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0-1/28/94 0S: S3 09072796834 ADMIN ACCOUNTING JUNEAU SUPREME

FISCAL NOTE

STATE OF ALASKA BILL NO. C5SB161 (FIN)

1994 LEGISLATIVE SESSION
Revision Date: 04/27/94 Dept. Affected Alaska Court System

Tide: An Act relating te Interest rates and calculations of BRU: Trial Courts

Interest under cortain judgments and decrees— Components:

Sponsor By request of the Governor

Requestor COMPONENT SERIAL NO. = 768

EXPENDITU RES/REVENUES (Thousands of Dollars)
OPERATING EXPENDITURES FY) 95 FY96 FY 97 FY 98 FY 99
PERSONAL SERVICES I 7.8 15.6 15.6 15.6 15.6
TRAVEL |
CONTRACTUAL | 5.0 *
SUPPLIES |
EQUIPMENT |
LAND & STRUCTURES |

|

|

GRANTS & CLAIMS

TOTAL OPERATING 27.6 15.6 | 15.6 15.6 15.6
CAPITAL EXPENDITURE"
CHANGE IN REVENUES ( ) |

FUND SOURCE (Thousands of Dollars)

1002 Federal Receipts
1003 GF Match

1004 GF | 27.6 15.6 15.6 15.6 15.6
1005 GF/Program Receipts i
1006 GF/MHT1A 1
Other 1
TOTAL I 27.5 15.6 15.6 15.6 15.6
POSITIONS

FULL-TIME

PART-TIME 1

TEMPORARY !

Estimate of current year (FY 94)cost $ None

ANALYSIS: (Attach a separate page if necessary)
See attached analysis.

Prepared by: C. S. Christensen 111 Staff Counsel t/r s . Phone:
Agency: Alaska Court System Date:

Approved by:  Arthur H. Snowdeniill. Administrative Director
Agency: Alaska Court System Date;

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'9 LEGISLATIVE OFFICE

Rev 8/93

(2)002/003

FYO0O
15.6

15.6

15.6

15.6

264-8228

04/28/94

04/28/94

Page 1 of 3



ALASKA COURT SYSTEM
cssB 161 IFin)
FISCAL ANALYSIS

At the present time, prejudgment and postjudgment interest on civil judgments isfixed
in statute at a rate J 10.5 percent per year. Because the rate is fixed in statute and
is the same for both prejudgment and postjudgment interest, only one interest
calculation per case is required.

CSSB 161 (FIN) provides that the rate of interest will change annually, to reflect a
specific market rate. Because the rate for prejudgment interest will be a rate that was
in effect years earlier at the time of the injury or harm, the court system will need to
keep track of interest rates ovtr time. This also means that the bill will require
multiple interest calculations per defendant, rather than the current single calculation.
The exact number of calculations will depend on how many years passed between the
time of the injury or harm, and the payment of the final judgment; there will be a
separate calculation for each year. Any increase in the njmber or complexity of
interest calculations is significant, because the court system currently performs over
10,000 such calculations per year. Additional clerical time will be necessitated by
CSSB 161 (FIN) because of the increased volume of interest calculations.

page 2 of 3



04/28/94 09:05 S 9072796884 ADMIN ACCOUNTING ¢ JUNEAU SUPREME ©001/001

Alaska Court System
CSSB 161 (RSI1
Fiscal Analysis

The proposed annual revision of jstatutory interest rates will require the reissue and updating of public
information pamphlets, internal-use instructional manuals and forms. In the past, the cost of revisions was
minimal because interest rates changed infrequently.

The court system provides informational pamphlets to litigants. At present, these manuals refer to the current
statutory Interest rate. Passage of this bill will necessitate deleting references to specific interest ratBS in
these pamphlets. To avoid an apnual reissuance of the pamphlets, Interest rate information will be provided
as a single sheet attachment to i;he pamphlets.

Court system desk manuals andiforms will also have to be revised annually to reflect current interest rates.

Personal Services $15,580

Overtime for clerical staff using salary and benefits for an Anchorage range 10A for an additional 4
minutes for approximately 10,00,0 computations per year. (Effective date 1/1/95 -1/2 cost 1st year)

Contractual (one-time cost) 5,000

Programming costs to add a multiple Interest rates and expanded reporting capabilities to the
interest calculation program.

Supplies (onertime cost) 14,850

Revision of "Execution Procedure for Judgment Creditor* pamphlet 7,400
One-time raissue of pamphlet. 44 pages, at estimated cost of 1C per
page, 10,000 pamphlets and mailing costs

Revision of ""Judgment Debtor Booklet* 6,200
One-time reissue of pamphlet, 32 pages, at estimated cost of 1C per
oage, 10,000 pamphlets and mailing costs

Revision of "Executions™ and "'Small Claims* manuals 750
One-time reissue of manugls to add Instructions on annual recalculation
of Interest
Revision of Pre-judgment Computation and Small Claims Default Cases forms 500
Estimate-- Total On-going Cost S15,580

Estimated Total First Year Cost $27,640



FISCAL NOTE

STATE OF ALASKA
1994 LEGISLATIVE SESSION

Revision Date:

Title: Interest Rates: Judgments/Taxes/Royalties
Sponsor. (S) Rules by Request of Governor
Requestor: (S) FIN

Expenditures/Revenues:

OPERATING FY95
PERSONAL SERVICES

TRAVEL

CONTRACTUAL

SUPPLIES

EQUIPMENT

LAND & STRUCTURES

GRANTS. CLAIMS

MISCELLANEOUS

TOTAL OPERATING 0.0

ICAPITAL

REVENUE FUND SOURCE:

FUND'NG:

1002 Federal Receiots

1003 GF Match

1004 GF

1005 GF/Program Receipts

1006 GF/MHTIA

Other

TOTAL 0.0

POSITIONS:

Ifulltime

|PART-1 'xr

iTEMPOF

Estimate of current /ear (FY94) impact: S 0.0

ANALYSIS: (Attach a separate page if necessary.)

See Attached

Larry E. Meyers —
Income and Excise Audit— =

Prepared by:
Division:
Approved by Commissioner: Darrel J. Rexwinkel

Agency: Department of Revdnue

FY96

0.0

0.0

BILL NO- C23Bw (™)

Dept. Affected: Revenue

BRU: Revenue Operations
Component: Income & Excise Audit
COMPONENT SERIAL NO. V73

(Thousands of Dollars)
FYo7 FYos FY99 FY00

0.0 0.0 0.0 0.0

(Thousands of Dollars)

LO 0.0 0.0 0.0

Phone: 465-2320

I

A X) Date: Ap-il 28. 1994
Date: April 28. 994

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'’S LEGISLATIVE OFFICE
For further distribution information call the Governor's Legislative Office

(Rev 11D3) 94tiscal.me/lal

bScsblIBI.Int
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FISCAL NOTE

STATE OF ALASKA
1994 LEGISLATIVE SESSION

Revision Date:
Title:

o( interest under certain judgments

>0Nnsor;
Requestor:

V.n Act relating to interest rates and calculation

Rules Committee
(S) Fin

Expenditures/Revenues

OPERATIN j EXPENDITURES FY95 FY96
PERSONAL SERVICES 0.0 0.0
TRAVEL 0.0 0.0
CONTRACTUAL 0.0 0.0
SUPPLES 0.0 0.0
EQUIPMENT 0.0 0.0
LAND & STRUCTURES 0.0 0.0
GRANTS, CLAIMS 0.0 0.0
MISCELLANEOUS 0.0 0.0
TOTAL OPERATING 0.0 0.0
CAPITAL EXPENDITURES 0.0 0.0
CHANGE IN REVENUES ( ) 0.0 0.0

FUNDSOURCE

1002 Federal Receipts 0.0 0.0
1003 GF Match 0.0 0.0
1004 GF 0.0 0.0
1005 GF/Program Receipts 0.0 0.0
1006 GF/MHTIA 0.0 0.0
Other 0.0 0.0
Total 0.0 0.0
Estimate of current year (FY94) cost: none
POSMONS:
FULL-TIME 0 0
PART-TIME 0 0
TEMPORARY 0 0
ANALYSIS: (Attach a separate page if necessary)

Prepared by:
Division:

Approved by Commissioner:

Agency:

(flic 1023 m

Don Wanie, Director
Finance

Nancy Bear Usera
Administration

Dept. Altoclod:

_BRU

Component:

Administration

COMPONENT SERIAL NO.

(Thousands of Dollars)

FY97
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0

0.0

0.0

FY98

0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0

0.0

0.0

(Thousands of Dollars)

0.0
0.0
0.0
0.0
0.0
0.0
0.0

(=)

0.0
0.0
0.0
0.0
0.0
0.0
0.0

o

Date:

FY99

0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0

0.0

0.0

0.0
0.0
0.0
0.0
0.0
0.0
0.0

(@)

Phone: 465-2240
Date:

/

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE

For further distribution information call the Governor's Legislative Office

BILL NO. CSSB 161 (Fin)

FYO00
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0
0.0

0.0

0.0

0.0
0.0
0.0
0.0
0.0
0.0
0.0

(@)

?7</

Pago | ol |



FISCAL NOTE

STATE OF ALASKA
1994 LEGISLATIVE SESSION

Revision Oale:

Title: Interest Rates: Judgi:ients/Taxes/Royalties
Sponsor: (S) Rules by Request of Governor
Requestor: (S) FIN

Expenditures/Revenues:
OPERATING FY95
PERSONAL SERVICES

TRAVEL

CONTRACTUAL

SUPPLIES

EQUIPMENT

LAND & STRUCTURES

GRANTS. CLAIMS

MISCELLANEOUS

TOTAL OPERATING 0.0

'‘capital

Ir EVENUE FUND SOURCE: 1

FUNDING:

1002 Federal ReceiDts
1003 GF Match

1004 GF

1005 GF/Program Receipts
1006 GF/MHTIA

Other

TOTAL 0.0

POSITIONS:

IFULL-TIME
lpart-time
(TEMPORARY

Estimate of current year (FY94) impact: S 0.0

ANALYSIS: (Attach a separate page if necessary.)

See Attached

Prepared by: Larry E. Mevers

Division: Income and Excise Audit----\
Approved by Commissioner: Darrel J. Rexwinkel
Agency: Department of Revenue

BILL NO.

cssB 161 (FIN)

Dept. Affected: Revenue

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR’S LEGISLATIVE OFFICE

"BRU: Revenue Operations
Component: Income & Excise Audit
COMPONENT SERIAL NO. 113
(Thousands of Dollars)
FY96 FY97 FY98 FY99 FY00
0.0 0.0 0.0 0.0
1
(Thousands of Dollars)
0.0 0.0 0.0 0.0
Phone: 465-2320
/) 1] /) Date: April 28. 1994
Date: April 26. 1994
For further distribution information call the Governor's Legislative Office
Page 1 Of 2

(Rev 11/93) 94liscal.m*lal

bic:s0i6L.(n
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CSSB 161 (FIN)

Interest Rates: Judgments/Taxes/Royalties
April 28, 1994

Page 2 of 2

Bill Analysis

This legislation would change the interest rate paid by the State for underpayment and
overpayment of taxes, royalty or net profit shares. The current interest rate used by the State
is11% compounded quarterly (AS 43.05.225 provides interest at 5 percentage points above
the federal reserve discount rate to member banks or 11%, whichever is greater). This
legislation would reduce that to 2 percentage points above the federal reserve rate for
overpayments (refunds) and 5 percentage points above the federal reserve rate for
underpayments (delinquencies). This hill repeals the minimum rate of 11 percent provision
currently in statute.

100:cp0161ill



FISCAL NOTE

BILL NO. cssB 161 (Fin)

STATE OF ALASKA
1994 LEGISLATIVE SESSION

Revision Date:

Title: "An Act relating to interest rates and calculation
of interest under certain judgments .

Sponsor: Rules Committee

Requestor: (St Fin

Expenditures/Revenues

OPERATING EXPENDITURES FY95 FY96
PERSONAL SERVICES 0.0
TRAVEL 0.0
CONTRACTUAL 0.0
SUPPLIES 0.0
EQUIPMENT 0.0
LAND & STRUCTURES 0.0
GRANTS, CLAIMS 0.0
MISCELLANEOUS 0.0
TOTAL OPERATING 0.0
CAPITAL EXPENDITURES 0.0 0
CHANGE IN REVENUES ( ) 0.0 0

FUND SOURCE
1002 Federal Receipts 0.0
1003 GF Match 0.0
1004 GF 0.0
1005 GF/Program Receipts 0.0
1006 GF/MHTIA 0.0
Other 0.0
Total 0.0
Estimate of current year (FY94) cosf: none
POSmMONS:
FULL-TIME 0
PART-TIME 0
TEMPORARY 0

ANALYSIS: (Attach a separate page if necessary)

Prepared by: Don Wanie, Director
Division: Finance

Approved by Commissioner: Nancy Bear Usora’sf
Agoncy: Administration

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE

©O O O O O o o o o
O O O O O o o o o

O O O O O o o
O O O O O o o

Dopi. Allociod:

BRU

Componer ¢

Administration
Finance
Finance

COMPONENT SERIAL NO.

(Thousands of Dollars)

FY97
n

©O O O © o o o

coobooboo

FY98

O O O O O O O o o
O O O O O O o o o

(Thousands of Dollars)

0

O O O O o o
© O O O o o

.0

0

O O O o o o
O O O O o o o

59

FY99

O O O OO0 ©O o o o
O O O OO O o oo

O O O O o o o
O O O O o o o

Phono: 465-2240

Date:

Date:

For further distribution information call tho Govornor's Legislative Office

7/

FYO0O
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o
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O O O O O o o
O O O O o oo
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STATE OF ALASKA
1194 LEGISLATIVE SESSION

Revision Date;

Title:  “An Act relating to interest rates and calculation of

interest under certain judgements .. *
Sponsor:  Rules Committee

Requestor (S) FIN

EXPENDITURES/REVENUES:

OPERATING FY 95
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS
TOTAL OPERATING 0

CAPITAL EXPENDITURES 0

CHANGE IN REVENUES ()

FUNDING SOURCE:
1002 Federal Receipts

1003 GF Match

104 GF

1005 GF/Program Receipts

1006 GF/MHTIA

OTHER

TOTAL 0
Estimate of any current year (FY 94) cost: $ 0
POSITIONS:

FULL-TIME 0
PART-TIME 0
TEMPORARY 0

ANALYSIS: (Attach a separate page if necessary.)

See attached.

Prepared by: J. Brad Thompson. Director
Division: Risk Manaoement

Approved by Commissioner Nancy Bear Usera ]

Agency: Department of Administration

FISCAL NOTE

FY 9%

BILL NO. CSSB

Department Affected:  Administration
BRU: Risk Management
Component:  Risk Management
COMPONENT SERIAL NO. 71

(Thousands of Dollars)

FY 97 FY 98
0 0
0 0

(Thousands of Dollars)

0 0
0 0
0 0
0 0

__________ -Phone:  465-5723
Date:

Date:

161 (FIN)

FY 9

o

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
For further distribution information call the Governor's Legislative Office

Rev 01/94
1.VES54/9.070I0 kp

Page _1
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STATE OF ALASKA BILL NUMBER: CS S3 1CL (STA)

1994 LEGISLATIVE SESSIONFISCAL NOTE

Revision Dale:  04/08/93 Department Affected: DOT&PF

Title: Interest Rates: Judgments/Taxcs/Royalties BRU:

Sponsor. Rules Component:  All 3 Regional D&Cs
Requestor Governor Component Serial Number:
EXPENDITURES/REVENUES: (Thousands of Dollars)

OPERATING FY95 FY96 FYQ7 FY98 FY99 FY00
PERSONAL SERVICES 0 0 0 0 0 0
TRAVEL 0 0 0 0 0 0
CONTRACTUAL 0 0 0 0 0 0
SUPPLIES 0 0 0 0 0 0
EQUIPMENT 0 0 0 0 0 0
LAND & STRUCTURES 0 0 0 0 0 0
GRANTS. CLAIMS 0 0 0 0 0 0
MISCELLANEOUS 0 0 0 0 0 0
TOTAL OPERATING: 0 0 0 0 0 0
CAPITAL 1 o . 0 L0 0 0 0
REVENUE FUND SOURCE i 0 . .0 0 0 0 0

FUNDING:  (Thousands of Dollars')

1002 FEDERAL RECEIPTS 0 0 0 0 0 0
1003 GF MATCH 0 0 0 0 0 0
1004 GF 0 0 0 0 0 0
1005 GF/PROGRAM RECEIPTS 0 0 0 c 0 0
1006 GF/MHTIA 0 0 0 0 0 0
OTHER 0 0 0 0 0 0
TOTAL FUNDING: 0 0 0 0 0 0
POSITIONS

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

Estimate of current year (FY94) impact: SO

ANALYSIS: (Attach a separate page if necessary)
While there would be some fiscal benefit, it would have no net decrease or increase to departmental

operating budgets. The benefit would be in the form of lower overall costs on capital projects. As we currently
receive the majority of our capital funds in annual federal appropriations (highway and aviation), savings in any
particular project are simply reassigned to other projects. It is very difficult to anticipate which projects would
incur claims which might lead to interest payments, or to estimate the magnitude of these payments on a program
basis. For this reason, we have prepared a zero fiscal note.

Prepared bv; Jeffrev C. Ottesen Phone:  465-2951
Division: Engineering & Operations Stapdards Date: November 23, 1993
Approved by Commissioner ( LbBh Phone: 465-3901
Bruce A. Campbeljr
Agency:  Department of Transportation and Public Facilities Date: November 24, 1993

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
For further distribution information call the Governor's Legislative Office

Page 1 of 1



STATE OF ALASKA
1994 LEGISLATIVE SESSION

Revision Date:

Title: 'An Act relating h interestrates and calculation of

interest under certain judgements.

Sponsor:  Rules Committee

FISCAL NOTE

BILL NO. CSSB

Department Affected: Administration

BRU: Risk Management

Component: Risk Management

Requestor. (S) FIN

COMPONENT SERIAL NO. _71

EXPENDITURES/REVENUES:

OPERATING FY 9%
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS

TOTAL OPERATING 0
CAPITAL EXPENDITURES 0
CHANGE INREVENUES () 0

FUNDING SOURCE:

(Thousands of Dollars)

FY 96 FY 97 FY 98
0 0 0
0 0 0
0 0 0

(Thousands of Dollars)

1002 Federal Receipts

1003 GF Match

1004 GF

1005 GF/Program Receipts

1006 GF/MHTIA

OTHER

TOTAL 0

Estimate of any current year (FY 94) cost: $ 0

POSITIONS:
FULL-TIME
PART-TIME

TEMPORARY 0

ANALYSIS: (Attach a separate page if necessary.)

See attached.

Prepared by: J. Brad Thompson. Director
Division: Risk Management

Approved by Commissioner Nancy Bear Usera

Agency: Deperiment of Administration

0 0 0
H e
R e Phone: 465-5723
f Date:
/
Date:

IfI1 (FIN)

FY 99

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE

For further distribution information call the Governor’s Legislative Office

Rev 01/94
MEG34,9.07010kp
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FISCAL NOTE

STATE OF ALASKA BILL NO. CSSB 161 (FIN)
1994 LEGISLATIVE SESSION

ANALYSIS: (continued)

Amending the rate of prejudgment interest from the present 10.5 percent rate to the market rate for fifty-two week United State Treasury bills will reduce
future settlements and judgments paid by Risk Management on tort claims filed against state agencies.

The extent of future interest savings on tort claims not yet filed is not possible to predict. Setting the interest rate to prevailing market conditions will also
remove any economic incentives to either party to delay the ultimate resolution of the claim or civil action.

Risk Management loss funding is collected through interagency receipts of premiums assessed each agency. In future years, Risk Management liability
premium assessments will reflect the savings realized as our premiums are based on actual claims expenses incurred.

I/LEG94/9/07010.kp/2 Page 2 of_2



STATE OF ALASKA BILL NUMBER: CS SB 161 (STA)

1994 LEGISLATIVE SESSIOW:ISCAL NOTE

Revision Date:  04/08/93 Department Affe :ted: DOT&PF

itle: Interest Rates: Judgments/Taxcs/Royaitics BRU:

Sponsor: Rules Componei.;:  All 3 Regional D&Cs
Requestor Governor Component Serial Number:
EXPENDITURES/REVENUES: (Thousands of Dollars)

OPERATING FY95 FY96 FYO97 FY98 FY99 FYOO
PERSONAL SERVICES 0 0 0 0 0 0
TRAVEL 0 0 0 0 0 0
CONTRACTUAL 0 0 0 0 0 0
SUPPLIES 0 0 0 0 0 0
EQUIPMENT 0 0 0 0 0 0
LAND & STRUCTURES 0 0 0 0 0 0
GRANTS. CLAIMS 0 0 0 0 0 0
MISCELLANEOUS 0 0 0 0 0 0
TOTAL OPERATING: 0 0 0 0 0 0
CAPITAL 1 0 0 0 0 0 0
REVENUE FUND SOURCE 0 0 0 P 0 0 1
FUNDING:  (Thousands of Dollars)

1002 FEDERAL RECEIPTS 0 0 0 0 0 0
1003 GF MATCH 0 0 0 0 0 0
1004 GF 0 0 0 0 0 0
1005 GF/PROGRAM RECEIPTS 0 0 0 0 0 0
1006 GF/MHTIA 0 0 0 0 0 0
OTHER 0 0 0 0 0 0
TOTAL FUNDING: 0 0 0 0 0 0
POSITIONS

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

Estimate of current year (FY94) impact: SO

ANALYSIS: (Attach a separate page if necessary)

While there would be some fiscal benefit, it would have no net decrease or increase to departmental

operating budgets. The benefit would be in the form of lower overall costs on capital projects. As we currently
receive the majority of our capital funds in annual federal appropriations (highway and aviation), savings in any
particular project are simply reassigned to other projects. Itis very difficult to anticipate which projects would
incur claims which might lead to interest payments, or to estimate the magnitude of these payments on a program
basis. For this reason, we have prepared a zero fiscal note.

Prepared by: Jeffrey C. Ottesen Phone:  465-2951
Division: Engineering & Operations Standards ~ /1/} Date:  November 23,1993
Approved by Commissioner Phone: 465-3901
Jruce A. Campbcl]
Agency:  Department of Transportation and Public Facilities Date: November 24, 1993

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
For further distribution information call the Governor's Legislative Office

Page 1 of 1



STATE OF ALASKA
1994 LEGISLATIVE SESSION

Revision Date: December 16. 1993

Title: "An Act relating to interest rates and_____
calculation of interest.-.iudaments..."

Sponsor: Rules Committee/Rea, of the Governor
Requestor: Governor's Office

EXPENDITURES/REVENUES:

OPERATING
PERSONAL
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND &
GRANTS, CLAIMS
MISCELLANEQOUS
TOTAL OPERATING -0- -0-

FY 95 FY 96

CAPITAL
REVENUE

FUNDING:

1002 Federal

1003 GF Match

1004 GF

1005 GF/Program

1006 GF/MHTIA

OTHER

TOTAL -0- -0-
POSITIONS:

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

TEMPORARY

Estimate of current year (FY94) impact: -O-

ANALYSIS:
Please see the attached analysis.

T | FR o S ——

. =0
Prepared by: Richard I. Peaues. Direcjtor
Division: Administrative S@mwiices DiQision > V)

(Attach a separate page if necessary.)

<shT2cl)

FISCAL NOTE

BILL NO. CSSB 161 (STA)

Department Affected: Department of Law
BRU: Leoal Services

Component: Operations

COMPONENT SERIAL NO. 0093

FY 97 FY 98 FY 9P
-0- -0- -0-
-0- -0- -0-
-0- -0- -0-

Phone: 465-3672
jDate: December 16. 1993

" /\ I
Approved by Commissioner: fCﬁa\rllel's E Cole, Attorney Gen]é)ral

Agency: Department of Law

Date: December 16. 1993

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
For further distribution information call the Governor's Legislative Office

Rev 11/93

Page

1
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FISCAL NOTE

STATE OF ALASKA BILL NO. CSSB 161 (STA)
1994 LEGISLATIVE SESSION

ANALYSIS CONTINUATION:

The State Affairs Committee Substitute for SB 161 would amend AS 09.30 by changing the rate of prejudgment
interest and interest paid on judgments and decrees, issued by Alaska Courts, from 10.5 percent to the market rate for
fity-two week United States Treasury bills. The bill would also lower the rate of interest payable by the state on
overpayments of taxes under AS 43 and royalty and net profit shares under AS 38, and the bill would set standards for
the payment of interest on the refund of tax overpayments paid by municipalities. These changes should have substantial

cost savings for the stats.

For instance, last year's supplemental appropriation to the Department of Law to pay judgments included
$80,513.69 in interest costs at the existing 10.5 percent rate. However, the average market rate for 52-week treasury
bills, for calendar year 1992, was 3.75 percent. Thus, the state would have saved more than $51,000 if the interest paid
on judgments had been based on real world market rates, rather than the arbitrary amount that is now set by statute.
Even greater savings would accrue to the Division of Risk Management and the Department of Transportation and Public
Facilities if market rate interest was applied to judgments and settlements growing out of personal injuiy claims, and
eminent domain and con >truction claims disputes.

You will note that this analysis does not show a cost savings because the Department of Law's budget does not
contain funds to pay judgments and because it is impossible to predict the amount of the supplemental appropriations that

will be needed to pay future years’ judgments.

Page 2 of 2
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Please amend CSSB 161 (FIN) work draft 8-GS1024\1 Luckhaupt 4/28/94
by the following amendments:

offered by Senator Rieger -

conceptual amendment 2:

pg 3, lines 2 and pg 3, line 15
underpayments at index plus 5 and
In sections 4 and 6

overpayments at index plus 2.

Senator Sharp amended that amendment by:
delete on pg 3, line 4 & 5
"at the annual rate of 11 percent, whichever 1is greater”

delete the same phrase on page 3, line 17
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CS FOR SENATE BILL NO. 161( )
IN THE LEGISLATURE OF THE STATE OF ALASKA

EIGHTEENTH LEGISLATURE - SECOND SESSION

BY

Offered:
Referred:

Sponsors): SENATE RULES COMMITTEE BY REQUEST OF THE GOVERNOR

A BILL
FOR AN ACT ENTITLED
"An Act relating to interest rates and calculation of interest ukder certain
judgments and decrees and on refunds of certain taxes, royalties, or net profit

shares; and providing for an effective date."”

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 09.30.070 is repealed and reenacted to read:

Sec. 09.30.070. INTEREST ON JUDGMENTS; PREJUDGMENT INTEREST,
(a) Interest shall accrue on judgments and decrees for the payment of money. Interest
for each calendar year shall be calculated from the date of entry of the judgment or
decree, at the rate determined by the commissioner of revenue under (b) of this section
for that calendar year, except that a judgment or decree founded on a contract in
writing, providing for an interest rate not exceeding the legal rate of interest for thar
type of contract, bears interest at the rate specified in the contract if the interest rate
is set out in the judgment or decree.

(b) Not later than December 15 of each year the commissioner of revenue shall

o CSSB 161/ )
ivev Texr Underlined [DELETED TEXT 3RACXETED]
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determine the interest rate to be applied to judgments and decrees for the payment of
money for the following calendar year. The rate shall be set at an amount equal to the
average coupon issue yield equivalent, as determined by the secretary of the United
States Treasury, of the average accepted auction price for auctions of 52-week: United
States’ Treasury bills settled during the immediate December duough November before
the determination, rounded to the nearest 1/100 percent. The commissioner of revenue
shall communicate this rate to the administrative director of the Alaska court system
and to the revisor of statutes. The Alaska court system shall distribute notice of the
interest rate.

(c) Except when the court finds that the parties have agreed otherwise,
prejudgment interest shall be awarded on a money judgment. Prejudgment interest
accrues from the date of injury or harm. Prejudgment interest for each calendar year
from the date of injury or harm to the date of judgment shall be calculated at the rate
determined by the commissioner of revenue under (b) of this section for that calendar
year.

(d) Interest shall be computed daily to the date of payment and may not be

compounded.

* Sec. 2. AS 29.45.500(b) is amended to read:

(b) If, in payment of taxes legally imposed, a remittance by a taxpayer through

error or otherwise exceeds the amount due, and the municipality, on audit of the
account in question, is satisfied that this is the case, the municipality shall refund the
excess to the taxpayer. The refund of the excess shall include payment of [WITH]
interest on the excess tax payment computed from the date the municipality
received the excess t\x payment to the date the municipality paid the refund, at
a rate equal to the average closing market yield equivalent of 52-week United
States’ Treasury bills as of the la?t business dav of the calendar quarter
immediately preceding the date the refund is made rounded to the nearest 1/100
percent [AT EIGHT PERCENT FROM THE DATE OF PAYMENT]. A claim for

refund filed one year after the due date of the tax is forever barred.

* Sec. 3. AS 38.05.135(d) is amended to read:

(d) Ifaroyalty or net profit share payment to which the state is entitled under

CSSB 161/ ) -
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AS 38.05.135 - 38.05.181 is not paid when it becomes due under (c) of this section,
the royalty or payment bears interest in a calendar quarter at the rate of two [FIVE]
percentage points above the annual rate charged member banks for advances by the
12th Federal Reserve District as of the first day of that calendar quarter, or at the
annual rate cf 11 percent, whichever is greater, compounded quarterly as of the last
day of that quarter.

* Sec. 4. AS 38.05.135(e) is repealed and reenacted to read:

(e) If a royalty or net profit share payment to which the state is entitled under

AS 38.05.135 - 38.05.181 is overpaid, the amount overpaid bears interest in a calendar
quarter at the rate of two percentage points above the annual rate charged member
banks for advances by the 12th Federal Reserve District as of the first day of that
calendar quarter, compounded quarterly as of the last day of that quarter.

* Sec. 5. AS 43.05.225(1) is amended to read:

(1) when a tax levied in this title becomes delinquent, it bears interest
in a calendar quarter at the rate of two [FIVE] percentage points above the annual rate
charged member banks for advances by'the 12th Federal Reserve District as of the first
day of that calendar quarter, or at the annual rate of 11 percent, whichever is greater,
compounded quarterly as of the iast day of that quarter;

* Sec. 6. AS 43.05.280(a) is repealed and reenacted to read:

(@) If a tax levied under this title is overpaid, the amount overpaid bears
interest in a calendar quarter at the rate of two percentage points above the annual rate
charged member banks for advances by the 12th Federal Reserve District as of the first
day of that calendar quarter, compounded quarterly as of the last day of that quarter.

* Sec. 7. AS 45.45.010(a) is amended to read:

(@) The rate of interest in the state is the rate determined annually bv the
commissioner of revenue under AS 09.30.070 [10.5 PERCENT A YEAR] and no
more on money after it is due except as provided in (b) of this section.

* Sec. 8. Beginning on January 1, 1995, postjudgment interest accrues under judgments or
decrees entered on or after January 1, 1995, at the rate and in the manner specified in
AS 09.30.070 as repealed and reenacted by sec. 1of this Act. Postjudgment interest accrues

under judgments or decrees entered before January 1, 1995, at the rate and in the manner

3 CSSB 161( )
New Tsxz Underlined [DELETED TEXT BRACXETED]
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specified under law in effect at the time that judgment or decree was entered.

* Sec. 9. For claims or causes of action for which judgment has not been entered before
January 1, 1995, prejudgment interest accrues before January 1, 1995, at the rate and in the
manner specified under law in effect at the time that claim or cause of action accrued. On
or after January 1, 1995, prejudgment interest accrues on that claim or cause of action at the
rate and in the manner specified in AS 09.30.070 as repealed and reenacted bv sec. 1 of this
AcL

* Sec. 10. Beginning on the effective date of this section, interest accrues on overpayments
or underpayments of royalties, net profit share payments, taxes, and on interest accrued on
them before the effective date of this Act, at the rates and in the manner specified in
AS 29.45.500(b), as amended by sec. 2 of this Act, in AS 38.05.135(d), as amended by sec.
3 of this Act, in AS 38.05.135(e), as repealed and reenacted by sec. 4 of this Act, in
AS 43.05.225(1), as amended by sec. 5 of this Act, and in AS 43.05.280(a), as repealed and
reenacted by sec. 6 of this Act.

* Sec. 11. Notwithstanding AS 09.30.070, the commissioner of revenue, by December 15,
1994, shall determine the interest rate to be applied on judgments and decrees by the method
provided in AS 09.30.070, as amended by sec. 1of this Act, for calendar year 1995, and shall
communicate that determination to the administrative director of the Alaska Court System and
the revisor of statutes.

* Sec. 12. Except for secs. 1, 7, 8, and 9 of this Act, this Act takes effect immediately
under AS 01.10.070(c).

* Sec. 13. Sections 1,7, 8, and 9 of this Act take effect January 1, 1995.

CSSB 161( ) e
New Texc Underlined [DELETED TEXT BRACKETED]



DIVISION OF LEGAL SERVICES

LEGISLATIVE AFFAIRS AGENCY

STATE OF ALASKA
(907) 465-3867 or 465-2450

FAX (907) 465-2029 130 Seward Street, Suite 409
Mail Slop 3101 Juneau, Alaska 99801-2105
MEMORANDUM Aj; J, 1994
SUBJECT: Interest Rates - CSSB 161(JUD)

(Work Order No. 8-GS1024\U.1)

TO: Senator Drue Pearce
Attn: Billy Miles

FROM: Jerry Luckhaupt<)”n
Legislative Counsel

Enclosed is the amendment you requested. It clarifies that the interest rate on those
matters affected by this bill will be "five percentage points above the 12th Federal
Reserve discount rate." The Judiciary CS uses the language "five percent above the
12th Federal Reserve discount rate” which, while seemingly meaning the same thing
as the new language, could be construed to mean that the interest rate will be five
percent of the discount rate added on to the discount rate (e.g., if the discount rate
is 3 percent, five percent of 3 percent is .15, hence a rate of 3.15 percent). The
amendment would eliminate any potential confusion in the determination of the
applicable interest rate.

GPLdmb
94-127.1mb

Enclosure
SENATE FINANCE/*
COMMITTEE (g]



AMENDMENT

OFFERED IN THE SENATE
TO: CSSB 161(JUD)

Page 1, line 9:
Delete "percent”

Insert "percentage points"

Page 2, line 6:
Delete "percent”

Insen "percentage points”

Page 2, line 23:
Delete "percent™
Insen "percentage points"

Page 3, line 3:
Delete "percent [PERCENTAGE POINTS]"

Insen "percentage points”

Page 3, line 15:
Delete "percent”

Insen "percentage points”
Page 3, lines 22 - 23:

Delete "percent [PERCENTAGE POINTS]"

Insen "percentage points”

Page 4, line 3:

8-GS1024NU.1 '
Luckhaupt
4/25/94
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Delete "percent”

Insert "percentage points”

Page 4, line 9:
Delete "percent™
Insert “percentage points"



AMENDMENT

OFFERED IN THE SENATE

TO: CSSB 161 (STA)

Page 4, line 15:

Delete "the effective date of this Act"
Insert "January 1, 1995"

Page 4, line 16:

Delete-"the effective date of this Act"
Insert "January 1, 1995"

Page 4, lines 18 - 19:

Delete "the effective date of this Act"
Insert "January 1, 1995"

Page 4, line 22:

Delete "the effective date of this Act"
Insert "January 1, 1995"

Page 4, lines 22 - 23:

Delete "the effective date of this Act"
Insert "January 1, 1995”

Page 4, line 24:

Delete "the effective date of this Act"

Insert "January 1, 1995'

$3
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SENATE FINANCE
CCMMITTEE
Amendment

Bill Number:.
Sponsor..
Logged In By:



Page 5, line 3:
Delete all material and insert:
"Sec. 11. Except for sections 1, 7, 8, and 9 of this Act, this Act
takes effect immediately under AS 01.10.070(c).

Sec. 12. Sections 1, 7, 8, and 9 of this Act take effect January
1, 1995."



Department of Transportation
and Public Facilities

POSITION
PAPER

BILLNO: SB 161 APPROVED:

TITLE:  Interest Rates: Judgments/ DATE:  March 31, 1993
Taxes/Royalties

This legislation will benefit the department in the payment of construction and property
acquisition claims and judgements, where interest is due the claimant. Under current
market conditions, a mandatory 10.5 percent rate creates a significant windfall and
could conceivably encourage procedural delays for the sole purpose of increasing the
interest payment.

The linkage O/ irterest to national market rate for borrowing, creates a fair and equitable
system for all pities. While the interest payments would be fair they will encourage
rimely settlements, for most parties would see no benefit to delaying the process in
view of more attractr e, but speculative rates which the money might be reinvested.

While there would oe some level of fiscal benefit, it would have no net decrease or
increase to departmental operating budgets. The benefit would be in the form of lower
overall construcrion costs on capital projects. As we currently receive the majority of
our capital funds in annual federal appropriations, savings in any particular project are
simply reassigned to future projects. On a program basis, these savings would not be
significant. Further, it is very difficult to anticipate which projects would incur claims
which might lead to interest payments, or to estimate the magnitude of these payments
on a program basis. For this reason, we have not prepared a fiscal note.

For Further Information contact Kuf McHugh at 465-3900.
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Municipality ANGHORAGE. ALASKA 99515-
Of (307/ 343-4431
Anchorage TOVEING

0h 1 L] _ .
OFFICE OF THE MAYOR /%id“/otL cy-rrbTi

April 25, 1594 Sy FAX 364-3360

Bcfc Evans
P.0. .;0X aO%ao
Juneau, AX S9SC2

Re: CS for Senate Sill Mo. .51 =up)
Dear Bob:

Please see the attached issue paper with regard to “he interest
rare municipalities must pay cr. rax overpayments.

The Municipality cf Anchorage is vigorously opposed to the
amendment to S3 151 requiring interest to be paid on tax refunds
at 5% above the Federal Reserve District Discount Rate. This
could require municipalities to pay an even higher race than the
8% fixed in AS 23 .45".550 (b) now |

The Municipality should net be required to pay interest on
refunds at a higher rate than it receives for its own funds, and
it would be difficult if net impossible for a municipality to
realize this kind cf return on its investments without
substantially increasing its investment risk.

Anchorage suRAports Section 2 of the bill as written in CS for
Senate 3111 Mo. 151 (STA).

ghlelre is an additional issue I'd like to address in this same
il

Section | of this bill requires interest to be paid on money
judgments and describes the race cf interest to be paid. It alec
excepts judgments founded on a written contract from the
statutory rate cf interest. We would like an additional
exception to be made fcr money judgments ?ranted for money owed
to a municipality. Sample language as follows:

If a municipality, by ordinance or resolution, has
provided that interest be charged on delinquent
municipal taxes, fees, fines or other charges, a
judgment or decree fcr municipal taxes, fees, fines or



Bob Evans
April 26, 1394
Pace |

other charges bears interest at the rate established by
the municipality and in effect at the time the judgment
is entered. This rate applies to prejudgment and
postjudgment interest;

As written, this portion of the bill will change the interest
rate charged to debtors after the municipality has filed suit and
obtained %udgmentresulnng in disparate treatment among
individuals owing the same type of debt, the only difference
being whether or not a municipality has obtained judgment. For
example, AS 23.45..250 sets the maximum interest rate
municipalities may charge for delinquent taxes. Changing pre-ar.d
postjudgment interest rates would result in unequal treatment cf
delinquent taxpayers and at current interest rates would favor
the most resistant and evasive ones. It would also penalize

municipalities for following due process to collect their
delinquent revenues.

Sincerely,

Tom rink
Att.



TITLE:

MUNICIPALITY OF ANCHORAGE
1994 LEGISLATIVE PROGRAM

LEGISLATIVE 1ISSUES

A.S.29.45.500(b) Paying Interest on Tax Remittance Refunds

To reduct expenditures by eliminating the requirement to pay
interest on certain overpayments made by taxpayers.

Amend A.S.29.45.500(b): "If,- in payment of taxes legally imposed,
a remittance by a taxpayer through error or otherwise exceeds the
amount due, and the municipality,, on audit of the account Iin
question, is satisfied that this is the case, the municipality shall
refund the excess to the taxpayer with interest from the date of
MyFflgflt at a rate equal to the average percent of return on the
municipality B Investments during the three months orior to the date
the refund Is made. [AT EIGHT PERCENT FROM THE DATE OF PAYMENT).

In 1993, the Municipality paid in excess of $20,500 in interest on
tax overpayments. It.is estimated that 36% of this amount was
through taxpayer errors, l.e., duplicate remittances by different
parties, e.g., lending Institutions and Individuals. We feel that
the Municipality should not be required to pay excessive interest ;n
what 1is essentially a voluntary overpayment by the taxpayer.

At current rates of interest, this requirement technically allows

taxpayers to "bank™ funds with the Municipality and receive a higher
than market rate of return.

Contact: Jerry Anderson

Phone:

Chief Fiscal Officer
343-6610



TITLE:

‘M U N | M G I "3 ClT -a*-J-mi x O

MUNICIPALITY OF ANCHORAGE
1994 LEGISLATIVE PROGRAM

LEGISLATIVE [1SSUES

A.S.29.45,500(b) Paying Interest on Tax Remittance Refunds

To reducs expenditures by eliminating the requirement to pay
interest on certain overpayments made by taxpayers.

Amend A.S.29.45.500(b): "If, in payment of taxes legally imposed,
a remittance by a taxpayer through error or otherwise exceeds the
amount due, and the municipality,, on audit of the account in
question, is satisfied that this is the case, the municipality snail
refund the excess to the taxpayer with interest from the date of
payment at a rate equal to the average percent of return on the
municipality % investments, during xhe three months prior to the gate
the refund is made. [AT EIGHT PERCENT FROM THE DATE OF PAYMENT].

In 1993, the Municipality paid in excess of $20,500 in interest on
tax overpayments. It is estimated that 35% of this amount was
through taxpayer errors, i.e., duplicate remittances by different
parties, e.g., lending Institutions and Individuals. We feel that
the Municipality should not be required to pay excessive interest on
what 1s essentially a voluntary overpayment by the taxpayer.

At current rates of interest, this requirement technically allows

taxpayers to "bank™ funds with the Municipality and receive a higher
than market rate of return.

Contact: . Jerry Anderson

Phone:

Chief Fiscal Officer
343-6610

6-73



PREJUDGMENT AND POSTJUDGMENT INTEREST
UNDER CSSB 161(JUD) AND SB 161

Year ~ Federal CSSB(JUD) 161 SB 161

(January) Discount Rate (Discount Rate (Coupon Yield

Plus 5%) Equivalent)
1994 3.00% 8.00% 3. 49%
1993 3.00% 8 .00% 3.93%
1992 3.50% 8.50% 6.08%
1991 6.50% 11.50% 7.75%
1990 7.00% 12.00% 7.66%
1989 6.50% 11.50% 7.20%
1988 6.00« 11.00Y% 7.20%
1987 5.50% 10.50% 5.93%
1986 7.50% 12.50% 7.57%

1985 8 .00 13.00% 9. 08%



WALTER J. HICKEL - :
p.a. Box iioooi

GOVERNOR
Juneau. Alaska S9SII-GCOI
(SG7jJ63-35CG

S tate of A 1 aska
orrrcE of the governor

Joxjea a

March 12, 1993

The Honorable Rick Halford
President o fthe Senate
Alaska State Legislature
State Capitol

Juneau, AK 99801-1182

Dear Mr. President:

Underthe authority ofart. Hi, sec. 18 o fthe Alaska Constitution, /am transmiting a bill
relating to statutory interestrates. This bill would change the rate ofprejudgment
interest and interestpaid onjudgments and decrees, issued by Alaska courts, from 10.5
percentto the marketrate for certain investments. The b ill would a/so lower the rate of
interestpayable by the state on overpayments o ftaxes underAS 43 and royalty and net
profit shares underAS 38. Both changes should have substantial costsavings for the

state.

As to interest on courtjudgments and decrees, AS 09.30.070 presently requires thatthe
rate ofinterestis 10.5percentayear, uess a differentlawfulrate was established by
written contractbetween the parties.. Additionally, prejudgmentinterestis also paid at
the 10.5percentrate. Currently, these statutory rates substantally exceed the present
marketrate forinvestments. The resultis a bonanza forindividuals who receive a
favorable judgment. Also, with the statutory interestrate being fixed, the rate does not
autom atically respond to marketrate increases during periods o fhigh fflation,
exceeding the 10.5percentage rate. Theresultis thatthe individual who prevails
suffers an additonalloss when ajudgmentor decree is nottimelypaid oris paid in
installm ents.

Section 1ofthe billremedies these problems by requiring thatinterestrates on
judgments and prejudgmentinterestbe setatthe marketrate for the sale offederal



The Honorable Rick Halford
Page 2

treasury bills. The bill would continue to allow individuals to establish a different interest
rate onjudgmentby agreement, so long as the rate is notusurious, under state law.
Section 1o fthe billalso makes changes relating to the calculation o finterest.

Section 2 o fthe billchanges the interestrate payable by the state on refunds of
overpaid taxes underAS 43 and natural resources royaltes and netprofit shares under
AS 38. The billamends AS 38.05.135(e) and AS 43.05.280(a) by reducing the interest
rate payable by the state on refunds o fthese overpaid taxes, royaltes, and netprofit
shares from five points to two points overthe quarterly FederalReserve discount rate.
The present five percentage points over the FederalReserve discountrate for both
underpaymentand overpayment was designed as an across-the-board interest rate
increase to discourage underpayment o fthese sums by those obligated to make those
payments. Whie having thatintended effect, itis also establishing the state as a
favorable depository ofinvestment funds yielding a much higherrate o finterest than any
other savings in banking institutons. The paymento fthose \high yields is coming
directly out o fthe state treasury and is notapmadentuse o fstate resources in these

years o fdeclining available state revenue.

This b ill would leave in place the provisions that discourage underpayment to the state,

while removing the incentive to achieve high yields by overpaying. Also, the billprotects
taxpayers in thatif the overpayment was made in response to a correction made by the
applicable department, the state would pay a higherinterestrate, as already provided in

statute.
/ urge yourprom pt consideration and passage o fthis bill.

Sincerely,



L--ATE COMMITTEE R 1.
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DATE TURNED INTO OFFICE: £ /

JUDICIARY Committee considered SENATE BILL NO. 161

"An Act relating to interest rates and calculation of interest under certain judgments and decrees
and on refunds of certain taxes, royalties, or net profit shares; and providing for an effective date."

and recommends It

be replaced with

and recommends:
[7*Esame title

[/~replace with CS A/ <4”™ > [ ] newtitle

. [ ]technical
or [ ] adopt previous. CS title change
[ ] attaches amendment(s) and report It (HB only)
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FISCAL NOTE

STATE OF ALASKA BILL NO. B
1994 LEGISLATIVE SESSION

Revision Date: January 3, 1994 Dept. Affected: Revenue
Title: Rates of Interest on Judgements and Tax Overpayments BRU: Revenue Operations

Component: Oil & Gas & Income & Excise Audit

Sponsor: Governor

Requestor: Senate Judiciary COMPONENT SERIAL NO. 115 & 113

Expenditures/Revenues: (Thousands of Dollars)

OPERATING FY95 FY96 FY97 FY98 FY99
PERSONAL SERVICES

TRAVEL

CONTRACTUAL

SUPPLIES

EQUIPMENT

LAND & STRUCTURES

GRANTS. CLAIMS

MISCELLANEOQOUS

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0

CAPITAL

REVENUE FUND SOURCE:

FUNDING: (Thousands of Dollars)

1002 Federal Receipts

1003 GF Match -
1004 GF

1005 GF/Program Receipts

1006 GF/MHTIA

Other

TOTAL 0.0 0.0 0.0 0.0 0.0
POSITIONS:

FULL-TIME
PART-TIME
TEMPORARY

Estimate of current year (FY94) impact: S 0.0

ANALYSIS: (Attach a separate page if necessary.]

SEE ATTACHED

Prepared by: T'Larry E. Meyers Phone: 465-2320
Division: Income and Excise Audit D(vtsiorT n /~) / Date: January 3. 1994
Approvec Darrel J. Rexwinkel Date: January 3, 1994
Agency: Department of Revenue/

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR S LEGISLATIVE OFFICE
For further distribution information call the Governor's Legislative Office

(Rev 11/93) 94liscal.nta/Ul Page 1 of

1

FYoo

0.0

0.0



SB 161 Fiscal Note Analysis

ANALYSIS OF REDUCED INTEREST FOR OVERPAYMENT OF TAXES, ROYALTIES AND NET PROFIT SHARE

This legislation would reduce the interest rate paid by the State for overpayment of taxes, royalty or net
profit shares. The interest rate currently paid is 5 percentage points above the federal reserve discount rate
to member banks or 11%, whichever is greater. This legislation would reduce that to 2 percentage points
above the federal reserve rate. This bill also repeals a minimum rate of 11 percent paid on overpayment.

The revenue impact of this legislation would be determined by the savings that will result from the
difference which would be paid under the lower market interest rates rather than the previously prescribed
minimum interest rate. The current minimum interest paid could be considered an attractive investment in
today’s economy. The savings in interest payments on a $1 million overpayment for a single fiscal year
could range from $32.2 to $129.3 depending upon the interest rates at the time.



FISCAL NOTE REARRR

STATE OF ALASKA BILL NO. CSSB 161 (STA)
1994 LEGISLATIVE SESSION

Revision Date Dept. Altected:  Administration

Title: ‘An Act relating to interest rates and calculation  BRLt Finance

of interest under certain judgments Component: Rnance
Sponsor: Rules Committee
Requestor: (S) Jud COMPONENT SERIAL NO. 59
Expenditures/Revenues (Thousands of Dollars)

OPERATING EXPENDITURES FY95 FY96 FY97 FYo8 FY99 FY00
PERSONAL SERVICES 0.0 0.0 0.0 0.0 0.0 0.0
TRAVEL 0.0 0.0 0.0 0.0 0.0 0.0
CONTRACTUAL 0.0 0.0 0.0 0.0 0.0 0.0
SUPPLES 0.0 0.0 0.0 0.0 0.0 0.0
EQUIPMENT 0.0 0.0 0.0 0.0 0.0 0.0
LAND & STRUCTURES 0.0 0.0 0.0 0.0 0.0 0.0
GRANTS, CLAIMS 0.0 0.0 0.0 0.0 0.0 0.0
MISCELLANEOUS 0.0 0.0 0.0 0.0 0.0 0.0
TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0
CAPITAL EXPENDITURES 0.0 0.0 0.0 0.0 0.0 0.0
CHANGE IN REVENUES () 0.0 0.0 0.0 0.0 0.0 0.0

FUND SOURCE (Thousands of Dollars)

1002 Federal Receipts 0.0 0.0 0.0 0.0 0.0 0.0
1003 GF Match 0.0 0.0 0.0 0.0 0.0 0.0
1004 GF 0.0 0.0 0.0 0.0 0.0 0.0
1005 GF/Program Receipts 0.0 0.0 0.0 0.0 0.0 0.0
1006 GF/MHTIA 0.0 0.0 0.0 0.0 0.0 0.0
Other 0.0 0.0 0.0 0.0 0.0 0.0
Total 0.0 0.0 0.0 0.0 0.0 0.0
Estimate of current year (FY94) cost: none

POSITIONS:

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

ANALYSIS: (Attach a separate page if necessary)

Prepared by: Don Wanie, Director Phone: 465-2240
Division: Finance Date:
Approved by Commissioner: Nancy Bear UseraV Bata:
Agency: Administration " \\> S
PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERN DR'S LEGISLATIVE OFRCE
For further distribution information call the Governor's legislat. 9 Office Pjpe tof 1
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FISCAL NOTE

STATE OF BEX NO. CSSB 161 (JUD)
1994 LEGISLATIVE SESSION

Revision Date: Dept. Affected: Alaska Court System
Title: An Act relating to Interest rates and calculations of BRU: Trial Courts
Interest under certain JudprriVits and decrees... Components: ]

Sponsor :
Requestor: COMPONENT SERIAL NO. 768

OPERATING EXPENDITURES NQ 5 FY 96 FY 97 FY 98 FY 99 FYO0O0
PERSONAL SERVICES \ 195 19.5 195 195 19.5 *19.5
TRAVEL \

CONTRACTUAL X ¢

SUPPUES 1479

EQUIPMENT \

LAND & STRUCTURES

GRANTS & CLAIMS \
TOTAL OPERATING 39.3 \ 19.5 19.5 19.5 19.5 19.5

CAPITAL EXPENDITURES

CHANGE IN REVENUES ( )

FUND SOURCE (Thousands of Doll

1002 Federal Receipts

1003 GF Match \

1004 GF 39.3 19.5 \ 195 19.5 19.5 195

1005 GF/Program Receipts
1006 GF/MHT1A

Other

TOTAL 39.3 19.5 19A 19.5 19.5 19.5

POSMONS

FULL-TIME

PART-TIME

TEMPORARY \ 1

Estimate of current year (FY 94) cost: % None

ANALYSIS:  (Attach dseparate page if necessary)
See attached analysis.

Prepared by: C.S. Christensen lIl, Staff Counsel ~ ( y /fC 'fh --——-- Phon”: 264-8228
Agency: Alaska Court System ‘ /Qate: \ 04/25/94

Approved by:  Arthur H. Snowden, II, Administrative Director M ( y i/ \
Agency: Alaska Court System Date: \ 04/25/94

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVBINOR'S LEGISLATIVE OFFICE
Rev 8/93 Page 1 ol 3



ALASKA COURT SYSTEM
CSSB 161 (JUD)
FISCAL ANALYSIS

Atthe presenttime, prejudgment and postjudgment interest on civil judgments is fixed
in statute at a rate of 10.5 percent per year. Because the rate is fixed in statute and
is the same for both prejudgment and postjudgment interest, only one interest
calculation per case is required.

CSSB 161 (JUD) provides that the rate of interest will change annually, to reflect the
12th Federal Reserve District discount rate plus five percent. Because the rate for
prejudgment interest will be a rate that was in effect years earlier at the time of the
injury or harm, the court system will need to keep track of interest rates over time.
This also means that the bill will require multiple interest calculations per defendant,
rather than the current single calculation. The exact number of calculations will
depend on how many years passed between the time of the injury or harm, and the
payment of the final judgment; there will be a separate calculation for each year. In
addition, amounts owed underthe constantly changing rates will now be compounded,
complicating the calculations. Any increase in the number or complexity of interest
calculations is significant, because the court system currently performs over 10,000
such calculations per year. Additional clerical time will be necessitated by CSSB 161
(JUD) because of the increased volume and complexity of interest calculations.

page 2 of 3



0-1/25/94 14:40 *09072796884 ADMIN ACCOUNTING JUNEAU SUPREME 00037003

Alaska Court System
CSSB 161 fiuDlI
Fiscal Analysis

The proposed annual revision of siatutory interest rates will require the reissue and updating of public
information pamphlets, intemaJ-use instructional manuals and forms. Inthe past, the cost of revisions was
minimal because interest rates changed infrequently.

The court system provides informational pampbhlets to litigants. At present, these manuals refer to the current
statutory Interest rate. Passage of this hill will necessitate deleting references to specific interest rates in
these pamphlets. To avoid an annual reissuance of the pamphlets, interest rate information will be provided
as a single sheet attachment to the pamphlets.

Court system desk manuals and forms will also have to be revised annually to reflect current interest rates.

Personal Services $19,475

Overtime for clerical staff using salary and benefits for an Anchorage range 10A for an additional 5
minutes for approximately 10,000 computations per year.

Contractual (one-time cost) 5,000

Programming costs to add a multiple interest rates, Interest compounding and expanded reporting
capabilities to the interest calculation program.

Supplies (one-time cost) 14,850
Revision of 'Execution Procedure fc. Judgment Creditor' pamphlet 7,400
One-Ume reissue of pamphlet, 44 pages, at estimated cost of 1C per
page, 10,000 pamphlets and mailing costs
Revision of'Judgment Debtor Booklet' 6,200
One-time reissue of pamphlet, 32 pages, at estimated cost of 1« per
page, 10,000 pamphlets and mailing costs
Revision of 'Executions’ and '‘Small Claims" manuals 750
One-time reissue of manuals to add instructions on compounding of
interest and recomputation of principal amount

Revision of Pre-Judgment Computation and Small Claims Default Cases forms 500

Estimated Total First Year Cost $39,325

Page 3 of 3
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FISCAL NOTE

STATE OF ALASKA BILL NO. cssB 161 (JuD)

1994 LEGISLATIVE SESSION

Revision D ate : Dept. Affected: Alaska Court System

Title: An Act relating to Interest ratee and calculations of BRU: Trial Courts

Interest under certain Judgments and decrees... Components: . ]

Sponsor:

Requestor: COMPONENT SERIAL NO. 768
EXPENDITURES/REVENUES (Thousands of Dollars)

OPERATING EXPENDITURES FY 95 FY 96 FY 97 FY 98 FY 99 FYOO
PERSONAL SERVICES 195 19.5 19.5 195 19.5 «195
TRAVEL

CONTRACTUAL 5.0

SUPPLIES 14.9

EQUIPMENT

LAND & STRUCTURES
GRANTS & CLAIMS
TOTAL OPERATING 39.3 19.5 19.5 19.5 19,5 19.5

CAPITAL EXPENDITURES
CHANGE IN REVENUES ( )

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts |
1003 GF Match
1004 GF 39.3 19.5 19.5 19.5 19.5 19.5
1005 GF/Program Receipts .
1006 GF/MWTIA
Other
TOTAL 39.3 195 19.5 19.5 195 19.5

POSmMONS

FULL-TIME I
PART-TIME |
TEMPORARY |

Estimate of current year (FY 34) cost: $ None

ANALYSIS: (Attach a separate page if necessary)
See attached analysis.

Prepared by: C. S. Christensen i, Staff Counsel f —_—————- Phone: 264-8228
Agency: Alaska Court System 04/25/94

Approved by: Arthur H. Snowden, 11, Administrative Director (H (
Agency: Alaska Court System ‘ Date: 04/25/94

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
Rev 8/93 Page i of 3



ALASKA COURT SYSTEM
CSSB 161 (JUD)
FISCAL ANALYSIS

Atthe presenttime, prejudgment and postjudgment interest on civil judgments is fixed
in statute at a rate of 10.5 percent per year. Because the rate is fixed in statute and
is the same for both prejudgment and postjudgment interest, only one interest
calculation per case is required.

CSSB 161 (JUD) provides that the rate of interest will change annually, to reflect the
12th Federal Reserve District discount rate plus five percent. Because the rate for
prejudgment interest will be a rate that was in effect years earlier at the time of the
injury or harm, the court system will need to keep track of interest rates over time.
This also means that the bill will require multiple interest calculations per defendant,
rather than the current single calculation. The exact number of calculations will
depend on how many years passed between the time of the injury or harm, and the
payment of the final judgment; there will be a separate calculation for each year. In
addition, amounts owed underthe constantly changing rates will now be compounded,
complicating the calculations. Any increase in the number or complexity of interest
calculations is significant, because the court system currently performs over 10,000
such calculations per year. Additional clerical time will be necessitated by CSSB 161
(JUD) because of the increased volume and complexity of interest calculations.

page 2 of 3
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Alaska Court System

CSSB 161 fiuDlI
Fiscal Analysis

The proposed annual revision of statutory interest rates will require the reissue and updating of oubllc
information pamphlets, intemal-use instructional manuals and forms. Inthe past, the cost of revisions was
minimal because interest rates changed Infrequently.

The court system provides informational pamphlets to litigants. At present, these manuals refer to the current
statutory Interest rate. Passage of this bill will necessitate deleting references to specific Interest rates in
these pamphlets. To avoid an annual reissuance of the pampbhlets, interest rate information will be provided
as a single sheet attachment to the pamphlets.

Court system desk manuals and forms will also have to be revised annually to reflect current interest rates.

Personal Services ’ $19,47u

Overtime for clerical staff using salary and benefits for an Anchorage range 10A for an additional S
minutes for approximately 10,000 computations per year.

Contractual (one-time cost) 5,000

Programming costs to add a multiple interest rates, Interest compounding and expanded reporting
capabilities to the interest calculation program.

Supplies (one-time cost) 14,850
Revision of 'Execution Procedure for Judgment Creditor' pamphlet 7,400
One-Ume reissue of pamphlet, 44 pages, at estimated cost of 1« per
page, 10,000 pamphlets and mailing costs
Revision of ‘Judgment Debtor Booklet' 6,200
One-time reissue of pamphlet, 32 pages, at estimated cost of 1¢ per
page, 10,000 pamphlets and mailing costs
Revision of "Executions' and ‘Small Claims' manuals 750
One-time reissue of manuals to add instructions on compounding of
interest and recomputation of principal amount

Revision of Pre-judgment Computation and Small ClaimsDefault Cases forms 500

Estimated Total First Year Cost $39,325

Page 3 of 3



AMENDMENT

OFFERED IN SENATE BY SENATOR

TO: SB 161 (STA)
Page 2, lines 9-14: Delete

Page 2, lines 9-14, replace with:

(c) Except when the court finds that the parties have agreed
otherwise, prejudgment interest shall be a,arded on a money
judgment. In a personal injury case, prejudgment interest accrues
from the date a written demand for payment for an injury or harm
occurs or when the initial summons was issued or the initial
counter claim or cross-claim was filed, whichever is earlier. In
all other cases, prejudgment interest accrues from the date the
initial summons was issued (yr{ the initial counter claim or cross-
claim filed. Prejudgment interest shall be calculated at the rate

determined by the commissioner of revenue under (b) of this

section. -





