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STATE OF ALASKA
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F I S C A L  N O T E

Revision Date:
Title: Public Construction Contract Payment* 

Sponsor Boyer
Requestor House Labor and Commerce

Agency Affected: DO T A P F  
BRU: Finance

Component*:

EXPENDITURES/REVENUES: (thousands of dollars)

OPERATING FY 89 FY 90 PY91 FY 92 FY 93 FY 94

PERSONAL s M 3 E f - o— " T 0 b 0
_ 0

TRAVBL 0 0 0 0 0 0
CONTRACTURAL 0 0 0 0 0 0
SUPPLIES 0 0 0 0 0 0
EQUIPMENT 0 0 0 0 0 0
LAND A  STRUCtf jR&l O 0 0 0 0
QRAN'fs. Cl AIM 8 . , “I 0 n ' n
MISCELLANEOUS 0 0 0 0 0 0
T O T A L  OPERATING 0 0 0 0 0 0

CAPITAL 0 146.0 1 4 4 .0 144.0 1444)

REVENUE 0 0 0 0 0 0

FUNDING:rniousA)®s 3P D O LLA R !)
GENERAL F I M T ... 0 " T O ™ I4&0 1 4 4 .0 146.0 ^Ud.o
pe6bral funds 0 .. _ . 0 0 0 0 0UlHfcfc* -  ^ .....  0 u u 0
TOTAL 0 0 0 0 0 0

FULL-TIME ---------------r ~ 0 — » ------------- 8— 0
PART-TIME *0 0 0 0 0 0
TEMPORARY 0 0 \ 0 0 0 0

ANALYSIS:

,The Gnnual cost* are based on the fact that 15% of all contractor payment* could not be paid within the ,
proposed 14 day time frame and would require payment of increased interest coat*. The costs reflected are 
calculated baaed on late payments incurring 15 days of interest charge*. Significant budget reduction* being 
considered for all administrative unit* would cause a delay in tho processing of payment* and could increase the 
annual costs to approximately $300,000.

Prepared by: Robert N. Bartholomew, Director 
Division: Management and Finance

Approved by Commissioner: • Marie s. Hlclav
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STATE OF A L A S K A
1990 L E G IS L A T IV E  SESSION

REQUEST : F I S C A L  N O T E

BILL VERSION: SCS CSHB284 1 (C&RA)
PUBLISH DATE: 4/2/90

Revision Date: 
Title:

Sponsor:
Requestor

"An Act relating to Public Construction 
Contract Payments"
Boyer
House Labor and Commerce

Agency Affected: 
BRU:

Components:

DOT&PF
Finance

OPERATING FY 91 FY 92 FY 93 FY 94 FY 95 FY 96
PERSONAL SERVICES 0 0 0 0 0 0TRAVEL 0 0 0 0 0 0CONTRACTURAL 0 0 0 0 0 0SUPPLIES 0 0 0 0 0 0EQUIPMENT 0 0 0 0 0 0LAND & STRUCTURES 0 0 0 0 0 0GRANTS. CLAIMS 0 0 0 0 0 0MISCELLANEOUS 0 0 0 0 0 0
TOTAL OPERATING 0 0 0 0 0 0

CAPITAL 0 0 110.0 110.0 110.0 110.0

REVENUE 0 0 0 0 0 0

FU NDING: (ThousandsofDoUan)
GENERAL FUND 0 0 110.0 110.0 110.0 110.0

FEDERAL FUNDS 0 0 0 0 0 0OTHER 0 0 0 0 0 0TOTAL 0 0 110.0 110.0 110.0 110.0

POSITIONS:FULL-TIME 0 0 0 0 0 0

PART-TIME 0 0 0 0 0 0TEMPORARY 0 0 0 0 0 0

ANALYSIS: The annual increased costs can only be estimated. Based on prior experience, 8%  of all 
contractor payments could not be paid within the proposed 21 day time frame and would require 
payment of interest costs. The estimated increased costs are between $80,000 and SI 10,000. These 
costs would be funded out of General Fund capital appropriations allocated for "state match" or 
projects ineligible for federal participation. The costs reflected are calculated based on late payments 
incurring 15 days of interest charges. Significant budget reductions being considered for all 
administradve units would cause a delay in the processing of payments and could increase die annual 
costs to approximately $200,000. Each administradve unit lost at least one posiuon effecdve 10-01- 
89. The effect on contractor payments of this reducdon will not be known undl 1990 construction 
season.

Prepared by: Roberta N. Bartholomew, Director 
Division: Administradve Services

Approved by Commissioner: Mark S. Hickey
Agency: Department of Transportation and Public Facilides

Distribudon (by preparer):
Legisladve Finance 
Lcgisladvc Sponsor 
Requestor
Office of Management and Budget 
Impacted Agency(ics)

Phone:
Date.

465-3911 
April 2, 1990
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D e p a r t m e n t  q f  T r a n s p o r t a t i o n  fit P u b l i c  F a c i l i t i e s

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

f P 9  20 '89 09:29 DOT&Pr rOMM. OFFICE JUSEPU P.2

B E L L N O & H B  N o . 2 8 4  A P P R O V E D :
An sot rotating To farm* 4 condition* undar 

_ which prim# contractor* 4 subcontractor* ar*

T I T L E :  pQj^ f0r niatarlal* 4 aarvlcaa provldad to a D A T E *  A p r i l  19, 1 9 8 9

public construction (Tr oj act.

The d e p a r tm e n t i s  n o t opposed t o  t h i s  b i l l .  The p ro p o se d 
l e g i s l a t i o n  w o u ld  re d u c e from  30 c a le n d a r  days t o  21 c a le n d a r 
days t h e  p e r i o d  w i t h i n  w h ic h th e  s t a t e  m us t make paymen t on 
p u b l i c  c o n s t r u c t i o n  c o n t r a c t o r  paym en t r e q u e s t s  o r i n c u r  l a t e  
paym en t i n t e r e s t  c o s t s .  Any paym en t n o t made w i t h i n  21 da ys o f 
r e c e i p t  w o u ld  r e s u l t  i n  th e s t a t e  p a y in g  i n t e r e s t  a t  th e  r a t e  o f  
1,5% p e r m o n th . AS 3 6 .9 0 .0 1 0  c u r r e n t l y  r e q u i r e s  th e s t a t e  t o  
" i n i t i a t e  p r o c e d u r e s "  t o  pay a c o n t r a c t o r ' s  paym en t r e q u e s t 
w i t h i n  15 d a y s w i t h  i n t e r e s t  c h a rg e s  a re  o n ly  in c u r r e d  f o r  
paym en ts made 30 da ys a f t e r  r e c e i p t .

C u r r e n t l y  DOT&PF'a paym en t p ro c e s s  and e x p e r ie n c e  i n d i c a t e s  t h a t  
th e  v a s t m a j o r i t y  o f  s ta n d a r d  c o n t r a c t o r  paym en ts can be made 
w i t h i n  th e  p ro p o s e d  21 day t im e  f r a m e . The s h o r t e r  payment 
p e r i o d  (w h ic h  in c l u d e s  weekends ) w o u ld  n o t a l l o w  f o r  any m a rg in  
o f  e r r o r  i n  t h e  d e p a r tm e n t 's  r e v i e w , a p p r o v a l and paymen t 
p r o c e s s . S i g n i f i c a n t  bu dge t r e d u c t i o n s  a re  b e in g  c o n s id e r e d  f o r
a l l  a d m i n i s t r a t i v e  u n i t s  w h ic h w o u ld r e s u l t  i n  in c r e a s e d  
w o r k lo a d s  and a s lowdown in  p r o c e s s in g  paym en t t r a n s a c t i o n s .  I f
t h o s e  r e d u c t i o n s  a re  r e a l i z e d  th e  d e p a r tm e n t ' s  a b i l i t y  t o  com p ly 
w i t h  th e  re d u c e d  t im e f r a m e  w ou ld be im p a c te d .

C u r r e n t e x p e r ie n c e  i n d i c a t e s  t h a t  8 % o f s ta n d a r d  c o n t r a c t o r  
paym en ts c o u ld  n o t be made w i t h i n  th e  s h o r t e n e d  t im e f r a m e . T h is  
w ou ld r e s u l t  i n  an a n n u a l in c r e a s e d  c o a t c h a rg e d t o  th e  s t a t e ' s  
g e n e r a l f u n d  c a p i t a l  b u dge t o f be tw een $8 0 /0 0 0 and $ 1 1 0 / 0 0 0  
( f i s c a l  n o te  a t t a c h e d ) .  A d ve rs e e f f e c t s  o f  a c c o u n t in g  s t a f f  
b u d g e t c u te  c o u ld  In c r e a s e  th e  a n n u a l i n t e r e s t  c o s t s  t o  be tw een 
$1 6 0 ,0 0 0 and $ 2 0 0 ,0 0 0 . L a te paym en t fe e s  a re  n o t e l i g i b l e  f o r  
f e d e r a l p a r t i c i p a t i o n .

F o r  f u r t h e r  I n f o r m a t i o n  call C a t h e r i n e  A. M c H u g h  at 4 6 5 * 3 9 0 0
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S E C T I O N  B Y  S E C T I O N  A N A L Y S I S

C S H B  2 8 4  (L&C) a m

S e c t i o n  1 . T h i s  s e c t i o n  a m e n d s  A S  3 6 . 9 0  b y  a d d i n g  a n e w  a r t i c l e  
r e l a t i n g  t o  P u b l i c  C o n s t r u c t i o n  C o n t r a c t  P a y m e n t s .  W i t h i n  t h e  
a r t i c l e  a r e  p r o v i s i o n s  w h i c h  r e q u i r e  p u b l i c  o w n e r s  t o  t i m e l y  p a y  
c o n s t r u c t i o n  c o n t r a c t o r s  a n d  p r o v i s i o n s  r e q u i r i n g  c o n t r a c t o r s  t o  
t i m e l y  p a y  s u b c o n t r a c t o r s  a n d  s u p p l i e r s .  F u r t h e r  r e f e r e n c e s  in 
t h i s  s e c t i o n  a r e  t o  t h e  p r o p o s e d  A S  3 6 . 9 0  s e c t i o n  n u m b e r s  
c o n t a i n e d  i n  t h e  b i l l .

S e c t i o n  2 0 0  r e q u i r e s  t h e  s t a t e  o r  p o l i t i c a l  s u b d i v i s i o n  
t o  p a y  a p r i m e  c o n t r a c t o r  w i t h i n  30 d a y s  o f  r e c e i v i n g  a 
p a y  r e q u e s t .  T h i s  30 c a l e n d a r  d a y  t i m e  c l o c k  d o e s  n o t  
b e g i n  t o  r u n  u n t i l  t h e  s t a t e  o r  p o l i t i c a l  s u b d i v i s i o n  
a c t u a l l y  r e c e i v e s  t h e  g r a n t  o r  f e d e r a l  m o n e y .  
P r e v i o u s l y ,  t h e r e  w a s  n o  r e q u i r e m e n t  f o r  t i m e l y  p a y m e n t  
b y  a p o l i t i c a l  s u b d i v i s i o n .  F a i l u r e  t o  t i m e l y  p a y  w i l l  
r e s u l t  i n  l i a b i l i t y  f o r  i n t e r e s t  in a c c o r d a n c e  w i t h  
A S  4 5 . 4 5 . 0 1 0  ( c u r r e n t l y  1 0 . 5 % ) .  I f  t h e  s t a t e  o r  
p o l i t i c a l  s u b d i v i s i o n  b e l i e v e s  t h e  p a y  r e q u e s t  d o e s  n o t  
c o m p l y  w i t h  t h e  c o n t r a c t  o r  i f  a l l  o r  p a r t  o f  a  p a y m e n t  
i s  g o i n g  t o  b e  w i t h h e l d  f o r  u n s a t i s f a c t o r y  p e r f o r m a n c e ,  
t h e n  t h e  s t a t e  o r  p o l i t i c a l  s u b d i v i s i o n  m u s t  n o t i f y  t h e  
c o n t r a c t o r  i n  w r i t i n g  o f  t h e  p r o b l e m  a n d  t h e  r e m e d i a l  
a c t i o n  n e c e s s a r y .  A  f a i l u r e  t o  p r o v i d e  a t i m e l y  n o t i c e  
r e s u l t s  i n  l i a b i l i t y  f o r  i n t e r e s t  u n t i l  t h e  n o t i c e  is 
p r o v i d e d  o r  t h e  c o n t r a c t o r  i n t e r e s t  u n t i l  t h e  n o t i c e  is 
p r o v i d e d  o r  t h e  c o n t r a c t o r  is p a i d .  O n c e  c o r r e c t e d ,  
t h e  c o n t r a c t o r  i s  e n t i t l e d  t o  p a y m e n t  w i t h i n  14 d a y s  o r  
e l s e  i n t e r e s t  a c c r u e s .

S e c t i o n  2 1 0  r e q u i r e s  a l l  c o n t r a c t o r s  a n d  s u b c o n t r a c t o r s  
t o  i n c l u d e  w i t h i n  t h e i r  s u b c o n t r a c t s  a p r o v i s i o n  
r e q u i r i n g  t h e m  t o  p a y  t h e i r  s u b c o n t r a c t o r s  a n d  
s u p p l i e r s  w i t h i n  e i g h t  (8) d a y s  o f  r e c e i v i n g  a p a y m e n t  
f r o m  w h i c h  t h e  s u b c o n t r a c t o r  is t o  b e  p a i d .  T h i s  " f l o w  
d o w n "  c o n c e p t  is c o m m o n  t o  c o n s t r u c t i o n  a n d  a n  a c c e p t e d  
i n d u s t r y  p r a c t i c e .  A l l  c o n t r a c t o r s  a n d  s u b c o n t r a c t o r s  
a r e  a l s o  r e q u i r e d  t o  c o n t r a c t u a l l y  p r o v i d e  f o r  
i n t e r e s t  i n  a c c o r d a n c e ,  w i t h  A S  4 5 . 4 5 . 0 1 0 ,  i f  p a y m e n t  
i s  n o t  t i m e l y  m a d e .  F i n a l l y ,  a n y  i n t e r e s t  r e c e i v e d  o n  
s t a t e  h e l d  r e t e n t i o n  m u s t  b e  p a s s e d  t h r o u g h  t o  t h e  
a p p r o p r i a t e  s u b c o n t r a c t o r s .
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S e c t i o n a l  A n a l y s i s  

C S H B  2 8 4  (L&C) a m  
P a g e  2

S e c t i o n  2 2 0  c o n t i n u e s  t o  p r o v i d e  m a x i m u m  f l e x i b i l i t y  t o  
t h e  p r i m e  c o n t r a c t o r  a n d  s u b c o n t r a c t o r  t o  n e g o t i a t e  
p r o v i s i o n s  r e l a t i n g  t o  w i t h h o l d i n g  w i t h o u t  c a u s e  
( " r e t e n t i o n " )  a n d  w i t h h o l d i n g  f o r  c a u s e ,  i . e . ,  
u n s a t i s f a c t o r y  p e r f o r m a n c e  w i t h o u t  i n t e r e s t  l i a b i l i t y  
if t h e  a r t i c l e ' s  n o t i c e  p r o v i s i o n s  a r e  c o m p l i e d  w i t h .

S e c t i o n  2 3 0  a l l o w s  a c o n t r a c t o r  t o  w i t h h o l d  p a y m e n t  t o  
a l o w e r  t i e r e d  c o n t r a c t o r  f o r  w h i c h  t h e  c o n t r a c t o r  h a s  
r e c e i v e d  p a y m e n t  w i t h o u t  i n t e r e s t  l i a b i l i t y  i f  t h e  
c o n t r a c t o r  n o t i f i e s  t h a t  l o w e r  t i e r e d  c o n t r a c t o r  o f  t h e  
r e a s o n  t h e  m o n e y  is b e i n g  w i t h h e l d  a n d  t h e  a p p r o p r i a t e  
r e m e d i a l  a c t i o n .  A  c o p y  o f  t h i s  n o t i c e  is r e q u i r e d  t o  
b e  s e n t  t o  t h e  s t a t e  o r  p o l i t i c a l  s u b d i v i s i o n .  T h e  
p a y m e n t  is d u e  b y  t h e  e i g h t h  d a y  a f t e r  t h e  r e m e d i a l
a c t i o n  is t a k e n .

S e c t i o n  2 4 0  p r e s c r i b e s  t h e  f o r m  f o r  n o t i c e s  r e q u i r e d  b y  
t h i s  a r t i c l e .

S e c t i o n  2 5 0  r e q u i r e s  t h e  s t a t e  o r  a p o l i t i c a l
s u b d i v i s i o n  t o  p a y  i n t e r e s t  o n  r e t a i n a g e  a n d  w a r r a n t y
r e t a i n a g e .  T h i s  s e c t i o n  is s i m i l a r  t o  e x i s t i n g
A S  3 6 . 9 0 . 0 1 0 ( c ) - ( e ) .

S e c t i o n  2 6 0  e s t a b l i s h e s  t h e  b e g i n n i n g  t i m e s  f o r  t h e  
t i m e  l i m i t s  i m p o s e d  t h r o u g h o u t  t h e  a r t i c l e  a n d  e x e m p t s  
c o m m u n i t i e s  o f  l e s s  t h a n  8 0 0  p e o p l e  f r o m  c o m p l y i n g  w i t h  
t h e  p r o v i s i o n s  o f  A S  3 6 . 9 0 . 2 0 0 .

S e c t i o n  2 . T h i s  s e c t i o n  m a k e s  n e c e s s a r y  e d i t o r i a l  a m e n d m e n t s  in  
o t h e r  T i t l e s .

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

S e c t i o n  4 . T h i s  s e c t i o n  c l a r i f i e s  t h a t  t h i s  a c t  d o e s  n o t  t a k e  
e f f e c t  o n  p u b l i c  w o r k s  c o n t r a c t o r s  e n t e r e d  i n t o  b e f o r e  t h i s  A c t ' s  
e f f e c t i v e  d a t e .

S e c t i o n  5 . E s t a b l i s h e s  t h e  e f f e c t i v e  d a t e  f o r  t h i s  a c t  a s  
J u l y  1, 1 9 8 9 .
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J O I N T  S T A T E M E N T  O F  S U P P O R T

A t t a c h e d  you w i l l  f i n d  l e g i s l a t i o n  r e q u i r i n g  p ro m p t pa ym en t 
w h ic h  i s  j o i n t l y  s u p p o r t e d  b y t h e  A s s o c ia t e d  G e n e ra l 
C o n t r a c t o r s  o f  A la s k a  (AGO) and t h e  A la s k a  C h a p te r , A m e r ic a n  
S u b c o n t r a c t o r s  A s s o c i a t i o n  (A S A ) .

S u p p o r t f o r  t h e  l e g i s l a t i o n  was a c h ie v e d  b y m e e t in g s  w i t h  
g e n e r a l and s u b c o n t r a c t o r  r e p r e s e n t a t i v e s  o f  AGC and 
s u b c o n t r a c t o r  r e p r e s e n t a t i v e s  o f  ASA. The l e g i s l a t i o n  w i l l  
e n c o u ra g e  f a i r  d e a l i n g  am ong s t g o v e rnm e n t o w n e rs , c o n t r a c t o r s ,  
s u b c o n t r a c t o r s  and s u p p l i e r s .  I n  e s s e n c e i t  w i l l  r e q u i r e  
ow ne rs t o  p r o m p t l y  pa y c o n t r a c t o r s ;  and c o n t r a c t o r s  and 
s u b c o n t r a c t o r s  t o  p r o m p t l y  pa y t h e i r  s u b c o n t r a c t o r s  and 
s u p p l i e r s .  The f a i l u r e  o f  an y p a r t y  t o  p r o m p t l y  p a y w i l l  c au se 
i n t e r e s t  t o  a c c r u e  a t  t h e  c u r r e n t  r a t e  o f  10 .5% . M o s t o f  t h i s  
w i l l  be a c h ie v e d  b y r e q u i r i n g  c e r t a i n  p r o v i s i o n s  t o  be i n  a l l  
c o n s t r u c t i o n  c o n t r a c t s  and s u b c o n t r a c t s .  The p a r t i e s  r e t a i n  
maximum fre e d om  t o  n e g o t i a t e  c o n t r a c t  te rm s  t o  m ee t t h e i r  
p a r t i c u l a r  c i r c u m s ta n c e s . The p ro p o s e d  l e g i s l a t i o n  i s  s im i l a r  
t o  t h e  r e c e n t l y  e n a c te d  F e d e r a l P rom p t Paymen t A c t  Amendments 
o f  1988 .

We u r g e  y o u t o  c o s p o n s o r t h i s  j o i n t  g e n e r a l c o n t r a c t o r -  
B U b c o n t r a c t o r  e f f o r t .  I t  i s  o u r d e s i r e  t o  a c h ie v e  q u i c k  
p a s s a g e o f  t h i s  l e g i s l a t i o n  so t h a t  f a i r  d e a l i n g  i n  t h e  
c o n s t r u c t i o n  i n d u s t r y  i s  a t t a i n a b l e  f o r  t h i s  s e a s o n .

w f r \ p r o m t p a y . wp

HUKIIANKR TTTNfAl' SOLPOINA
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REPRESENTATIVE 

M A R K  BOYER

VICE-CHAIRMAN, HOUSE 
HEALTH. EOUCATION AND 

SOCIAL SERVICES COMMITTEE

MEMBER, HOUSE LABOn AND 
COMMERCE COMMITTEF

CHAIR, CHILDREN'S CAUCUS

- :V »;

foL ~£c  . ■I**’ ;
• -{iiiiiv-'. J

^Hnusc of ^Repreacniaii&cs

MEMORANDUM

cAlaska J&tate ^Hegislature
FAIRBANKS

1098 LAKEVIEW TERRACE 
FAIRBANKS, ALASKA 99701 

(907) 456-6473

JUNEAU

P.O. BOX V 
STATE CAPITOL 

JUNEAU, ALASKA 99811 
(907) 465-3466

T o  :

F r o m :

S e n a t o r  D i c k  E l i a s o n  
C h a i r m a n ,  L a b o r  a n o  C o m m e r c e  C p t n m i t t e e

R e p r e s e n t a t i v e  M a r k  B o y

D a t e  : A p r i l  2 ,  1 9 9 0

R e  : HB 2 8 4 ,  P u b l i c  C o n s t r u c t i o n  
C o n t r a c t  P a y m e n t s

S C S C S H B  2 8 4  ( C & R A )  h a s  r e c e n t l y  b e e n  r e f e r r e d  t o  t h e  S e n a t 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 ,  T h i s  b i l l  h a d  g r e a t  s u p p o r t  i n  
t h e  H o u s e  l a s t  y e a r ,  h a v i n g  b e e n  p a s s e d  t o  t h e  S e n a t e  i n  l e s s  
t h a n  a  m o n t h .  L a s t  w e e k ,  i n  t h 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 ,  t h e  r e p r e s e n t a t i v e s  f r o m  A s s o c i a t e d  G e n e r a l  
C o n t r a c t o r s  a n d  t h e  A l a s k a  M u n i c i p a l  L e a g u e  c a m e  t o g e t h e r  o n  a  
c o m p r o m i s e  p a c k a g e  t h a t  h a s  a l l  t h e i r  m a j o r  p r o b l e m s  w o r k e d  
o u t .

T h e  b i l l  m a n d a t e s  t h a t  t h e  s t a t e  a n d  i t s  p o l i t i c a l  
s u b d i v i s i o n s  p a y  t h e i r  p u b l i c  c o n s t r u c t i o n  w o r k  p r o j e c t  b i l l s  
i n  a  t i m e l y  f a s h i o n  a n d  s e t s  t h e  i n t e r e s t  a n d  p e n a l t y  
p e r c e n t a g e s  f o r  n o n c o m p l i a n c e .  I t  f u r t h e r  a u t h o r i z e s  t h e  
p a y m e n t  o f  i n t e r e s t  o n  r e t a i n a g e  a n d  t h e  w i  t h h o l d i n g  o f  
p a y m e n t s  f o r  u n s a t i s f a c t o r y  p e r f o r m a n c e .  I t  i s  b a s e d  o n  
F e d e r a l  p r o m p t  p a y  l e g i s l a t i o n .

I  f o r m a l l y  r e q u e s t  a  h e a r i n g  o n  t h i s  b i l l  a n d  I  c a n  
a s s u r e  y o u  t h a t  t h e  S e n a t e  L&C CS h a s  t h e  s u p p o r t  
a f f e c t e d  p a r t i e s .

T h a n k  y o u  f o r  y o u r  e a r l y  c o n s i d e r a t i o n .

r e a s o n a b l y  
o f  a l l
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P R O M P T  P A Y

HB 234 was introduced April 12, 1989, by Representatives Boyer,

Donley, Furnace, Grussendorf, Boucher, Foster, Gruenberg, Hudson, 

Koponen, Larson, Mer*rd, Pettyjohn, Reiger, Sharp, Shultz, Taylor, 

Ulmer, Zawacki, Collins, Navarre and Leman. It passed the House 

May 7, 1989.

SB 289 was introduced April 18, 1989, by Senators Fahrenkamp,

Rodey, Pourchot, Sturgulewski, Pearce, Frank and Coghill. Senator 

Szymanski added his name as a co-sponsor April 21, 1989.

The following are some highlights of CSHB 284(L&C) am:

- Government agencies are to pay prime contractors 

within 30 days after receiving progress payment 

application or pay interest. Communities with a 

population of 800 or less are exempt. The original 

bill contained 14 days and the Federal law is 7 days.

Government agencies would pay interest on retainage. 

Communities with a population of 500 or less are 

ex em pt.

- Contract documents between prime contractor and 

subcontractors and between subcontractors and their 

subcontractors and supplies would require payment for 

satisfactory performance within 8 days after 

receiving payment or pay interest.

If payment is withheld for unsatisfactory 

performance, by an agency, they are to notify the 

prime contract ,r and the remedial actions needed.

The agency is to pay within 21 days after completion 

of the remedial action or within 21 days after a 

community actually receives its grant funds.

P fexhcU cl A^scc icrf^cJ G e n e r a l  C o n i f o c G s



P r o m p t  P a y
P a g e :  2

T h e  f o l l o w i n g  a r e  t h e  c h a n g e s  m a d e  b y  t h e  S e n a t 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 .

P a g e  2  l i n e s  9  a n d  1 7 ;  P a g e  3 ,  l i n e  2 0  a n d  2 3 ;  P a g e  4 ,  l i n e s  1 2  a n d  
1 5 ;  P a g e  5 ,  l i n e  2 8 ;  P a g e  6 ,  l i n e  4  -  c h a n g e d  c a l e n d a r  d a y s  t o  
w o r k i n g  d a y s .

P a g e  3 ,  l i n e s  9 - 1 0  w a s  a d d e d  t o  c l a r i f y  t h a t  t h e  d e a d l i n e s  a n d  
i n t e r e s t  w o u l d  n o t  a p p l y  d u r i n g  t h e  w a r r a n t y  p e r i o d  i n  a d d i t i o n  t o  
t h e  i n t e r e s t  o n  r e t a i n a g e  p r o v i s i o n .

P a g e  3 ,  l i n e s  1 1 - 1 3  w a s  m o v e d  f r o m  p a g e  7 ,  l i n e s  8 - 1 0  o f  t h e  H o u s e  
p a s s e d  b i l l .  T h e  l a n g u a g e  o n  p a g e  7  o f  t h e  H o u s e  p a s s e d  b i l l  w a s  a  
f l o o r  a m e n d m e n t  a n d  w a s  p l a c e  i n  a n  i n c o r r e c t  s e c t i o n  o f  t h e  b i l l .

D e l e t e d  t h e  l a n g u a g e  o n  P a g e  4 ,  l i n e s  2 6 - 2 9  a n d  p a g e  5 ,  l i n e s  1 - 5  
o f  t h e  H o u s e  p a s s e d  b i l l .  T h i s  s e c t i o n  a l l o w e d  t h e  p r i m e  a n d  
s u b c o n t r a c t o r  t o  n e g o t i a t e  p r o v i s i o n s  f o r  r e t a i n a g e  w i t h o u t  c a u s e  
a n d  n o t  h a v e  t o  p a y  i n t e r e s t  e x c e p t  f o r  p a s s  t h r o u g h  i n t e r e s t  
r e c e i v e d  o n  r e t a i n a g e  f r o m  a  c o m m u n i t y ;  w h e n  m a k i n g  t h e s e  
p r o v i s i o n s  t h e y  c o u l d  t a k e  i n t o  c o n s i d e r a t i o n  t h e  a b i l i t y  o f  t h e  
s u b c o n t r a c t o r  t o  f u r n i s h  p e r f o r m a n c e  a n d  p a y m e n t  b o n d s .

P a g e  7 ,  l i n e s  1 - 3  e x p a n d e d  l a n g u a g e  t o  a l l o w  c o m m u n i t i e s  t o  p a y  
i n t e r e s t  u n d e r  t h e  l e g i s l a t i o n  f r o m  t h e  s t a t e  c o n s t r u c t i o n  g r a n t .  
P a g e  6 ,  l i n e s  2 2 - 2 4  o f  t h e  H o u s e  p a s s e d  b i l l  a l l o w e d  c o m m u n i t i e s  t o  
p a y  i n t e r e s t  o n  r e t a i n a g e  f r o m  t h e  s t a t e  c o n s t r u c t i o n  g r a n t . .

P a g e  7 ,  l i n e s  4 - 8  w a s  a d d e d  t o  s p e c i f y  t h a t  t h e  l e g i s l a t i o n  w o u l d  
a p p l y  o n l y  w h e n  t h e  c o m m u n i t y ,  i s  u s i n g  s t a t e  f u n d s .

P a g e  7 ,  l i n e s  2 1 - 2 2  a d d e d  a  n e w  s u b s e c t i o n  t o  d e f i n i t i o n s  -  
" w o r k i n g  d a y " .

P a g e  8 ,  l i n e  1 0  c h a n g e d  t h e  e f f e c t i v e  d a t e  f r o m  J u l y  1 9 8 9  t o  J u l y  
1 9 9 0 .



POSITION PAPER 

A.G.C. OF ALASKA 

TO THE

SENATE LABOR AND COMMERCE COMMITTEE

ON 

HB 284

AN ACT RELATING TO THE TERMS AND CONDITIONS UNDER WHICH PRIME 

CONTRACTORS AND SUBCONTRACTORS ARE PAID FOR MATERIALS AND 

SERVICES PROVIDED TO A PUBLIC CONSTRUCTION PROJECT.



THANK YOU MR. CHAIRMAN. FOR THE RECORD, MY NAME IS RESA 

JERREL AND I AM THE DIRECTOR OF GOVERNMENTAL RELATIONS FOR 

THE ASSOCIATED GENERAL CONTRACTORS OF ALASKA (A.G.C.). ON 

BEHALF OF OUR OVER 600 MEMBER FIRMS WE APPRECIATE THE 

OPPORTUNITY TO TESTIFY IN FAVOR OF HB 204.

IN THE CONSTRUCTION INDUSTRY CASH FLOW IS IMPORTANT FOR 

THE SURVIVAL OF THE CONTRACTOR'S AND THE LOWER TIERED 

SUBCONTRACTOR'S BUSINESSES. THE FAILURE OF AN OWNER TO 

PROMPTLY PAY A GENERAL CONTRACTOR EFFECTS THE CASH FLOW OF 

NOT ONLY THE GENERAL CONTRACTOR BUT, THE CASH FLOW OF THE 

SUBCONTRACTOR, LOWER TIERED SUBCONTRACTOR AND SUPPLIER. 

LIKEWISE, THE FAILURE OF A GENERAL CONTRACTOR TO PROMPTLY PAY 

A SUBCONTRACTOR EFFECTS THE SUBS OF THE SUBCONTRACTOR AND 

SUPPLIER. A.G.C. OF ALASKA BELIEVES, INORDER TO PROMOTE FAIR 

DEALING AMONGST GOVERNMENT OWNERS, GENERAL CONTRACTORS, 

SUBCONTRACTORS AND SUPPLIERS IT IS ONLY REASONABLE TO EXPECT 

EACH SEGMENT TO PAY THEIR BILLS ON TIME.

IF  YOU HAVE ANY QUESTIONS, I WOULD BE HAPPY TO TRY AND

ANSWER THEM.




