( 5 ) :  L a r s o n  ( C o - c h a i r m a n ) ,  S h u l t z ,
B a r n e s ,  P h i l l i p s ,  R i e g e r
R e c o m m e n d i n g  d o  n o t  p a s s  ( 2 ) :  H o f f m a n  ( C o - c h a i r m a n ) ,  W a l l i s
A m e n d  ( 1 ) :  U l m e r
No r e c o m m e n d a t i o n  ( 3 ) :  S w a c k h a m m e r , B r o w n ,  K o p o n e n
T w o  p r e v i o u s  z e r o  f i s c a l  n o t e s  b y  t h e  D e p a r t m e n t  o f  
E d u c a t i o n  a n d  t h e  D e p a r t m e n t  o f  C o m m u n i t y  & R e g i o n a l  
A f f a i r s ,  p u b l i s h e d  F e b r u a r y  1 7 ,  1 9 8 9 ,  a p p l y  t o  C S H B
1 3 9 ( F i n ) .
H B  1 3 9  w a s  r e f e r r e d  t o  t h e  R u l e s  C o m m i t t e e  f o r  p l a c e m e n t  o n  
t h e  c a l e n d a r .



HOUSE COMMITTEE ACTION, HB 139:

F e b r u a r y  1 6 .  1 9 6 9
C h a i r p e r s o n  M a c L e a n  e x p l a i n e d  t h a t  H B  1 3 9  w o u l d  r e q u i r e  
p a y m e n t  o f  p u r c h a s e s  b y  m u n i c i p a l i t i e s  a n d  s c h o o l  d i s t r i c t s  
w i t h i n  30  d a y s  o f  t h e  r e c e i p t  o f  a l l  b i l l i n g  m a t e r i a l  a n d  
n e c e s s a r y  d o c u m e n t a t i o n .  F a i l u r e  t o  d o  s o  w o u l d  r e s u l t  i n  
i n t e r e s t  a c c r u a l  a t  t h e  r a t e  o f  1 . 5% p e r  m o n t h .
C h a i r p e r s o n  M a c L e a n  f u r t h e r  s t a t e d  t h a t  s i m i l a r  l e g i s l a t i o n  
w a s  i n t r o d u c e d  b y  R e p r e s e n t a t i v e  D o n l e y  i n  t h e  p r i o r  
l e g i s l a t i v e  s e s s i o n .  S h e  m e n t i o n e d  t h a t  a  v a r i e t y  o f  
c o n c e r n s  r e g a r d i n g  t h i s  l e g i s l a t i o n  w e r e  r a i s e d  d u r i n g  
h e a r i n g s  h e l d  b y  t h e  H o u s e  C o m m u n i t y  a n d  R e g i o n a l  A f f a i r s  
C o m m i t t e e .
C h a i r p e r s o n  M a c L e a n  n o t e d  t h a t  a  c o m m i t t e e  s u b s t i t u t e  h a d  
b e e n  p r e p a r e d  w i t h  t h e  a s s i s t a n c e  o f  R e p .  D o n l e y  t o  a d d r e s s  
s o m e  o f  t h e s e  c o n c e r n s .
C h a i r p e r s o n  M a c L e a n  p o i n t e d  o u t  t h a t  t h e  f i r s t  c o n c e r n  t h e  
c o m m i t t e e  s u b s t i t u t e  a d d r e s s e s  w a s  r a i s e d  b y  t h e  A l a s k a  
M u n i c i p a l  L e a g u e .  I t  w a s  e x p r e s s e d  t h a t  t h e  S t a t e  
P r o c u r e m e n t  C o d e  s h o u l d  n o t  b e  a p p l i e d  t o  m u n i c i p a l i t i e s .  
T h e  c o m m i t t e e  t h e r e f o r e  r e m o v e d  t h i s  l a n g u a g e .  S h e  f u r t h e r  
s t a t e d  t h a t  t h e  l a n g u a g e  r e q u i r i n g  p r o m p t  p a y m e n t  h a s  b e e n  
i n s e r t e d  i n t o  t h e  M u n i c i p a l  C o d e ,  T i t l e  2 9 .
C h a i r p e r s o n  M a c L e a n  s t a t e d  t h a t  t h e  c o m u x t t e e  s u b s t i t u t e  
w o u l d  a l s o  r e q u i r e  t h a t  t h e  s e r v i c e  o r  g o o d s  b e i n g  p r o v i d e d  
a n d  a l l  b i l l i n g  d o c u m e n t a t i o n  b e  r e c e i v e d  b y  t h e  
m u n i c i p a l i t y  r e s p o n s i b l e  f o r  t h e  p a y m e n t  b e f o r e  t h e  30  d a y  
p e r i o d  b e g i n s .
C h a i r p e r s o n  M a c L e a n  m e n t i o n e d  t h a t  t h i s  w o u l d  a s s u r e  t h a t  
i n  r u r a l  a r e a s  o f  t h e  s t a t e ,  w h e r e  m a i l  s e r v i c e  i s  o n l y  
b i w e e k l y  o r  w e a t h e r  c o n d i t i o n s  c a n  p r e v e n t  s e r v i c e ,  t h a n  
t h e  b o r o u g h  g o v e r n m e n t ,  w h i c h  i s  r e s p o n s i b l e  f o r  a  b i l l i n g  
s e n t  t o  a  o u t l y i n g  v i l l a g e ,  h a s  s u f f i c i e n t  t i m e  t o  c o m p l y  
o n c e  t h e  b i l l i n g  i s  r e c e i v e d .
C h a i r p e r s o n  M a c L e a n  f u r t h e r  s t a t e d  t h a t  t h e  l a s t  c h a n g e  t o  
t h e  b i l l  w o u l d  e x e m p t  a  p a y m e n t  f o r  w h i c h  r e i m b u r s e m e n t  i s  
a v a i l a b l e  t o  t h e  m u n i c i p a l i t y  u n d e r  a n  i n s u r a n c e  c o n t r a c t .  
C h a i r p e r s o n  M a c L e a n  p o i n t e d  o u t  t h a t  p r o m p t  p a y m e n t  o f  
b i l l s  s h o u l d  b e  e n c o u r a g e d  a n d  t h a t  t h e  s t a t e  s h o u l d  t r y  t o  
p r o t e c t  t h e  r i g h t s  o f  s m a l l  a n d  l a r g e  c o n t r a c t o r s .  S h e  
s t a t e d  t h a t  t h e  p u r p o s e  o f  t h i s  l e g i s l a t i o n  i s  t o  e n c o u r a g e  
e f f i c i e n t  b o o k k e e p i n g  a n d  n o t  t o  p e n a l i z e  m u n i c i p a l i t i e s  
f o r  s i t u a t i o n s  i n  w h i c h  t h e y  h a v e  n o  c o n t r o l ,
C h a i r p e r s o n  M a c L e a n  s t a t e d  t h a t  t h e r e  a r e  z e r o  f i s c a l  n o t e s  
f r o m  t h e  D e p a r t m e n t  o f  E d u c a t i o n  a n d  t h e  D e p a r t m e n t  o f  
C o m m u n i t y  a n d  R e g i o n a l  A f f a i r s .
N u m b e r  0 9 9
J I M  P L A S M A N ,  D E P U T Y  D I R E C T O R ,  D I V I S I O N  O F  M U N I C I P A L  & 
R E G I O N A L  A S S I S T A N C E S ,  D E P A R T M E N T  O F  C O M M U N ITY  & R E G I O N A L  
A F F A I R S ,  s t a t e d  t h a t  t h e  D e p a r t m e n t  o f  C & R A  h a s  n o t  i s s u e d  
a p o s i t i o n  p a p e r  o n  H B  1 3 9 .  H e  s t a t e d  t h a t  t h e r e  w a s  n o  
f i s c a l  i m p a c t  o n  t h e  d e p a r t m e n t .
M r .  P l a s m a n  n o t e d  t h a t  t h e  c o m m i t t e e  s u b s t i t u t e  a d d r e s s e d



b a n k r u p t c y  b e c a u s e  o f  n o n p a y m e n t  f r o m  l o c a l  g o v e r n m e n t s .
H e  f u r t h e r  s t a t e d  t h a t  i t  m a y  i n j e c t  s o m e  f i s c a l  
r e s p o n s i b i l i t y  u p o n  l o c a l  c o m m u n i t i e s .
R e p .  D o n l e y  p o s e d  t h e  q u e s t i o n  o f  w h a t  w o u l d  b e  a  
r e a s o n a b l e  a m o u n t  o f  t i m e  3 0 ,  6 0 ,  9 0  o r  1 2 0  d a y s .  H e  
e x p r e s s e d  t h a t  t h e r e  o u g h t  t o  b e  s o m e  l e v e l  o f  
r e s p o n s i b i l i t y  b y  g o v e r n m e n t s  t o  f u l f i l l  t h e i r  o b l i g a t i o n  
t o  c i t i z e n s  i n  g o o d  f a i t h  f o r  p r o v i d i n g  s e r v i c e s  o r  
p r o d u c t s .
N u m b e r  3 7 3
R e p .  C .  D a v i s  a s k e d  i f  a  p r o b l e m  h a d  b e e n  i d e n t i f i e d  w i t h i n  
e i t h e r  t h e  m u n i c i p a l i t i e s  o r  s c h o o l  d i s t r i c t s ?
N u m b e r  3 8 6
R e p .  D o n l e y  r e p l i e d  t h a t  t h e  b i l l  i s  a  r e s u l t  o f  h e a r i n g s  
t h a t  t h e  H o u s e  L a b o r  & C o m m e r c e  h e l d  t w o  s u m m e r s  a g o .  H e  
f u r t h e r  s t a t e d  t h a t  t h e  m e e t i n g s  w e r e  w i t h  s m a l l  b u s i n e s s e s  
a n d  i n d i v i d u a l s  w h o  h a d  e n c o u n t e r e d  d i f f i c u l t i e s  i n  
g e t t i n g  p a i d  b y  l o c a l  g o v e r n m e n t s .
R e p .  D o n l e y  s t a t e d  t h a t  t h e  p r i n c i p l e  b e h i n d  l o c a l  
g o v e r n m e n t  i s  t h a t  l o c a l  g o v e r n m e n t s  e x i s t  o n l y  b e c a u s e  
s t a t e  g o v e r n m e n t  e x i s t s .
N u m b e r  4 0 7
R e p .  F o s t e r  a s k e d  i f  m u n i c i p a l i t y  w o u l d  i n c l u d e  v i l l a g e  
g o v e r n m e n t .
N u m b e r  4 1 0
R e p .  D o n l e y  r e p l i e d  i n  t h e  a f f i r m a t i v e .  H e  f u r t h e r  s t a t e d  
t h a t  t h e r e  s h o u l d  b e  a  r e s p o n s i b l e  a m o u n t  o f  t i m e .
N u m b e r  4 1 8
R e p .  F o s t e r  s t a t e d  t h a t  h e  c a n  u n d e r s t a n d  t h e i r  c o n c e r n s  
b u t  s t a t e d  t h a t  h e  w a s  e n g a g e d  i n  p r i v a t e  e n t e r p r i s e  f o r  20  
y e a r s .  H e  p r o v i d e d  a i r  t a x i  s e r v i c e s  m o s t l y  t o  s t a t e  a n d  
f e d e r a l  s c h o o l  d i s t r i c t s .  H e  p o i n t e d  o u t  t h a t  h e  n e v e r  h a d  
a n y  p r o b l e m s  w i t h  g e t t i n g  p a i d  f o r  s e r v i c e s .  T h e  w o r s t  
o f f e n d e r  w a s  p r o b a b l y  t h e  f e d e r a l  g o v e r n m e n t  b u t  a s  f a r  a s  
t h e  s t a t e ,  c i t y  a n d  s c h o o l  d i s t r i c t s  w e r e  c o n c e r n e d ,  
p a y m e n t s  w e r e  p r o m p t .  H e  f u r t h e r  s t a t e d  t h a t  h e  w a s n ' t  
a w a r e  t h a t  t h e r e  w a s  s u c h  a  p r o b l e m  o u t  t h e r e  i n  r e c e i v i n g  
p a y m e n t .
R e p .  F o s t e r  s t a t e d  t h a t  t h e  s t a t e  a n d  c i t y  g o v e r n m e n t s  
r e a l i z e  t h e i r  r e s p o n s i b i l i t i e s ,  e s p e c i a l l y  i n  s m a l l  
c o m m u n i t i e s ,  i n  t h e  i m p o r t a n c e  o f  c a s h  f l o w .  T h e y  b e n d  
o v e r  b a c k w a r d s  t o  a s s i s t  p r i v a t e  e n t e r p r i s e .
N u m b e r  4 3 4
R e p .  D o n l e y  r e p l i e d ,  " T h a t ' s  g r e a t .  I f  t h a t ' s  t h e  c a s e  
t h e n  t h i s  b i l l  i s n ' t  g o i n g  t o  h u r t  t h e m  a t  a l l . "
N u m b e r  4 3 8
R e p .  F o s t e r  s t a t e d  t h a t  h e  c a n  f o r e s e e  a  v i l l a g e  g o v e r n m e n t  
w h i c h  i s  b r o k e  a n d  w a i t i n g  f o r  a g r a n t .  H e  g a v e  t h e  
e x a m p l e  o f  f u n d i n g  f r e e z i n g  u p  a n d  t h e  v i l l a g e  n o t  b e i n g  
a b l e  t o  r e c e i v e  t h e i r  g r a n t  i n  t i m e  t o  p a y  f o r  s e r v i c e s  i n  
3 0  d a y s  d u e  t o  t h e  m a n d a t i n g  i n  s t a t u t e .
N u m b e r  4 4 0
R e p .  D o n l e y  s t a t e d  h e  f e l t  t h a t  i t  w o u l d  b e  w r o n g  i f  t h e  
v i l l a g e  w a s  b r o k e  t o  t r y  a n d  e n t i c e  a  c o m p a n y  t o  c o m e  a n d



N u m b e r  5 5 9
C h a i r p e r s o n  M a c L e a n  s t a t e d  t h a t  t h e  f o l l o w i n g  l e t t e r  w h i c h  
w a s  j u s t  r e c e i v e d  f r o m  D o l l y  F a r n s w o r t h  a n d  T h o m a s  B o e d e k e r  
w o u l d  b e  p u t  i n t o  t h e  r e c o r d .
T o :  C r y s t a l  S m i t h ,  A l a s k a  M u n i c i p a l  L e a g u e
F r o m :  D o l l y  F a r n s w o r t h ,  M a y o r ,  C i t y  o f  S o l d o t n a

C h a i r  T a x a t i o n  F i n a n c e  S u b c o m m i t t e e  
T h o m a s  R ,  B o e d e k e r ,  K e n a i  P e n i n s u l a  B o r o u g h  
A t t o r n e y
M e m b e r  T a x a t i o n  & F i n a n c e  S u b c o m m i t t e e  

D a t e :  F e b r u a r y  1 6 ,  1 9 8 9
S u b j e c t :  P o s i t i o n  o r  t e s t i m o n y  R e g a r d i n g  H o u s e  B i l l  1 3 9

1 .  T h e  r a t e  f o r  a n y  l a t e  p a y m e n t s  s h o u l d  
n o t  b e  a t  t h e  o n e  a n d  o n e - h a l f  p e r c e n t  p e r  m o n t h  
w i t h  a  f r a c t i o n  o f  a  m o n t h  c o u n t i n g  a s  a n  e n t i r e  
m o n t h .  A S  3 6 . 0 9 . 0 1 0  d e a l i n g  w i t h  c o n s t r u c t i o n  
c o n t r a c t s  c h a r g e s  r e t a i n a g e  i n t e r e s t  a t  1 0 . 5 %  p e r  
a n n u m .  T h a t  i s  a  m o r e  a p p r o p r i a t e  r a t e  f o r  a n y  
d e l i n q u e n t  p a y m e n t .  A S  3 6 . 0 9 . 0 1 0  d o e s  n o t  u s e  
t h e  f r a c t i o n a l  m o n t h s  w h i c h  c a n  b e  a  p r o b l e m  a n d  
s e r i o u s  p e n a l t y .

2 .  T h e  p e n a l t y  a s p e c t  a r i s e s  i n  t h a t  t h e  
b i l l  d o e s  n o t  a d d r e s s  d i f f e r e n c e s  b e t w e e n  t h e  
o p e r a t i o n  o f  s t a t e  g o v e r n m e n t  a n d  l o c a l  
g o v e r n m e n t .  S t a t e  g o v e r n m e n t  s e p a r a t e s  t h e  
l e g i s l a t i v e  b o d y  f r o m  t h e  a d m i n i s t r a t i v e  r o l e  a n d  
a t  t h e  s t a t e  l e v e l  a l l  d e c i s i o n s  a r e  m a d e  b y  
d e p a r t m e n t s  o n  a p p r o v i n g  p a y m e n t  o f  b i l l s .  
H o w e v e r ,  l o c a l  g o v e r n m e n t  o f t e n  h a s  t h e  l o c a l  
c o u n c i l  o r  s e r v i c e  a r e a  b o a r d  a p p r o v i n g  p a y m e n t s  
o f  b i l l s .  U n t i l  t h i s  a p p r o v a l  o c c u r s  t h e  b i l l  
c a n n o t  b e  p a i d .  O f t e n  t h e s e  b o d i e s  o n l y  m e e t  
t w i c e  a  m o n t h  o r  o n c e  a  m o n t h  a n d  h a v e  p u b l i s h i n g  
d e a d l i n e s  f o r  t h e i r  a g e n d a  w h i c h  w o u l d  p r e c l u d e  
a n  i t e m  f r o m  b e i n g  i n c l u d e d  o n  t h e  a g e n d a  a n d  
w o u l d  r e q u i r e  c o n s i d e r a t i o n  a t  t h e  n e x t  m e e t i n g .  
T h e s e  p r o c e d u r e s  a n d  r e q u i r e m e n t s  a r e  g e n e r a l l y  
k n o w n  t o  c o n t r a c t o r s  w h o  d o  b u s i n e s s  w i t h  t h o s e  
e n t i t i e s .  H o w e v e r ,  H B  1 3 9  d o e s  n o t  g i v e  
r e c o g n i t i o n  t o  t h i s  d i f f e r e n c e  b e t w e e n  s t a t e  a n d  
l o c a l  g o v e r n m e n t .

A n  e x a m p l e  w o u l d  b e  w h e r e  a  f i r e  s e r v i c e  
a r e a  b o a r d  h a d  t o  a p p r o v e  t h e  p u r c h a s e  a n d  t h e  
b i l l i n g  c o m e s  i n  a  w e e k  a f t e r  t h e  b o a r d ' s  m o n t h l y  
m e e t i n g .  T h e  b o a r d  w o u l d  n o t  m e e t  f o r  a n o t h e r  23  
o r  s o  d a y s  a f t e r  t h e  b i l l i n g  i s  r e c e i v e d  a n d  t h e  
a p p r o v e d  p a y m e n t  o f  t h a t  b i l l i n g  i s  t h e n  
f o r w a r d e d  t o  t h e  a c c o u n t s  p a y a b l e  d e p a r t m e n t  f o r  
t h e  t h e  m u n i c i p a l i t y  w h i c h  i n  s o m e  c a s e s  m a y  t a k e  
s e v e r a l  d a y s  f o r  m a i l .  B e c a u s e  o f  p e r s o n n e l  
l i m i t a t i o n s ,  m u n i c i p a l i t i e s  o f t e n  h a v e  f i x e d  
s c h e d u l e s  f o r  p a y m e n t  o f  a c c o u n t s  r e c e i v a b l e  o f  
e v e r y  o t h e r  w e e k .  T h i s  w o u l d  p u t  p a y m e n t  b e y o n d  
t h e  30  d a y s  a n d  t h u s  i n v o k e  t h e  i n t e r e s t



a f t e r  a c c e p t a n c e  o f  t h e  g o o d s  o r  s e r v i c e s .
6 . A l t h o u g h  w e  b e l i e v e  t h a t  m u n i c i p a l i t i e s  

a n d  s c h o o l  d i s t r i c t s  s h o u l ' 31 b e  r e s p o n s i b l e  a n d  
p a y  t h e i r  b i l l s  p r o m p t l y ,  « e  b e l i e v e  t h a t  t h e  
o p t i o n s  f o r  m a k i n g  p r o m p t  p a y m e n t  o r  a r r a n g e m e n t s  
f o r  c o n t r a c t i n g  a r e  r e a i l y  t h e  p r o v i n c e  o f  t h e  
l o c a l  g o v e r n m e n t  i n  e s t a b l i s h i n g  i t s  r e l a t i o n s h i p  
t o  t h e  c o m m u n i t y  a n d  i t s  v e n d o r .  We c a n  s e e  s o m e  
r e q u i r e m e n t  t h a t  m u n i c i p a l i t i e s  a d o p t  p r o v i s i o n s  
f o r  p i o m p t  p a y m e n t ,  h o w e v e r ,  a  m a n d a t e  o f  t h i s  
t y p e  w h i c h  i m p o s e s  o b l i g a t i o n s  o n  t h e  
m u n i c i p a l i t i e s  w i t h o u t  c o n s i d e r a t i o n  o f  l o c a l  
c h o i c e  a n d  o p t i o n  i s  i n a p p r o p r i a t e .  O n e  r e a s o n  
f o r  t h e  e s t a b l i s h m e n t  o f  l o c a l  g o v e r n m e n t s  i s  t o  
a l l o w  t h e  f l e x i b i l i t y  n e e d e d  f o r  l o c a l  c o n d i t i o n s  
a n d  c i r c u m s t a n c e s .  A  s t a t e w i d e  m a n d a t e  o f  a  
p a r t i c u l a r  p o l i c y  a n d  a  c o s t  i m p o s e d  f o r  
n o n c o m p l i a n c e  w i t h  a  r a t h e r  i n f l e x i b l e  p r o g r a m  i s  
n o t  g o o d  p u b l i c  p o l i c y  a n d  s u c h  a  m a n d a t e  s h o u l d  
n o t  b e  p l a c e d  u p o n  l o c a l  g o v e r n m e n t s .  I n s e r t i o n  
o f  p r o v i s i o n s  i n  t h e  b i l l  t o  a l l o w  f o r  l o c a l  
o p t i o n s  a n d  h a v e  a  g e n e r a l  s t a t u t o r y  r e q u i r e m e n t  
a s  a  d e f a u l t  i n  t h e  a b s e n c e  o f  s o m e  l o c a l  
p r o v i s i o n  w o u l d  b e  a  m o r e  a p p r o p r i a t e  m e t h o d .

N u m b e r  5 6 4
R e p .  F o s t e r  m a d e  a  m o t i o n  t o  m o v e  C S  H B 1 3 9  C & R A  o u t  o f  
c o m m i t t e e  w i t h  i n d i v i d u a l  r e c o m m e n d a t i o n s .
H e a r i n g  n o  o b j e c t i o n  t h e  m o t i o n  p a s s e d .
R e p .  F o s t e r  a s k e d  R e p .  D o n l e y  i f  t h i s  b i l l  j u s t  d i d  n o t  g e t  
a c t e d  o n  i n  t h e  l a s t  s e s s i o n .
R e p .  D o n l e y  r e p l i e d  t h a t  i t  w a s  e n t e r e d  l a t e  i n  t h e  s e c o n d  
y e a r  a s  t h e  r e s u l t  o f  h e a r i n g s  h e l d  d u r i n g  t h e  i n t e r i m .

M a r c h  1 6 .  1 9 8 9 .  H E S S
T h e  n e x t  i t e m  o f  b u s i n e s s  b e f o r e  t h e  c o m m i t t e e  w a s  H B  1 3 9 .  
N u m b e r  1 2 8
G I N G E R  B A I M ,  H o u s e  L a b o r  a n d  C o m m e r c e  C o m m i t t e e  s t a f f ,  
t e s t i f i e d  o n  H B  1 3 9 .  S h e  s a i d  t h a t  t h e  b i l l  w o u l d  r e q u i r e  
p u r c h a s e r s  i n  s t a t e  g o v e r n m e n t  t o  p a y  w i t h i n  3 0  d a y s  u p o n  
r e c e i p t  o f  g o o d s / s e r v i c e s  a n d  t h e r e  w o u l d  b e  a n  i n t e r e s t  
p e n a l t y  o f  1 0 . 5 %  a t t a c h e d  i f  t h e y  d i d n ' t  p a y .  T h e  l a n g u a g e  
o f  t h e  b i l l  w a s  i d e n t i c a l  t o  t h e  l a n g u a g e  i n  t h e  s t a t e  
p r o c u r e m e n t  c o d e ,  b u t  i t  w o u l d  b e  p l a c e d  u n d e r  T i t l e  2 9 ,  
t h e  M u n i c i p a l  c o d e .  M s .  B a i rn  e x p l a i n e d  t h a t  t h e  b i l l  w a s  
n o t  m e a n t  t o  p e n a l i z e  i n d i v i d u a l s  a n d / o r  o r g a n i z a t i o n s  i n  
s i t u a t i o n s  w h e r e  e x p e n d i t u r e s  t a k e  t i m e  t o  b e  a u t h o r i z e d  b y  
g o v e r n i n g  b o d i e s .  S h e  d e s c r i b e d  a  t y p i c a l  p r o c u r e m e n t  
r e l a t i o n s h i p  b e t w e e n  a  s c h o o l  d i s t r i c t  a n d  a  v e n d o r ,  a n d  
t i m e  l i m i t a t i o n s  i n  a  r e m o t e  p a r t  o f  A l a s k a .
N u m b e r  1 9 4
M s .  B a i r n  s t a t e d  t h a t  t h e  b i l l  w a s  m e a n t  t o  h e l p  s m a l l  
b u s i n e s s e s  a n d  t o  p r o v i d e  a n  i n c e n t i v e  f o r  p u r c h a s e r s  t o  
p u s h  t h e  p a p e r w o r k  w h e n  t h e y  c a n .  S h e  i d e n t i f i e d  a n  
a m e n d m e n t  t o  b e  p r o p o s e d  b y  R e p .  D o n l e y  r e l a t i n g  t o
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Ma r ch 15 , 1990

MEMORANDUM

TO: S e n a t o r  M i k e S z ym a n s k i ,  C h a i r ,  S e n a t e  Commun i t y and R e g i o n a l
A f f a i r s  C omm i t t e e

FROM: S c o t t  A . B u r g e s s ,  E x e c u t i v e  D i r e c t o r

SUBJECT: HB 139 - P romp t pa ymen t f o r  p u r c h a s e s

You ha ve a l s o  s c h e d u l e d  CS f o r  HB 139 ( F i n a n c e )  f o r  T h u r s d a y ,  Ma r ch 22 , 
1 9 9 0 . A g a i n  t h e  AML has op posed t h i s  b i l l  and a g a i n  I w i l l  be o u t  o f  town 
f o r  t h e  T h u r s d a y  h e a r i n g .  I f  y o u i n t e n d  t o  move t h e  b i l l  on T h u r s d a y ,  I 
w o u l d  r e q u e s t  t h e  C omm i t t e e a d o p t t h e  a t t a c h e d  amendmen t r e d u c i n g  t h e  
i n t e r e s t  f r o m  18 p e r c e n t  t o  1 0 . 5  p e r c e n t .  T h a n k y o u f o r  y o u r  c o n s i d e r a t i o n .

— A la s k a  M u n ic ip a l  L e a g u e  P o s i t i o n

M EW 3ER OP THE NATIONAL LEAG LE  OF C IT 'ES  AND  THE NAT IO NAL ASSOCIATION O F C O l'N T lE S



Ma rch 15 , 1990

AMENDMENT

OFFERED IN THE SENATE BY THE COMMUNITY AND REGIONAL
AFFAIRS COMMITTEE

TO: CSHB 139 (FINANCE)

Page 4 , l i n e  29 t h r o u g h  Page 4 , l i n e  9 :

( c )  I f  pa ymen t f o r  goods o r  s e r v i c e s  p u r c h a s e d  by t h e  m u n i c i p a l i t y  i s  
n o t  made on o r  b e f o r e  a r e q u i r e d  pa ymen t d a t e  u n d e r  ( a )  o f  t h i s  s e c t i o n ,  
t h e  m u n i c i p a l i t y  s h a l l  pay i n t e r e s t  on t h e  u n p a i d  b a l a n c e  f r o m  t h e  r e q u i r e d  
pa ymen t d a t e  a t  an i n t e r e s t  [THE ] r a t e  t h a t  i s  e q u a l t o  t h e  amoun t s e t  o u t 
i n  AS 4 5 . 4 5 . 0 1 0 ( a )  [ o f  1 . 5  p e r c e n t  a m o n t h ] ,  u n l e s s  an a g r e em e n t e x i s t s  
be tw e en t h e  s e l l e r  and t h e  m u n i c i p a l i t y  t h a t  e s t a b l i s h e s  a l o w e r  r a t e  o f  
i n t e r e s t  o r  p r e c l u d e s  t h e  c h a r g i n g  o f  i n t e r e s t .  [ I F  THE INTEREST-BEARING 
PERIOD OF TIME IS EITHER (1 ) A FRACTION OF A MONTH, OR ( 2 ) ONE OR MORE FULL 
MONTHS PLUS A FRACTION OF THE MONTH, THE MUN IC IPAL ITY SHALL PAY THE SAME 
AMOUNT OF INTEREST FOR THE FRACTION OF A MONTH AS I T  WOULD PAY FOR A FULL 
MONTH. ]



TO: R e p r e s e n t a t i v e  J o h n n y  E l l i s ,  C h a i r
Members o f  t h e  House H e a l t h ,  E d u c a t i o n

and S o c i a l  S e r v i c e s  Con .m i t t e e

FROM: S c o t t  A . B u r g e s s ,  E x e c u t i v e  D i r e c t o , ^

DATE: Ma r ch 15 , 1989

SUBJECT: CSHB 139 (C&RA) - Paymen ts f o r  p u r c h a s e s  b y s c h o o l  d i s t r i c t s  and 
m u n i c i p a l i t i e s

The AML i s  op po s e d t o  CSHB 139 (C&RA) as an u n n e c e s s a r y  and i n a p p r o p r i a t e  
i n t r u s i o n  by t h e  S t a t e  i n t o  l o c a l  a f f a i r s .  I n  o p p o s i n g  t h e  l e g i s l a t i o n  t h e  
AML i s  n o t  o p p o s i n g  t i m e l y  pa ym en t o f  v a l i d  b i l l s  f o r  p u r c h a s e s  o f  good s and 
s e r v i c e s .  M u n i c i p a l i t i e s  h a n d l e  t h e i r  b u s i n e s s  a f f a i r s  i n  a man n e r t h a t  i s  
d i s t i n c t l y  d i f f e r e n t  t h a n  t h a t  o f  t h e  S t a t e .  The S t a t e  m a n d a t i n g  p u r c h a s i n g  
and pa ym e n t p r o c e d u r e s  a d o p t e d  by t h e  S t a t e  on m u n i c i p a l i t i e s  n o t  r e c o g n i z e  
t h e  d i f f e r e n c e s  be tw e e n t h e  tw o l e v e l s  o f  g o v e r n m e n t and among t h e  v a r i o u s  
l o c a l  e n t i t i e s .

M u n i c i p a l i t i e s  and s c h o o l d i s t r i c t s  r a n g e  i n  s i z e ,  a c c e s s ,  s t a f f i n g ,  h o u r s 
o f  o p e r a t i o n ,  and p r o c u r e m e n t  s o p h i s t i c a t i o n ;  t h e r e f o r e ,  a b l a n k e t  
r e q u i r e m e n t  o f  18% an n u a l i n t e r e s t  on b i l l s  du e o v e r  t h i r t y  d a y s  does n o t 
r e c o g n i z e  t h e s e  d i f f e r e n c e s ,  as w e l l  as how t h e  e n t i t i e s  p u r c h a s e ,  r e c e i v e  
and pa y f o r  good s and s e r v i c e s .  Some m u n i c i p a l i t i e s  and s c h o o l d i s t r i c t s  
do n o t  o p e r a t e  even f i v e  d a y s a week , 12 m on t h s o f  t h e  y e a r .  O t h e r  
m u n i c i p a l i t i e s  and s c h o o l  d i s t r i c t s  ha ve v e r y  s o p h i s t i c a t e d  p r o c u r e m e n t  
p o l i c i e s  o r  o r d i n a n c e s .

On t h e  s p e c i f i c s  o f  t h e  b i l l ,  an i n t e r e s t  r a t e  o f  18 p e r c e n t  a y e a r  seems 
e x c e s s i v e ,  e s p e c i a l l y  on a 1 . 5  p e r c e n t  p e r  mon t h o r  f r a c t i o n  o f  t h e  mon th 
b a s i s .  The r a t e  o f  i n t e r e s t  i n  t h e  s t a t e  i s  1 0 . 5  p e r c e n t  a y e a r  u n d e r AS 
4 5 . 4 5 . 0 1 0 ( a ) .  T h i s  i s  t h e  r a t e  o f  i n t e r e s t  r e q u i r e d  o f  m u n i c i p a l i t i e s  by 
t h e  S t a t e  ( u n f o r t u n a t e l y )  f o r  f u n d s  r e t a i n e d  on p u b l i c  c o n s t r u c t i o n  p r o j e c t s  
by r e f e r e n c e  u n d e r AS 3 6 . 9 0 . 0 1 0 .

A g a i n ,  AML does n o t  s u p p o r t  CSHB 139 ; h o w e v e r ,  i f  t h e  C omm i t t e e  d e c i d e s  CSHB 
139 i s  an a p p r o p r i a t e  man da t e on l o c a l  g o v e r n m e n t ,  AML w o u l d  r e q u e s t ,  ? t  a 
m in im um , amend i n g t h e  b i l l  as f o l l o w s :

On page 3 , amend S e c t i o n  5 , S e c . 2 9 . 7 1 . 0 6 0  as f o l l o w s :

( c )  I f  pa ymen t f o r  good s o r  s e r v i c e s  p u r c h a s e d  by t h e  m u n i c i p a l i t y  i s  
n o t  made on o r  b e f o r e  a r e q u i r e d  pa ymen t d a t e  u n d e r  ( a )  o f  t h i s  s e c t i o n ,  th e 
m u n i c p a l i t y  s h a l l  pa y i n t e r e s t  on t h e  u n p a i d  b a l a n c e  f r o m  t h e  r e q u i r e d

m e m b e r  o f  t h e  n a t i o n a l  l e a g u e  o f  c it ie s  AND  t h e  N AT IO N AL ASSOCIATION OF C O U NT IES



AML T e s t im o n y  on CSHB 139 
Ma rch 15 , 1989 
Page 2

pa ymen t d a t e  a t  t h e  r a t e  o f  1 0 . 5  [ 1 . 5 ]  p e r c e n t  a y e a r  [MONTH] , u n l e s s  an 
a g r e em e n t e x i s t s  be tw e en t h e  s e l l e r  and t h e  m u n i c i p a l i t y  t h a t  e s t a b l i s h e s  
a l o w e r  r a t e  o f  i n t e r e s t  o r  p r e c l u d e s  t h e  c h a r g i n g  o f  i n t e r e s t .  [ I F  THE 
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 MUN IC IPAL ITY SHALL 
PAY THE SAME AMOUNT OF INTEREST FOR THE FRACTION OF A MONTH AS I T  WOULL' PAY 
FOR A FULL MONTH.]

( d )  T h i s  s e c t i o n  does n o t  a p p l y

( 1 )  i f  t h e  m u n i c i p a l i t y  has a d o p t e d  b y o r d i n a n c e  a p r o c e d u r e  
a d d r e s s i n g  pa ymen t s f o r  p u r c h a s e s ;

( 2 [ 1 ] )  i f  t h e  c o s t  o f  t h e  g o o d s o r  s e r v i c e s  p u r c h a s e d  e x c e e d s 
$ 5 0 0 , 0 0 0 ; . . .

T h a n k y o u f o r  y o u r  c o n s i d e r a t i o n .
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A p r i l  2 4 ,  1989

BO ROUGH  M AYOR

RECEIVED

APR ?7 1.989
J4SKA MUNICIPAL LEAGUES e n a t o r  A l b e r t  Adams

C h a irm a n , HCRA
A la s k a  S t a t e  L e g i s l a t u r e
P .  0 .  Box V (MS 3 1 0 0 )
J u n e a u ,  A l a s k a  99811

D e a r  S e n a t o r  A dam s:

I  h a v e  h a d  a n  o p p o r t u n i t y  t o  r e v i e w  H B 139. I  f o r e s e e  l i t t l e  o r  no  
im p a c t  i n  a p p l y i n g  t h e  S t a t e  P r o c u re m e n t  C ode t o  B o ro u g h  a n d  S c h o o l  D i s t r i c t  
a c t i v i t i e s .  I  b e l i e v e  t h a t  t h e  B o ro u g h  c u r r e n t l y  c o m p l i e s ,  v o l u n t a r i l y ,  w i th  
t h e  r e q u i r e m e n t s  o f  AS 3 7 .0 5 . 2 8 5 .  T h i s  i s s u e ,  a s  p r e s e n t e d  i n  t h i s  b i l l ,  
r e l a t e s  t o  t h e  a u t h o r i t y  o f  l o c a l  g o v e rn m e n ts  t o  m an ag e  t h e i r  own a f f a i r s .  
I t  i s  n o t ,  i n  my v ie w ,  so u n d  p u b l i c  p o l i c y  t o  h a v e  o n e  g o v e r n m e n ta l  e n t i t y  
d i c t a t i n g  t h e  way a n o t h e r  d o e s  b u s i n e s s .

T h e re  a r e  t h r e e  i s s u e s  w h ic h  m u s t  b e  g i v e n  som e c o n s i d e r a t i o n :

1 .  D e p a r tm e n t  o f  L a b o r  -  w i l l  d i s p u t e s  b e tw e e n  t h e  S t a t e  D e p a r tm e n t  o f  
L a b o r  a n d  t h e  c o n t r a c t o r  b e  c o n s i d e r e d  d i s p u t e s  u n d e r  AS 
3 7 . 0 5 . 2 8 5 ( d ) ( 2 ) ?  O f t e n  m u n i c i p a l i t i e s  m u s t w i t h h o l d  p a y m e n t t o  
c o n t r a c t o r s  u n t i l  a  l a b o r /w a g e  i s s u e  i s  r e s o l v e d .  I t  i s  n o t  
r e a s o n a b l e  t o  e x p e c t  a  m u n i c i p a l i t y  t o  p a y  i n t e r e s t  w hen t h e  m o n ie s  
a r e  w i t h h e l d  b e c a u s e  o f  l e v y  u n d e r  T i t l e  23 o f  t h e  A la s k a  S t a t u t e s .

2 .  P r o p e r  b i l l i n g  -  t h i s  t e r m ,  a s  u s e d  i n  AS 3 7 . 0 5 . 2 8 5 ( a ) ( 2 )  m u s t be 
d e f i n e d .  W hat c o n s t i t u t e s  a  " p r o p e r  b i l l i n g " ?  How l o n g  d o e s  a 
m u n i c i p a l i t y  h a v e  to  r e v i e w  r e c o r d s / w o r k  t o  d e t e r m in e  a  p r o p e r  
b i l l i n g ?

3 .  I n t e r e s t  r a t e  -  1.5%  p e r  m o n th  (AS 3 7 .0 5 . 2 8 5 ( c ) )  r e s u l t s  i n  a n  18% 
APR. T h i s  a m o u n t se e m s e x c e s s i v e  i n  l i g h t  o f  AS 4 5 .4 5 . 0 1 0 .

P l e a s e  c a l l  me i f  I  c a n  b e  o f  f u r t h e r  a s s i s t a n c e .

c c :  R e p r e s e n t a t i v e  R o n a ld  L a r s o n
R e p r e s e n t a t i v e  C u r t  M enard  
S e n a t o r  J a l n a r  K e r t t u l a  
S e n a t o r  M ike S z y m a n sk i 
S c o t t  B u r g e s s ,  A la s k a  M u n ic ip a l  L e ag u e

S i n c e r e l y ,

D o ro th y  A. w o n e s  
M ayor
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