M NUTES
SENATE FI NANCE COWM TTEE
March 24, 2006
9:05 a.m

CALL TO ORDER

Co-Chair Lyda Geen convened the neeting at approximately
9:05: 37 AM

PRESENT

Senat or Lyda Green, Co-Chair
Co-Chair W1 ken, Co-Chair
Senat or Bunde, Vice-Chair
Senat or Donny QO son

Senat or Lyman Hof f man

Senat or Bert Stednman

Also Attending: DAVE  STANCLI FF, St af f to Senator Cene
Therriault; SCOIT HAWKI NS, General Manager, Alaska Supply Chain
Integrators LLC, BARRY JACKSON, Procurenent and Contracting
Manager, Alaska Supply Chain Integrators LLC, DON PETERSON,
Seni or Manager, M kunda Cottrell Accounting & Consulting (MCAC),
VERN JONES, Chief Procurenent Oficer, Division of GCeneral
Services, Departnent of Admnistration; ART CHANCE, Director,
Labor Relations, Division of Labor Relations, Departnent of
Adm ni stration; MARK O BRIEN, Chief Contracts Oficer, Division
of Contracti ng, Pr ocur enent and  Appeal s, Depar t ment of
Transportation and Public Facilities

Attending via Teleconference: From an offnet site: Dr. OLIVER
HEDGEPETH, Logi stics Professor, University of Al aska

SUMVARY | NFORMVATI ON

SB 284- SENTENCI NG FOR ALCOHOL- RELATED CRI MES
The bill reported from Commttee.

El ectronic Conmerce Pilot Program Overview Presentation
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The Conmittee conducted an oversight hearing in regards to the
State's Electronic Comrerce Pilot Program Remarks were provided
from representatives of Alaska Supply Chain Integrators, LLC
M kunda Cottrell Accounting & Consulting;, a |ogistics professor
with the University of Al aska; the D vision of General Services,
Departnent of Adm nistration; the D vision of Labor Relations,
Department of Administration; and the Division of Contracting,
Procurenent and Appeals, Departnment of Transportation and Public
Facilities.

#sb284

CS FOR SENATE BILL NO 284(JUD)
"An Act relating to sentencing for the comm ssion of a
felony while under the influence of alcohol."

This was the second hearing for this bill in the Senate Finance
Conmi ttee.

Co-Chair Green noted that CS SB 284(FIN), Version 24-LS0581\L,
was before the Conmitt ee.

DAVE STANCLIFF, Staff to Senator Gene Therriault, the bill's
sponsor, was available to answer Conm ttee questions.

There being none, Co-Chair WIlken noved to report the bill from
Commttee wth individual recommendations and acconpanying
fiscal notes.

Wthout objection, CS SB 284(FIN) was REPORTED from Committee
acconpanied by previous indetermnate fiscal note #1 from the
Ofice of Public Advocacy, Department of  Adm nistration;
indetermnate fiscal note #2 from the Public Defender Agency; a
new indetermnate fiscal note dated March 8, 2006 from the
Al aska Court Systemy and a new indeterm nate fiscal note dated
March 23, 2006 fromthe Departnment of Corrections.

#
9: 06: 56 AM
AEl ectronic Commerce Pil ot Program Overview Presentation

El ectronic Comrerce Pilot Program
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Overvi ew Presentation

9:08: 23 AM

SCOTT HAWKINS, President and Chief Operating Oficer, Al aska
Supply Chain Integrators, LLC (ASCI), the State's procurenent
agent, thanked the Conmmttee for holding this "oversight
hearing”" on the status of +the Electronic Comerce Pilot
Procurenent Program (PPP) to date. The findings of a Departnent
of Administration "State of Alaska D vision of GCeneral Services
Cost of Goods Analysis" (Study) [copy on file], prepared by
M kunda Cottrell Accounting and Consulting, would be addressed
in conjunction wth ASCI's "insights and perspectives on the
Progrant as depicted in an ASCI handout titled "ASCI State e-
Commerce and Supply Chain Managenent Program An |nportant
Precedent”, [copy on file] dated March 23, 2006. M. Hawkins
revi ewed the ASCI handout as foll ows.

Page 2
Presentati on Overvi ew

* About ASCI

e State Pilot Procurenent Program
*Backgr ound
*MCAC/ St ate Cost of Goods Study
*Qveral | Performance

Wiy It Matters

M. Hawkins overviewed the points the presentation would
addr ess.
Page 3

ASClI Corporate Profile

 Established 1999
e Alaska LLC, Majority Al askan Owned
 Enpl oyees: ~ 160

M. Hawkins noted that this "young" conpany is headquartered in
Anchorage and is primarily owned by Al askans.
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Page 4
VWhat ASClI Does

e Full Range of Supply Chain and Related Technol ogy
Servi ces

e« QOverview at ww. asci 4materials.com

* O her Services:
*Mai nt enance pl anni ng
*Cat al og data control and conversion
*Web site & web tool devel opnent
*I nventory optim zation services

M. Hawkins reviewed the information on this page. The mgjority
of ASClI's "supply chain nmanagenent services are very broad and
conplete full cycle services" primarily in support of Al askan
conpani es. ASClI began its operations in 1999 with 35 enpl oyees.
Today it enploys 160 people with the anticipation of having 175
enpl oyees by year - end.

Page 6
Who W Serve

BP Al aska
* Full cycle supply chain managenent
« Wb technol ogy
* Mai ntenance pl anni ng and speci al projects

Exxon Mobi
« Wb technol ogy

Shel | E&P
« Wb technol ogy

State of Al aska
e Began in 2004
e Full cycle supply chain nanagenent
« Wb technol ogy

Neal and Massey
e Trinidad Joint Venture
e Full cycle SCM
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M. Hawkins overviewed ASCI's custoner base; its |argest
custonmer is British Petroleum (BP). Wiile ASCI was initially
structured to provide services required by BP, it has expanded
to providing Internet technol ogy services to other oil conpanies
and, approximately one and a half years ago, began providing
supply chain managenent services to the State of Alaska. It
recently established a joint venture in Trinidad in anticipation
of providing services to entities involved with that country's
devel oping oil field.

Page 7

Per f or mance Based Approach
1. Bal anced Performance Scorecard
2. Heavy Enphasis on Measurenents
- Strong anal ytical capabilities
- Drives process managenent, i nprovenent
3. Vendor Scorecard Managenent
- Web based tools

M. Hawkins stressed the inportance ASCH places on performance
and performance neasurenents. The primary evaluation tool is a
measur enent - based scorecard "with our customers”. The conpany's
"profitability is tied to our neasurable performance” on a

variety of performance indicators, including cost of goods
nmeasurenent. Due to the enphasis placed on accountability, ASC
has "very very strong analytical capabilities". Due to the
enphasis on this structure, it is doubtful there are many

conpanies in the world that could match "the anmount of expertise
that we have devel oped around neasurenents of the supply chain
managenment process”. No entity in Alaska could conpete wth
ASCl's expertise in cost of goods nmeasurenents in this field.

9:12: 18 AM
M. Hawkins shared that ASCI also "intensively" neasures the

vendor industry. To that point, the narrow scope of ASC's
procurenents for the State of Alaska has limted this endeavor

However, in its work for BP and other entities, ASCH naintains
scorecards on its "top 50 vendors". Those vendors also have
internal "balanced scorecard"” performance neasures, which are
reviewed regularly with ASCI in an effort to manage vendor

performance. The ability to manage vendor performance is another
of the performance indicators ASCl adheres to. Vendor s
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appreci ate t he "col | aborative per f or mance management
rel ati onshi p”.

Page 8
SOA "Pilot" Program

[ ASCI provided the cost conparison chart depicted on this
page to the State in its 2004 proposal. The data projects
that ASCl's 2006 services would produce a savings of
$251,882 or 38 percent over 2003 State of Al aska (SOA)
Procurenent and Warehouse Qperations. ]

e HB 313, 4 agencies, Cost Study, RFP Process

» Cost savings on adm nistration only, not prices
» Scope: goods and services

e Scal able platformfor expansion.

M. Hawkins remnded that HB 313 authorized PPP in 2003. It
pertained to four agencies, tw departnments, and two other
instrumentalities of the State. The Request For Proposal (RFP)
process proposed by ASCI had been adopted. The scope of PPP
i ncl uded both goods and services, thus expanding ASCl's scope of
business from its previous concentration on goods contracting.
PPP al so mandated the "installation" of an expandabl e e- Conmerce
program

Page 9
Pr ogr am Fr amewor k

« Pilot agency: DOI/PF Sout heast Regi on

* 11 person operation (12 w nygr)

e Full e-Commerce system installed, integrated w 2
systens, custom zed, trained

* Two years operating tinme to sunset

e Emphasis on overhead cost savings, staff reductions
(became 6-7 person operation)

e One-day operational transition

M. Hawkins reviewed the information on this page. The RFP

enphasi zed overhead cost savings; little enphasis was placed on
the cost of goods. Additional cost of goods |anguage was added
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by request of ASClI, as they viewed the original enphasis placed
on that elenment as insufficient.

M. Hawkins recounted there being a one-day transition in the
i npl ementation of PPP. Exi sting SOA procurenent personne
departed on July first and ASCI enpl oyees assuned responsibility
on July second.

Page 10

Sonme Basi c Chal | enges

a. Location and workforce (Juneau)

b. "Hard" transition (peak season)

c. Specialized nature of AMHS custoner

d. Multiple conputer systens to integrate

e. Short time frame to achi eve cost savings

f. Extrenely limted transition assistance

g. Quarterly "benchmark audits"

h. Undi scl osed baseline staffing

i D sconnect between the representations and the reality
of "Adm nistrative support”

M. Hawkins stated that of the numerous challenges ASCH faced
during its transition into PPP, having to establish a workforce
in Juneau was very challenging, particularly as ASC is
headquartered in Anchorage. The July transition tine was quite
hectic specifically as that is one of the busiest tinmes for the
Al aska Marine H ghway System (AVMHS), which is one of the
entities in the Program

M. Hawkins also noted the SOA is a "very specialized custoner"”,
as evidenced by the fact that AVHS needs are very unique. ASC
was on a "vertical learning curve in the busiest season of the
year". The conputer information technology (IT) interfaces were
very conplex to devel op. Such things as integrating a
mai nt enance program and a password validation program added to
t hat conpl exity.

M. Hawkins affirnmed that while many of the transition
chal l enges were known as they were specified in the RFP, there
were sonme surprises. The RFP inpressed how supportive and
commtted the Administration was of the Program However, when
ASCI assuned its role wth the Southeast Region of the
Department of Transportation and Public Facilities, "that
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coormitment did not appear to extend to the operating agency"
Further discussion on this issue would be forthcom ng.

9:17: 43 AM
Senator Bunde pointed out that, "change is challenging and
threatening for us all". However, he asked whether M. Hawkin's

remarks were to inply "the change was resisted and perhaps
structured to nmeke it difficult for vyour operation to be
successful .

M. Hawkins responded "yes". A conbination of things mght have
influenced the situation. As PPP was new to the State, "sone
i nnocent but not particularly helpful decisions and judgnents
that were nmde, nade it extrenely difficult.” Upon ASCl's
"arrival at the agency, the m sjudgnents gave way to outright
hostility".

M. Hawkins infornmed the Commttee the Anchorage Daily News
newspaper recently printed an article [copy not provided] on the
Study that had been conducted by the Anchorage firm of M kunda
Cottrell Accounting and Consulting (MCAC) on behalf of the
Division of GCeneral Services, Departnment of Admnistration.
ASCl's procurenent contractor nmanager, Barry Jackson, would
provide ASCI's and another independent consulting firnms "view
of that study.

9:19:16 AM
Page 11

Cost of Goods Study
e MCAC reported 9% i ncrease
» Based on "sanple" of 167 transactions matched through
manual data sifting
e Summed unit prices of itens, conpared suns
e Attenpted to ignore freight
« Inflation not considered

BARRY JACKSON, Procurenent and Contracting Manager, Al aska
Supply Chain Integrators, stated the MCAC Study reported a nine
percent increase in the cost of itens purchased by ASClI as
conpared to the <cost of identical itens purchased by SOA
procurenent staff. That was based on a sanple of "only" 167
transactions out of nore than 40,000 transactions "that were
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mat ched through manual data sifting. The unit prices of the
itens that were selected were sumed up to a total and those
sunms were conpared between the State's fornmer buyers and ASCl's
appr oach".

M. Jackson noted the Study specified "the desire to avoid
freight costs as an issue". In addition, while acknow edging its
i mportance, inflation was also not considered in the Study's
concl usi ons.

Page 12

Two | ndependent Revi ews

* Altman Rogers and Co., Certified Public Accountants
Revi ewed For Errors, Conparability, Quantity
Vi ghti ng, Price adjustnments, Freight Terns,
Overall Validity

* Northern Econom cs, Inc.
Revi ewed Met hodol ogy, Statistical Soundness,
I nfl ati on Adj ust ment

M. Jackson recounted that after reviewing the Study and
determining there were inaccuracies, ASCI conducted its own
anal ysis. Wien ASCI "attenpted" to discuss various issues wth
the State, they were infornmed that any discussion about the MCAC
Study would only occur after ASCI "hired its own experts" and
conducted "their own studies".

9:21: 30 AM

Senator Bunde asked who with the SOA had informed ASCI "that
t hey chose not to cooperate".

M. Jackson communicated that this directive cane from two
individuals: Mark OBrien with the Departnent of Transportation
and Public Facilities and Vern Jones, Chief Procurenent O ficer,
Depart nent of Adm nistration.

9:21:51 AM

Senator Bunde asked whether the reason for their not seeking
"further clarification" was discl osed.
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M. Jackson disclosed the stated reason as being, "out of
fairness" to MCAC, ASCI nust conduct its own study. Therefore,
ASCI hired Altman, Rogers & Co. Certified Public Accountants and
Northern Economics Inc. The conpanies' review responsibilities
were outl i ned.

Page 13 Concl usi ons of Reviews

» MCAC/ State Study Found Invalid and Uncorrectable
* ldentified At Least 9 Critical Deficiencies
*Critical Cerical/lnvoice Errors (ARC
*Critical Item Conparison Errors (ARC
*Failure To Use Equal Freight Conparisons (ARC)
*Failure To Treat Al aska Vendor Freight Correctly
(ARC)
*Failure To Use Actual Purchased Quantities (ARC
*Failure To Adjust For Inflation (NE)
*Failure To Achi eve a Random Sanpl e (NE)
*Failure to Use Statistics in Any Wy (NE)
*Invalid Extrapolation O Data (ARC, NE)

M. Jackson discussed the conclusions of A tnman, Rogers & Co and
Northern Economcs Inc. reviews outlined on this page. Sonme of
the items being conpared were not identical and sone did not
include "equal freight conparisons”, as the price of an item
purchased by ASCI m ght have included freight while the price of
the sane item purchased by SOA did not.

M. Jackson also questioned the conparisons of itens purchased
t hrough Al aska vendors, as, oftentines, the freight charges
included in their prices were not properly accounted for when
conpared to outside vendors. Furthernore, there was concern
about the actual consideration of wunit price costs. Quantity
considerations are "inportant": were ASCI to negotiate a one
dol lar per unit purchase price and SOA a two dollar unit price,
ASCI would generate a savings of one dollar on a single item
purchase. However, were ten units purchased, the savings would
be ten dollars.

M. Jackson was surprised the MCAC Study did not include

inflation adjustnents; particularly as procurenent conparisons
i ncluded itenms purchased up to 27 nonths apart.
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M. Jackson stated the MCAC Study did not include statistics "in
any way" even though the Study "required statistically valid
sanpl e pool s".

M. Jackson expressed concern in regard to the extrapolation of
data as the 167 goods and services itens, which anmounted to
several thousand dollars, were "extrapolated to a spend of

eleven mllion dollars". Since the MCAC Study only included
goods, "a sizeable portion of that extrapolation is sinply
invalid".

Page 14

| npact of the Errors

e Using MCACs Invalid Methods, But Wth Known Errors
Corr ect ed/ Excl uded:

*ASCl Saved 3.6 % ($244,800) On Costs O Goods

e ASCI Saved State Additional $187,000 On Procurenent
Qper ati ons

e Total Savings To State: $431, 800

M. Jackson specified that when ASCI corrected "as nuch as" it
could of MCAC s invalid nethodol ogy, a cost of goods savings of
3.6 percent resulted as opposed to the MCAC determ nation that
ASCI lost the State "a mllion dollars”. This conbined with the
savings generated by ASCl's admnistration of PPP indicated a
total savings of $431,800. He reiterated that even this should
not be considered "a valid nunber”, as it was based on an effort
to correct the invalidities of the MCAC Study.

M. Jackson declared that one of several reasons the MCAC Study
was "so bad" was because the Study was "nmani pul ated”. To support
this position, he read excerpts of an August 25, 2006 letter
[copy on file] he had received from Tom Mayer, Contracting
Oficer, Di vi si on of Cener al Servi ces, Depar t ment of
Adm ni stration, in response to questions he had asked.

Does the State yet know exactly how MCAC intends to
determ ne a sanple size that will be statistically valid?

* No, the state does not know how this wll Dbe
determ ned. As professionals in the field, MCAC w l
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i ndependently determne a statistically valid sanple

si ze.
Does the State know how MCAC will determne the
constituents of the sanple and nmaintain statistical
validity?
* No, MCAC will determne the sanples and create a

statistically valid pools.

WIIl the report include alternative credible explanations
for the report result?

e The analysis report will be created and devel oped by
MCAC. However, as indicated in the neeting notes
referenced above, MCAC is aware of variables such as
differing quantities, delivery dates, requirenent tine
frames, and price increases in the market place. The
state also discussed the application of a CPI
adjustnment or other price adjustnent indices in
appropriate circunstances.

WIl the report include a discussion of potential market
conditions and other factors that could affect the results,
for each itemselected for inclusion in the report?

* Report developnent is the responsibility of MCAC.
9:29: 05 AM

M. Jackson interpreted the Departnent's responses to clearly
indicate they would allow MCAC to manage the Study; "the State
woul d have little to do or say with it".

M. Jackson conveyed ASCI's reaction to the MCAC Study was that
"several things were mssing fromit". MCAC "clearly" did not do
the things identified in M. Myer's letter or as specified in
the RFP establishing the Study contract.

M. Jackson initially thought ASCI was unaware of changes nade
to the contract. Thus, the Division of General Services was
asked to provide further information in that regard. A stack of
paper consisting of 1,040 pages "of comrunications between MCAC
and the State" was displayed as the response to that question.
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Not "exactly what you would expect from an independent
eval uation".

M. Jackson described the comunications: "the Division of
CGener al Services (DGS) directed the consultant to use
nmet hodol ogies and calculations invented by General Services;
they allowed the consultant to avoid using certain repetitive
data such as liquor and beer because it was too hard to conpare;
DGS managed a narrative discussion of the Study in certain ways;
DGS conmitted certain errors of omission by not requiring things
that they said they were going to require.” Through this manner,
"DGS actively mnaged the results toward an outcone that
coincidentally disfavored ASCI". The inplication was that DGS
was interested in including things that "raised the cost of
goods conclusions” and omtted things that could have | owered
t hose concl usi ons.

M. Jackson noted there being additional factors such as "bad
will",

9:32:44 AM

In order to further explain this remark, M. Jackson shared that
he had retired fromthe State DGS after 30 years of enploynent.

During his career with DGS, he was responsible for actions "to
improve the efficiency" of the Division, including devel oping
prograns to automate the purchasing system He had worked with
Vern Jones, DGS's Chief Procurenent Oficer. After retiring from
DGS, he worked as a progranmer for Resource Data. It was during
this time the RFP for this Program was rel eased. Resource Data
asked himto assist ASCI in their effort to respond to the RFP

Subsequently, he worked as a consultant to ASCI before joining
them fulltinme, as the objectives of the Pilot Procurenent
Program were "near and dear to ny heart".

M. Jackson credited his enploynent with DGS as the reason SOA
enpl oyees "dealt"” with him "nore candidly" than they m ght have
dealt with others. To substantiate his "bad wll" remark, he
shared that during a conversation with Mark OBrien with the
Departnment of Transportation and Public Facilities (DOT), he
asked M. O Brien "how DOT had nmeasured cost of goods on itself
in the past"”. The response was "we didn't, we never have, and |
don't expect we ever wll". Thus, M. Jackson questioned why
this was considered inportant in regards to ASCl. M. O Brien
responded that M. Hawkins' testinony before the Legislature
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“"that his program could save nore noney than State enployees
could on the cost of goods ...hurt our feelings. Because of that
...we're going to hold his feet to the fire."

9:36: 23 AM

M. Jackson interpreted this as "bad will". Simlar but "not as
bl atant” discussions occurred with Vern Jones. Such actions
would wundermne the "prom ses" Scott Hawkins nade to the
Legi sl ature.

9:37:26 AM

M. Jackson stated that forcing ASCI "to spend tens of thousands
of dollars"” to develop its own study in order to talk to DGS was
further evidence of bad will. That discussion has yet to occur.

M. Jackson opined that another factor in the discussion is one
of "inconpetence." He continued, "the folks in Ceneral Services
are seasoned pros who knew better. They failed to challenge
their expert. It's beyond conprehension that they would allow a
report like this to get out with no adjustnents for inflation,
wi t hout dealing with freight i nequalities, and |eaving
guantities out of the picture. They knew better and yet they |et
it happen.™

M. Jackson determ ned that, due to "inexperience" the State did
not know what they were doing, in the sense that "the State has
never and would never try to measure its savings in this
manner".

M. Jackson recalled the State having nmeasured "its own savings
in entirely different way. That nmethod virtually never shows a
| oss in procurenents”.

M. Hawkins remarked "this brings us back to the question of
overal | perfornmance".

9:39: 21 AM

M. Hawkins reaffirnmed his testinony "that there is trenmendous
cost of goods savings potential in the progranf. However, those
savings could not occur sinply by changing procurenent
personnel. "Full deploynment of all of the infrastructure that is
designed to deliver that cost of goods savings" nust occur.
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Absent the ability to conmbine volumes with other agencies, a
smal | procurenment office, particularly when dealing with such
entities as the AVHS which has specialized purchases from single
source vendors, would require additional time to show cost of
goods savings. The ability to devel op catal ogs and secure vendor
agreenents would be difficult to acconplish in a short period of
time, particularly under "an RFP that is designed to maxim ze
adm ni strative overhead cost savings". The nechanics of PPP are
not "designed to deliver cost of goods savings".

M . Hawkins stated that cost of goods conparisons, the
information gleaned from reviewing the MCAC Study, and other
data, the indication is that ASCI "is doing about as well, maybe
alittle better than" its SOA predecessors.

M . Hawkins praised the know edge possessed by ASCI in the field
of cost of goods savings. Its professional procurenent staff
delivers "mllions of dollars" of cost of goods savings to its
cust oner base each year.

Page 15

Per f ormance Categori es
Cost of QOperations
Wor kl oad Conpari son
Processing Tine

Al aska Vendor Usage
Cost of Goods

GhobE

M. Hawkins opined that ASCI is "the nobst scrutinized and
measured procurenent office in the history" of the State. ASC
is subject to a DGS quarterly neasurenment and netrics
performance standard consisting of the five performance
categories reflected on this page.

Page 16

[ The three charts on this page conpare the [|abor costs
experienced by ASCI in 2005 to those experienced by the SOA
in FY 2004; the labor costs per purchase order for the SOA
in FY 2004 to those of ASCI in FY 2005; and procurenent and
war ehouse Qperations Staffing of SOA in FY 2004 to ASCI for
2005. ]
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In cal endar year 2005, ASCI invoiced the State of Al aska
$125,000 less than it had spend on staffing in FY 2004.
This is a cost reduction of 20% and does not include
reduced of fice space needs, t el ephones, comput er s,
suppl i es, etc.

ASCI uses 4.5 people to do procurenment office work
previously done by 8 - not including the previous nmanager.

In 2Q FY 2006 (cal endar 4Q '05), purchasing workl oad was up
sharply wth no staff increase. This put cost per
transaction 40% |ower than 2Q FY 2004, indicating very
strong program expansi on economni cs.

Data Sources: State quarterly "benchmark audits", State
basel i ne data, ASCl invoice data.

9:41:49 AM
M. Hawkins reviewed the information on this page. Staff costs
per transaction have decreased under ASCI from $85 to $51 per
purchase order line: a 40 percent reduction.
9:42: 30 AM
Page 17
Wor kl oad Conpari son - Cal endar 2005
Purchase Orders and Warehouse |ssue Transactions
[ This graph depicts Calendar year 2005 workload percent
increases from FY 04 on a quarterly basis. First quarter
i ncrease was 15 percent, second quarter was five percent,
third quarter was 12 percent; fourth quarter was 24 percent
for an average increase of 13 percent.]
M. Hawkins comuni cated that ASCI has no control over worKkl oad
levels. "The work cones to us." The information substantiates
the fact that ASCI has been able to nmnage the increasing
wor kl oad.

Page 18

Requi sition Process Tine Conparison FY 2005
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[ This chart depicts the nedium and average process tinme by
el apsed days conpari sons between the State in 2003-2004 and
ASCI in 2005. Both entities' mnedium process tinme was two
days with an average of 5.1 days for the State and 4.8 days
for ASCl. ]

Requi sition Process Time Conparison 2Q 2006

[ This chart conpares, by Elapsed Days, the nedium and
average process tinme for the State in the second quarter of
2004 to ASCl's second quarter 2006 process tines. The
State's nmedium process tinme was two days and ASCl's process
time was one day; the State's average process tine was 4.4
days as conpared to ASClI's 4.1 days.]

9:44: 29 AM

M. Hawkins reviewed the information on this page. Even with a
| ower staff count and increasing workloads, ASCI was able to
handl e the workload. ASCI nust adhere to a new requirenment not
generally required of previous State procurenent enployees: any
item exceeding $2,500 nust receive "specific not to exceed
budget authority”. Wre a procurenent to exceed that authority,
ASCI nmust contact and receive authority from the approver.
Nonet hel ess, ASCI was able to obtain a decrease in requisition
processing time. ASCI's processing tinme has decreased over tine.

9:46: 34 AM
Page 19
Process Days - SOA Enpl oyee Smart Tool s Requests

[ This graph depicts the decrease in processing days that is
experienced by those State enployees wusing the ASC
Wbt ool s system ]

M. Hawkins explained that ASCI's Wbtools catalog system has
allowed State enployees to place and receive approval of their
requi sitions and then submt themto ASCI. Wile npost orders are
now processed in this manner, getting to this point "was a |ong
haul". In the fourth quarter of 2004, State enpl oyees using the
Webt ool s requisition system experienced approximtely a four-day
processing timefranme; that was "quickly" reduced to a one-day
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processing tineg; and today, "orders placed on the web
procurenent platfornt were "getting out sanme day" nore than half
the tinme. The speed is increasing.

M. Hawkins shared a conmmuni qué ASClI recently received from a

state enployee on a vessel: "I know you guys get a hard tine
but I just want to say that |'ve really seen speed differences.
I"m | ooking at a pair of boots that | ordered just a couple of

days ago and | can't believe they've already showed up here."

M. Hawkins clarified not all requisitions are received via
Webtools. In addition, there are sone "inherent" issues wthin
the AVHS that nmke the inplenentation of the Wwbtools system
"nmore challenging”" than nbst State agencies. Nonethel ess, ASC

is continuing to work on inplenmenting the system

9:48: 31 AM

Co-Chair WI1ken asked whether ASCI developed the Smarttools
program and whether British Petroleum and other ASCH clients
also utilized it.

M. Hawkins affirnmed the electronic conmrerce (eComrerce)
technology was developed to further ASCH business practice
processes. Such a program is invaluable to a supply chain
managemnment conpany. The Smarttools programis on par with other
internationally used prograns.

9:49: 29 AM
Page 20
Percent Orders to Al aska Vendors
[ This graph indicates 58.3 percent of the vendors utilized
by the State in FY 04 were Al aska vendors. Al askan vendors
anounted to 63.6 percent of ASCI's vendors in FY 2005 and
68. 6 percent in FY 2006. ]
Percent Order Value to Al aska Vendors
[This graph reflects that Alaska vendors received 47.3

percent of the order values placed by the State in FY 2004.
53.2 percent and 59.0 percent of the order values placed by
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ASCI in FY 2005 and FY 2006, respectfully, were to Al aska
vendors. ]

M. Hawkins noted another accountability measure built into
ASCl's performance benchmark by the State is its use of Al aska
vendors. He remnded the Conmttee about M. Jackson's earlier
concern about how the cost of goods secured from Al aska vendors
could be distorted by the manner in which freight cost is
accounted for.

M. Hawkins noted this page reflects the percentage of the
orders and the percentage of the values spent wth Al aska
vendors. In sunmary, ASClI spent $690,000 nore dollars wth
Al aska vendors than the State had previously spent.

9:51:10 AM

M. Hawkins stressed the pride and effort taken by ASCI "to form
service relationships wth Alaska vendors". The econom c
benefits resulting from such relationships include the fact that
Al askan vendors manage freight charges better and would have
goods and supplies on hand. This would increase service |evels,
particularly in Southeast Al aska.

Page 21

More Performance |Indicators
e Fully functional e-Commerce system
* Tailored to SOA needs, integrated
* Deployed with users, vendors
* 5000 item catal og
* Inventory reduction (office supplies)
 Custoner feedback |og
* Private sector perfornmance managenent
e High priority order (Pl1) status |og
"Large" procurenents |og

M. Hawkins outlined this information. The custoner feedback | og
is reviewed and, conbined with the private sector performance
managenent tool information, is "used as a nanagenent tool to
make needed changes". The changes enacted have served to produce
"high norale anpobngst staff even though they are up against a
lot". "That sense of being against all odds and pulling together
as a teanmt' contributes to conpany norale.
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M. Hawkins shared that ASCI nmaintains a priority one, two, and
three expediting process. High priority orders are tracked in
systenmati c manner. O her nanagenent tools are al so used.

9:53: 57 AM
Page 22

Just a Few Exanples of "Dirty Tricks"
e Zero transition assistance
e Failure to stop or overcone sabot age
e Internal group formed during first nmonth to accumul ate
evi dence for contract term nation
* Msinformation canpai gn from begi nni ng
« Conceal nrent of baseline staffing
e Interference in enployee rel ations
» Failure to issue tinely web ordering procedures
* Regular "fishing" for conplaints
* Doubl e standards on operations and netrics
* Unilateral changes in contract deliverables
* Interference in "independent"” studies

M. Hawkins pointed out that with all the positive things that
have occurred, you would anticipate "positive feedback from the
agencies" involved with PPP. This is not the case. None of
ASCl's performance acconplishnents have been acknow edged. "The
response has been stone silence, and in fact the response has
been just the opposite.” The "litany of ... bureaucratic dirty
tricks have occurred, designed to sweep the good performance
pi cture under the rug, highlight any bad performance that can be
docunent ed, and discredit the program™

M. Hawkins stated that the |ist of exanples depicted on this
page is not inclusive. There was no transition assistance and in
fact, when ASCI entered the office for the first tinme, the
cubicles were not set up, the office chairs were "the worst in
the building”, and the ink cartridges in the conputer printers
were enpty. "Little was done to ease" the ASCI staff's
transition into the operation.

Senat or Bunde, considering "the word sabotage ...as a very strong
word", asked M. Hawkins for further "el aboration”
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9:56: 24 AM

M. Hawkins characterized SOA actions as "petty sabotage"
Vendor |ists, fax cover sheets to vendors, Rolodex information
including phone nunbers and nanes "had been destroyed".
War ehouse staff "refused to show' ASCH enployees the system
refused to show them how the existing inventory process worked,
and how inventory transactions were processed. DOl managenent
"did nothing to stop"” that behavior. The | ogbooks that recorded
t he nunber of service trips the warehouse staff made to the Auke
Bay Ferry Terminal and to the Lenon Creek Correctional Facility
to exchange out laundry were hidden, and thus inportant
schedul i ng i nformation was unavai |l abl e to ASC staff.
Nonet hel ess, ASCI persevered and eventually overcane such
actions.

M. Hawker reiterated DOl nmanagenent's |ack of assistance in
addressing the petty sabotage. In the first few weeks of taking
responsibility for procurenent for DOI, ASCI was told by
enpl oyees "that they thought it was wong; that an internal
group had been forned under the auspices of Nancy Slagle
[Director, Division of Admnistrative Services, Departnent of
Transportation and Public Facilities] to accunul ate evidence and
docunent ati on on how to di scredit t he program " The
[unidentified] Contract Manager "who was supposed to snooth the
transition” told ASCI that he felt "this was a bad idea and that
this group had been forned to try to put a stop to it."

M. Hawker stated there was msinformation from the begi nning of
PPP. M nor grow ng pains and other normal occurrences were bl own
out of proportion. Any conplinments directed at ASCH services
were viewed as being "undeserved'. The aforenentioned incidents
were sonme of the things that occurred at the onset of ASC's
i nvol venent . Unfortunately, the negative Dbehavior "is not
abating"”, and could even be viewed as "intensifying" as PPP s
term nation date nears.

9:59: 33 AM

M. Hawkins opined that SOA reasoning could be "the tine is now
to kill it if it can be killed, before it's extended".

9:59:43 AM
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M . Hawki ns perceived the MCAC Study as "part and parcel of that

process”, regardless of the fact that the Departnent of
Adm nistration staff would argue differently, "W know when
we're getting our chain pulled. W know when we're facing
hostility; we know when we're trying to be set up to fail. Wile

that's not the policy of the Governor's Ofice, and that's not
the policy of everybody in the tw agencies that we deal wth,
it is the agenda of too many of the people that are in a
position of influence over this Program"”

M. Hawker stressed it is not "the nature" of ASCI to say such
things about its custoners; however, at this point, the
Legi slature should be aware of what has been occurring. It
should be placed on the record that, were "these dirty tricks"
to continue, ASCI would not be taking "it quietly and let it
happen in the dark".

10: 01: 04 AM

Senat or Bunde remarked that, had State property been destroyed,
he would view it as "verging on a crimnal act” rather than as
petty sabotage. Further investigation in this regard should
occur. The actions shared could be "a very disturbing trend or a
hi ghly unfortunate coincidence”. Continuing, he shared that the
Senate Labor & Commerce Committee had conducted an oversight
neeting the previous day in regards to "materials that were
essential to the Aetna Insurance/Blue Cross |nsurance RFP had
nmysteriously disappeared and then reappeared later." Due to
serious concerns, he has requested a Legislative Budget & Audit
(LB&A) audit of the State's procurenent process to be conducted.
"I amvery concerned."

Co- Chair G een acknow edged.

10: 02: 15 AM

Senator (O son asked for <clarification as to whether State
property had been destroyed or had sinply been nmade inaccessible
to ASCl.

M. Hawkins responded "both". Some of "the clerical tools" that
woul d have been "helpful” to ASCI had been thrown away; other
mat eri al s had been hi dden.
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In response to a question from Senator O son, M. Hawkins stated
that he was not in the position to determne whether the
di sposal of tools that were devel oped to support the procurenent
process and which would have assisted ASCI in its transition
woul d nmeet the definition of destruction.

Co-Chair WIlken thanked Senator Bunde for his initiative to
request an LB&A audit.

Co-Chair WIlken, referring to the information on page 6 about
the other entities to whom ASCI provides services, asked M.
Hawki ns to describe how the services provided in the private
sector could benefit the State. In other words, he was seeking
addi tional information about ASClI's experience.

10: 04: 27 AM

M. Hawkins responded that the services ASCH provides to Exxon
Mobil and BP include "websites and Wbtools that we host for
them in connection wth their Sakhalin [Island [ Russia]
devel opnents. Those contracts ...reflect our efforts to begin to
participate internationally in this new oil and gas province off
of the east coast of Russia". These small projects include such
things as hosting both entities' official bilingual project
websites as well as technology relating to international vendor
regi strations.

10: 05: 30 AM

M. Hawkins, for business purposes, chose not to disclose the
conpany's gross incone. Continuing, he characterized the SCA
Program as not being a huge piece of ASCI's business in that
only eight of 160 enpl oyees are involved in the project.

Co-Chair W1 ken asked whether "the |essons |earned® from ASClI's
private business practices are integrated into the State
program

M . Hawkins affirmed the |essons | earned from ASCl's
relationships with BP and the other private sector operations
are integrated with PPP. This would include ASCl's ability to
build functional Wbtools cost effectively and the utilization
of its measurenent and process managenment tools.

10: 07: 03 AM
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Senator O son, noting ASCI was structured as a LLC (Limted
Liability Corporation), asked regarding the owners of the
busi ness.

M. Hawki ns responded that Al askan individuals, i ncl udi ng
menbers of its mnmanagenent team primarily own ASCI. Conpanies
such as Frontier Plunbing in Fairbanks and Engi neered Equi prment,
Al aska Punp and Supply, and Dowran Bock in Anchorage. Puget
Sound Pi pe and Supply are al so owners.

Senat or d son asked regar di ng M. Hawki ns' backgr ound
experi ence.

10: 07: 58 AM

M. Hawkins communicated that previous to working with ASCI, he
had been a private practice consultant in the field of supply
chain nmanagenent specializing in such things as inventory
optim zation and vendor performance nanagenent. Prior to that,
he had been president of the Anchorage Econom c Devel opnent
Corporation. That organization's effort to market Anchorage as
an international distribution center led to his interest in the
supply chain managenent field.

Senator O son noted the private industry custoner base depicted
on page 6 is conprised primarily of "oil industry related
entities". Thus he assuned M. Hawkins' background nust include
oi | industry experience.

M. Hawkins answered he had been "heavily involved" in supply
chain managenent in the oil industry for the past ten years
primarily because "that's where a lot of the action is" in this
State. H's business partner's background was in the supply and
distribution industry. Oher nanagenent teamls backgrounds are
vari ed.

10: 09: 37 AM

Senator (O son asked he be provided with a copy of the
correspondence from the two SOA enpl oyees who directed ASCl to
conduct their own study in order to discuss the MCAC report.
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M. Jackson responded that one of these directives was
communi cated via an email and the other was through a tel ephone
conversation. The email would be provided.

10: 10: 31 AM

Co-Chair Geen asked whether the basis of the opposition has
been identified.

M. Jackson was "sad to say that it's an all too often situation
| observed during ny career. | feel there's a certain anmount of
protection of enpire involved here. A certain sort of heartfelt
belief that purchasing for governnent can't be done by anybody
but governnent enployees, and that this is a silly idea, and
cooperation just isn't going to be forthcomng.” It could be
"the heartfelt belief that it's wong to do business this way"
conbined with "the idea that if procurenent can be outsourced
what's next".

Co-Chair Green asked whether the opposition cane from nanagenent
as well as "rank and file" enpl oyees.

M. Jackson comrunicated that in his capacity as an ASC
Smarttools trainer, he had the opportunity to work in a variety
of State offices. He had a sense of the line enployees' feelings
about PPP verses the sense he gathered from "higher |[evel
managenent folks". The line |evel enployees viewed it as just
another thing they had to learn how to do, and, as training
transpired, they accepted the change. He did not wtness that
"sense of com ng around” in the managenent team

M. Jackson shared that, prior to becom ng an ASCI enployee, he
had conducted a managenent review on behalf of ASCI. During the
first nmonth PPP was inplenented, the State's contract
adm nistrator at that tinme, Charlie Daringer (ph), who "was
managi ng on behalf of the State ASCI's performance”, told him
"in a sem-confidential way in the sense that" they had
previously worked together, "that he was adverse to this
Progranf. He "did not see how it was ever going to save noney,
and he had prepared or worked on preparing sone form of a
docunent that was going to recomend that it not be continued.”
M. Jackson verbally requested a copy of that docunent. After
failing to receive the docunent, he later nade the request in
witing. M. Daringer's [ph] response was that he was "not the
custodi an of records on this, if you want to get records, you're
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going to have to request thent from the DOl Conm ssioner's
Ofice. At this point, M. Jackson informed Scott Hawkins of the
situation. M. Hawkins' decision was, considering this was
occurring at the beginning of a new situation, "let's try to
j ust wor k t hr ough this."” Unfortunately t he "attitude"
experienced at the onset has "prevailed throughout this contract
at the upper |evels of nmanagenent".

10: 14: 46 AM

Dr. OLI VER HEDGEPETH, Professor, University of Al aska, testified
via teleconference from an offnet site, and comrunicated to the
Commttee that, as part of its free comunity service program
the Logistics Departnent at the University performed an anal ysis
of the MCAC Study findings for ASCI.

Senator Bunde understood a University Msters Cass had
conducted the analysis on to the Study.

Dr. Hedgepeth affirnmed. The anal ysis was conducted by a graduate
course he teaches which focuses on neasurenents of supply chain.
He has 39 vyears of history as a mathematician. The class
conducted an analysis of both the MCAC Study and an eval uation
of the business process of ASCI's "cost of goods procurenent
process as a matter of course in developing a case study which
we as a group are witing up to publish in a peer review journal
on how business can be done in a private conpany from a State
request ™.

10: 16: 12 AM

Senator Bunde inquired as to how the determ nation was nade to
focus on this particular case study.

Dr. Hedgepeth responded that "forner students”™ who are now
enpl oyed at ASCI comunicated to himthat ASCI was "a place that
had good insight on supply chain managenent”. M. Jackson and
M . Hawki ns asked him and his "teant whether they would like "to
gather nore information about the business process for use in
our class". He characterized the logistics class he teaches as
"dirty logistics" in that he likes "his students to get out in
the field prior to graduation”. Consequently the class
consi dered "developing a case study based on sonme of the work
that ASCI was doing". He asided that the class also conducts
such studies for other conpanies in its endeavor to understand
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the nechanics of doing business in the Alaska supply chain
i ndustry.

Senator Bunde queried as to whether an evaluation of "the
effectiveness and the accuracy of the procedures” of each
particul ar case study is conduct ed.

Dr. Hedgepeth affirmed, "that is investigated". He disclosed
that he had not allowed his class to see the reports from
Nort hern Economics and Altman Rogers & Co. until a few days ago.
The effort was to "investigate and try to wunderstand the
busi ness process from our standard view of how cost of goods and
services should be nmeasured in any situation. W try to devel op
a generic process. Now they've | ooked at these reports ...and it
was interesting that our nethodology seems to conform to
statenments by Northern Econom cs and Al tnman Rogers. "

Senator Bunde understood therefore that the class deened the
Northern Economics and Altman Rogers studies to be a "nore
accurate portrayal of the facts”, and that the MCAC Study could
be characterized as "i naccurate".

Dr. Hedgepeth stated that in his ternms, the MCAC Study would
receive an "F" grade. The Altman Rogers & Conpany and Northern
Economics, Inc reports on the MCAC Study would receive an "A"
gr ade.

Senator Bunde acknowl edged Dr. Hedgepeth's expertise in this
field and concluded that the Study is flawed and that "the
reports of the report seemto be a good portrayal ".

10:19: 35 AM

DON PETERSON, Senior Manager, M kunda Cottrell Accounting &
Consulting (MCAC), clarified for the record that there are two
M kunda Cottrell firms in Anchorage. MCAC is not associated with
the M kunda Cottrell auditing firm

M. Peterson provided an oversight of the project MAC was
requested to performas well as "what was not requested of us".
MCAC conpiled a Study titled "State of Alaska Division of
Ceneral Services Cost of Goods Analysis" [copy on file] dated
Novenber 25, 2005 "which reviewed a nunber of itens on the cost
of service for the State of Alaska". He summarized sone
observations included in the Study. The purpose of the Study was
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to gain an understanding of the process to place goods, and
nmet hods for ordering the delivery of goods. "Wen we started
that process, there was an attenpt on our part to obtain enough
mat ches within the State and ASCI system to provide statistical
information. It becanme very clear very quickly that that was not
going to be possible, and there's been a lot of coments here
that this is not a statistically valid sanple. W agree wth
that. The State, ASCI, and us very early on becane aware that
that was not going to be possible. And the three parties sinply
said should we go forward and perform an analysis that we know
is not statistically valid. The answer was yes, and we did."

In response to a question from Senator Bunde, M. Peterson
expl ai ned that even though there were 40,000 item transactions,
there were only approximately 167 exact natches in the systens.
Therefore, MCAC "tested 100 percent of the available itens to
test".

Senator Bunde asked for further clarification as to whom MCAC
notified about the limted sanple count.

M. Peterson responded MCAC had notified the State "about what
could be tested". The understanding is that the State then had a
di scussion with ASCI in this regard.

Senat or Bunde asked whom MCAC worked with at the State | evel.

M. Peterson identified Vern Jones and Tom Mayer wth the
Division of General Services, Departrment of Administration as
the State representatives.

Senator Bunde understood therefore that even though MCAC had
communi cated to the State that the Study would be statistically
invalid, the State's response was to conti nue.

M. Peterson affirnmed the response was "to proceed”. The Study
woul d only be "considered an indicator of information". MCAC was
"asked to proceed with that understanding, and that's exactly
what we did because those were the procedures that we were asked
to do".

10: 23: 40 AM

M. Peterson continued that "based upon the report that we
i ssued, ASClI, as they testified, hired Altman, Rogers & Co. and
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Nort hern Economics Inc. to take a look at our information, and
both those firnms concluded the results were statistically
invalid, and we agree. W knew that going in, and that was an
agreed upon procedure for the testing we were supposed to do.
Everybody wunderstood that this would not be a statistically
valid sanple. But again, the only itens that were avail able were
the 167 itenms. Now Altman and Rogers brought up a nunber of
other issues. And | would like to address those at this tine."

10: 24: 52 AM

Senator O son asked "the wvalidity of the Study if it's
statistically invalid".

M. Peterson stated the Study would serve as "an indicator, and
nothing nore". MCAC informed the State of this and were told to
conti nue.

Co-Chair Geen asked whether MCAC had a role in publishing the
Study as a public docunent.

M. Peterson responded "no"; the Study was delivered to the
State of Al aska.

M. Peterson read into the record his firnls response [copy on
file] to the Altman Rogers & Conmpany Report as foll ows.

10: 32: 59 AM

Response to Altman Rogers & Conpany Report.

M kunda Cottrell Accounting & Consulting (MCAC) was engaged
by the State of Al aska, Division of General Services to
conduct an analysis of the cost of goods procured by the
State's procurenent agent, Alaska Supply Chain Integrators
(ASCl) at the Southeast Region (SER) of the Departnent of
Transportation and Public Facilities (DOT).

The purpose of this engagenent was to docunent the percent
i ncrease or decrease of the cost of goods procured by ASC
when conpared to simlar purchases made by fornmer state
procurenent enployees at the SER over three separate
reporting periods.
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A report was issued for the first reporting period dated
Novenber 25, 2005. ASCI engaged the services of Altman
Rogers & Conpany, Certified Public Accountants to review
our report. Altman Rogers & Conpany issued a report dated
February 28, 2006, and MCAC has provided the follow ng
responses to that report.

V. Clerical errors. W reviewed the unit price differences
noted on the Altman report and find that the prices that

were used on the Altnman report were the prices on the
delivery order (DO . The prices that were used in the MCAC
report for ACSI were prices on the actual invoice paid. Qur

sanple of selected conparable itens was 167; of the 12
itens noted on the Altman report, only two itens were in
fact errors, and they were clerical errors, and not

critical errors. The results of our review are located in
Exhibit V. The two clerical errors resulted from an
i nvoice that was not clearly legible and the other was from
nunbers that were transposed. The Altman report also
referred to item nunber 115 as a critical error because our

report does not include the item being conparable to an
ASCI purchase. W researched this and determ ned that item
nunber 115 is a conparable item however, the Buyspeed DO
nunbers were transposed and have no effect on the results.

W have determned that if we were to correct the two
clerical errors on our original report, the percentage
increase in cost would be 8.97% instead of the 9.00%
originally stated in our report. W have nade these
corrections in Exhibit A

Date Discrepancies: From the selected sanples of 167, we
reviewed the list of 41 date differences noted in the
Altman report and agree to one date difference. MCAC used
the date of order from the Buyspeed program when sel ecting
purchases in the reporting periods. W were unable to
determ ne where Altman obtained the dates listed on their
report. Copies of the delivery orders nentioned in the
Altman Report are noted as Exhibit |1Va. The date difference
does not have any affect on the results of this report,
because it is within the date range used for Report Nunber
1. W have nade this change in Exhibit A

V. Review of Adequacy of Transaction Research. O the 167

conparable itenms in our report, we reviewed the 9 noted in
the Altman report and found 4 where we would agree that the
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conparable itens were different. The results of this review
may be seen in exhibit V.

W would agree that Line item 1, 7 and 16 are nost |ikely
not conparable. For item nunber 1, the ASCI description and
the State description were the exact sanme, except the
State's itemsaid "dianond plate"” and ASCI's did not.

Item nunber 7 is the same item nanme and description
however wupon further investigation we noted that the item
purchased by the State was purchased from Costco in a two
package container instead of a one pack container |ike the
ASCl purchase.

Item nunber 16 was for purchases of cellular tel ephones and
two year cellular telephone service contracts. W would
agree that these itens would nost |ikely not be conparable
because the purchase by the State included additional
itens.

Items nunber 40, 44, 81, and 145 the State and ASCI DO s
were the exact sane description, therefore, we did not
contact the vendors for additional information. Altman
stated in their report that item nunber 44 was further
researched and ASCl's order stated that the item ordered
"must be balanced". W reviewed the Buyspeed DO and the
actual invoice for ASCI and do not see anywhere on any of
t he docunents that the item "nust be bal anced".

Item nunber 24, Altman stated in their report that ASCl
ordered a T square and the State ordered a conbination
square. Review of the actual invoices for ASCl indicated
that a conbination square was in fact ordered by ASClI and
the itens are conparabl e.

W would agree that itens nunber 1, 7 and 16 are nost
likely not conparable, and have been excluded from our
sanple. Item Nunmber 121 is a conparing item however the
nunmber was transposed. If you renove these itens from our
sanple, and make the other clerical corrections noted in
Section 1V, the result would be an 11.57% cost increase
instead of a 9% increase in our original report. W have
made these corrections and recalculated our origina
Exhibit A The results of these can be found in A-1.
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Shi ppi ng: Shipping was not taken in consideration for the
foll ow ng reasons:

« Sonetines shipping was included on DO s where it said
"shipping was included in price, and the DO was for
nore than one item W could not determne how we
could fairly assign shipping to the "part or itenf in
our sanpl e.

* Shipping would be listed at the bottom of the Buyspeed
DO as a separate charge. W could not determ ne how to
fairly assign that cost if there was nore than one
itemon the DO

 Different quantities were ordered for each item by
the state or ASCI, since the quantities ordered were
not identical, we are to assunme that shipping costs
(no matter how they are presented on the DO nust be
different and we can not determ ne exactly how nust to
assign to each item

e Additionally, we noted that the exact itens may have
been shipped to different |ocations (such as the ferry
systen) and would assune that shipping costs would
nost |ikely be different.

« Sone DO s noted shipping as an estimate of .05 cents
when it was obvious that it would cost nore than .05
cents to ship an item

Because of the above challenges dealing with shipping, we
determ ned that we would |eave shipping out, when possible
as noted in our report.

M. Peterson interjected that shipping costs were not considered
in the Study because there was "no uniform reasonable nmethod to
assignto it".

VI. Application of inflation factors. W noted that
Nort hern Economics Inc. was asked to provide infornmation on
the application of inflation factors. W did not apply
inflation factors because we, like Altman are not
econom sts, and do not have the credentials to apply such
factors. We did however, nake note in our report that the
passage of tinme should be noted when viewing the results of
our procedures. In addition, the State provided information
to us regarding the CPlI [Consuner Price Index] and how it
relates to itenms procured on State contracts and we listed
that percentage in our report. W did not apply the

SFC- 06 (32) 03/ 24/ 06



percentage because of the variety of itenms that were
purchased. W did not that several of the vendors that we
spoke to while we were conducting our procedures told us
that the price of steel had increased during the reporting
peri od and we noted that in our report.

The report by Altman also noted in this section that of the
167 matches, 82 were found to be beyond a 12 nonth period.
The date paraneters that were established for this
engagenment were very specific and exceeded a twelve nonth
span. The reporting periods were the follow ng:

Report MNunmber 1: July 1, 2003 to June 30, 2004 conpared
with July 1, 2004 through June 30, 2005.

Report Number 2: July 1, 2005 to Septenber 30, 2005
conpared with July 1, 2004 through June 30, 2005.

Report MNunber 3: October 1, 2005 to Decenber 31, 2005
conpared with July 1, 2004 through June 30, 2005.

This section of the Atman report also nentions that
conpari sons that included purchases under supply contract
and contai ned escal ation clauses for inflation adjustnents.
The state advised us of the foll ow ng:

1. ASCI must utilize all mandatory contracts.

2. ASClI nust utilize non mandatory contracts to the extent
practicable, but are not required to use non nandatory
contracts.

3. It is not possible to tell based on the data at hand if
the item purchased from the contract vendor was actually an
item under contract as vendors, for exanple may sell many
itens that nmay not be on contract.

4. It is also not possible to tell if the purchases were
actually nade froma contract as the DOs do not refer to a
specific state contract, therefore, the itens may have been
purchased froma vendor without regard to a state contract.

The state has advised us that |less than half the purchases

in the sanple pool were from vendors with existing state
contracts. In addition, only about one third of contract
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vendor purchases were from contracts that contained a price
adj ust ment cl ause.

VII. Wighting of transactions. W reviewed the information
that was provided by Altman regarding the weighting of
transactions. W clearly noted in our report that our
met hodol ogy was to |ook at price increase or decrease per
unit. The purpose of our report was not to determ ne cost
savings for itens that are not simlar, as noted in the
exanple regarding the paper clips and conpressor.
Additionally, ASCI and the State purchased in different
guantities and accordingly, no uniform weighting system
coul d be established.

VIIl. Extrapolation to a Larger Population. The state
provided us wth the total value ($11.1 nmillion) of
procurenents conducted by ASCI for Report Nunber 1. The
State advised us that while they do not dispute that
services are included in the $11.1 nmllion reflected in
Report One, the State or MCAC has not verified the cost of
goods reflected in the Atman Rogers reports as $6.8
mllion. In addition, we sinply indicated in our Report
Nunber 1 that if you were to take the cost percentage
i ncrease that was cal culated using the data and multiplied
it by the total ampbunt of purchases conducted by ASCI, you
woul d get that cal culated increase in cost.

| X. Al aska Vendor Usage. We did not consider the percentage
of usage by Al aska vendor's verses usage of vendors out of
state. W would agree with the information in Al tman Rogers
report that the State nonitors the percentage of vendor
usage. The State provided us with reports that indicate
ASCI utilized Al aska vendors on 62.77 % of purchases during
the reporting period while the State percentage of use was
58. 16% during the prior period.

Concl usi on:

The net hodol ogy that we used to perform this engagenent was
agreed upon by the State and ASCI and was changed severa
times to accompdate the suggestions of both parties. Qur
report was for the procedures that we perforned. W
performed these procedures based on data that we received
from the State, and in sonme cases supported by obtaining
addi ti onal i nformation from vendor s and ot her
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docunentation. W have reviewed the itens noted in the
Altman report and believe the vast mpjority of the noted
di fferences can not be substantiated. W believe there is
an unknown inpact from inflation and it was noted in our
report. We also believe there are many alternative nethods
in which to present this data, but that would require nore
unknown assunptions. W believe our original report, as
anended, is essentially correct according to our agreed
upon procedures with the State of Al aska.

[ NOTE: Copies of Exhibit 1V, Exhibit A Exhibit |[Va,
Exhibit V, Exhibit A-1 are on file.]

10: 38: 52 AM

Senator Bunde characterized the final sentence of the response
as "very telling". Any criticisns of the Study or the "limted
applications” in it should be m ndful of the fact that the Study
"did what it could do .. according to" MCAC s "agreed upon
procedures with the State".

M. Peterson affirmed, "that's exactly what the report did. It's
not hi ng nore than an indicator of what we found".

Senat or Bunde voiced that the [imtations of the Study Iimt it.
Senat or Bunde asked the cost of the Study.

M. Peterson recalled the cost being in the range of $20,000 to
$30, 000.

10:40:17 AM

Co-Chair W I ken asked whether M. Peterson would agree that the
anount of correspondence between MCAC and the State woul d equate
to approximately 1,040 pages of paperwork.

M. Peterson clarified that another of his co-workers was the
primary person working on this endeavor. He could attest to the
fact that "a significant anount” of correspondence had occurred.

Co-Chair WIken asked whether M. Peterson would concur wth
| anguage in the Conclusion section on page 13 of the Altman,
Rogers & Co. Report titled " Alaska Supply Chain Integrators

LLC M kunda Cottrell Accounting and Consulting Costs of Goods
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and Services Report Managenent Review and Analysis" [copy on
file] which reads as foll ows.

Based on these issues and other factors detailed in this
report, the conclusions reported by MCAC are unsupportabl e.
In addition, due to nunerous noted deficiencies in the data
set and the nethodology selected by MCAC, it is
unreasonable to expect that the MCAC study could be
corrected to provide reliable conclusions.

10: 41: 09 AM

M. Peterson responded that MCAC reviewed each of the issues
raised in the Altman, Rogers & Co. report. MCAC has determ ned,
as reflected in the MCAC witten testinony M. Peterson had read
into the record, "the vast mgjority of .. what they found was
incorrect". Both the Altman Rogers & Co. and the Northern
Econom cs studi es addressed the statistical validity issue. MCAC
woul d agree that the Report should not be considered "in any way
shape or fornmt a statistically valid sanple. "W don't pretend
that it was." MCAC was told to "proceed and tell us what the
answer is" even though there is a Ilimted nunber of
transactions. MCAC never represented the Study as statistically
val i d.

Co- Chair G een asked whether MCAC comuni cated that view as part
of the docunent when it was transmtted.

M. Peterson replied that while that issue was not addressed in
the Study's conclusions, it is very clear that it 1is not
statistically valid. Only 167 itenms were matched.

Co-Chair Geen asked the reason the |lead person on the project
was not in attendance.

M. Peterson pointed out that MCAC received short notice about
the neeting. The primary individuals who worked on the project
were outside the State.

10: 43: 02 AM

Senator Hoffman remarked that, while the Study mght not be
statistically sound, it would serve as an indicator.
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M. Peterson stressed that the Study should be viewed as "an
i ndicator of what we found". How the information is used is
anot her i ssue.

Co-Chair Green referenced remarks in the Conclusion of M.
Peterson's testinony as foll ows.

The nethodol ogy that we used to performthis engagenent was
agreed upon by the State and ASCI and was changed severa
times to accommodate the suggestions of both parties.

Co-Chair Green asked whether this informati on i s document ed.

M. Peterson deferred to the Departnent of Admnistration to
respond. The Departnent of Admnistration denonstrated to MCAC
that after MCAC raised the issue about the sanple size that
"they went to ASCI and that they had discussions with thent.
MCAC was not involved in those discussions.

Co-Chair Green suggested that the |anguage she had referenced in
t he MCAC Concl usi on be restructured.

M. Peterson stated that, "the procedures in the report are what
they are. They're an indicator of what we found.”™ Nothing nore
shoul d be drawn from t hem

10: 44: 28 AM

VERN JONES, Chief Procurenment Oficer, Division of GCeneral
Services, Departnent of Admnistration, understood that "the
sole purpose and intent of the bill" authorizing PPP was to
produce cost savings. The RFP included "strong | anguage"” in this
regard. An enphasis on cost savings is also depicted in the ASC
proposal and on the record of that bill. "Clearly the intent
here is to reduce the cost of goods and services that the State
purchases."” DGS has conducted quarterly benchmark audits of this
contract. One of the identified "weaknesses" of the DGS reports
was the analysis of the cost of goods, and in fact, this
Commttee criticized DGS in that regard in the past. Wile the
DGS anal ysis was not scientifically or statistically valid, they
had endeavored to find appropriate matches, and the information
supported the determ nation that ASCI activities were resulting
"in a significant cost increase.”" Because the results were
statistically invalid, DGS issued an RFP to hire an independent
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third party to conduct an analysis. The "well known accounting
firm MCAC was hired to conduct and anal ysis the cost of goods.

M. Jones "strongly objected to M. Jackson's characterization
of the State's handling of this contract. | object because it's
not true. W did not try and influence the outcone in any way.
We sinply cooperated with themto get them information, to find
what they could find."

M. Jones responded to an earlier question regarding the
conversations about what to include in the audit. Those
di scussions included hinself, M. Hawki ns,  Cheryl Frasca,
Director, Ofice of Mnagenent and Budget, Ofice of the
Governor, and others. The use of State contracts, which is now
an issue objected to by ASCI, was one of the itenms di scussed.

10: 47: 36 AM

M. Jones comuni cated the State instructed MCAC "not to include
purchases by ASCI off of State contracts. ASCI asked us to
include those at the audit, and we did." Continuing, he noted
the State's savings and other data figures "do not match those"
depicted in M. Hawkins' presentation. An executive sunmary of
the quarterly benchmark information could be provided. "CQur
figures do not match what | saw here today."

M. Jones had read the Altman, Rogers & Co. report and did not
recall it specifying that ASCI had reduced the cost of goods for
the State.

10: 49: 27 AM

Co-Chair WI ken brought the conversation "back to the statistics
issue. It's hard to neasure anything if your yardstick changes
its size every other day." This would also apply to the scope of
the project DGS engaged in with MCAC. Wile it was agreed that
the Study would be statistically invalid, the decision was made
to proceed. "But, clearly sonmething changed”" from the tinme of
the August 25th letter to M. Jackson from DGS and Novenber™
when the Study was finalized. He referred to two of the four
af orenenti oned questions in that letter and read the follow ng
excer pt s.

e As professionals in the field, MCAC will independently
determne a statistically valid sanpl e size.
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Does the State know how MCAC wll determ ne the
constituents of the sanple and namintain statistical
validity?

* No, MCAC will determne the sanples and create a
statistically valid pools.

Co-Chair WIken determned from M. Mayer's responses in the
August 25, 2005 letter that "he clearly expected" that "the
nmeasurenents would be statistically valid and reliable". To that
point, Co-Chair WIken asked, "What changed?" after that letter
was witten and the tinme the Study concl uded.

M. Jones reiterated that the internal studies conducted by DGS
were known to be statistically invalid, because the Division
could not find appropriate sanple sizes. Thus the Division
issued an RFP for the developnent of a statistically valid
report and contracted wth MCAC, an outside Certified Public
Accounting firm They too "could not find* a sufficient sanple
size. The sanple size found represents "100 percent match of
every exact match". A lot of work had been done at that point,
and the contract was not halted. "What we want here is an
i ndi cation of what's happening under ASCI so we can assess their
performance."” Thus the determ nation was made to continue wth
the Study, as a |l ot of work had occurred up to that point.

Co-Chair WIlken stated that the response had not addressed his
guestion. There becane a point in tinme "when this Study becane a
waste of time and noney because the yardstick was invalid". The
guestion is when did that happen and who nade the decision to
proceed, knowi ng that the end result would be a study that could
"not be relied upon, let alone"” publicly published.

10: 53: 59 AM

M. Jones was unsure to the exact date of when the decision was
made to conti nue.

Co-Chair W1 ken asked whether M. Jones was involved in the
deci si on.

M. Jones affirned he was.
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Co-Chair W1 ken asked whether the decision mght have been made
in either Septenber or Cctober.

M. Jones could not recall.

Co-Chair W1 ken asked whether the decision was nmade "early on in
the process when you found that the yardstick was going to
change" or whether it was nmade md or late in the process.

M. Jones reaffirmed that he could not identify an "exact”
timefranme. At sonme point, we had a conversation with ASCI and
conceded to their request to include a nunber of other" State
contract itens in the study "in an attenpt” to enlarge the pool.

10: 54: 53 AM

M. Jones "objected" to the position that the Study was of no
value. It did provide an indication of the activity.

Co-Chair WI ken disagreed. The Study is statistically invalid,
whether it was the basis for ASCI to proclaimthat their service
had saved the State nine percent or whether DGS clained
otherwise. "You can't put this out as a work product if it’'s a
dartboard. And that's what you' ve done."™ MCAC nust have i nforned
sonmeone at sone time "you are publishing sonething that 1is
worthless". Wile it is "a nice review of the facts", it is
wor t hl ess.

Co-Chair WIken expressed appreciation for the fact that the
probl ems PPP has experienced have been brought forward. "It's
time that this beconme public.l'm so disappointed in why we're
here tal king about this Study that professionals, including you,
shoul d have stopped from ever being published.™

Co-Chair W/ ken asked whether M. Jones had been concerned that
the consultant hired did not have the expertise to incorporate
an inflation factor.

M. Jones countered that the firm was a reputable accounting
firm "fully capable of analyzing data". Wile they are not
statisticians they could conduct sanple conparisons.

Co-Chair WIken acknow edged; however found it "somewhat
strange" that a firm w thout such expertise had conducted the
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study. He appreciated the firm admtting, "that ... they don't
have the credentials to apply inflation factors”.

M. Jones pointed out that ASCI's contract firm Al tman, Rogers
& Co. did not have that expertise either.

Co-Chair WIlken replied, "Altman Rogers didn't wite this".

Co-Chair Geen, voicing disappointnment that the Study had been
publicly published, asked how that decision had been nade. Wile
the immediate participants mght understand that the findings
were statistically invalid, the public could perceive things
differently. "That's kind of below the belt."

Co-Chair WIlken noted that on various occasions, "we have ... had
conclusions waiting for a study. This is another one."

AT EASE 10:58 AM/ 10:59:21 AM

ART CHANCE, Director, D vision of Labor Relations, Departnent of
Adm nistration, informed the Conmittee that in his position he
works with the three organized | abor unions that represent "the
enpl oyees who would be at issue in this matter of the 800 pound
gorilla in this .. As confusing and conflicting as the various
versions of the economc analysis mght be, at some point", he
would be required to "submt those confusing and conflicting
versions of the economic realities to a |labor arbitrator who's

going to tell us whether or not we've violated these
agreenents.” One arbitrator has already informed him that the
process the State used "to initiate this, at |east under the
supervisory contract violated their agreenent.” Wile she had

not halted the process, she had expressed that any effort to
"expand or renew this process, we had to denonstrate feasibility
by a nmeans other than that which we wused to initially
denonstrate it ...The initial feasibility nmethod was basically to
take the contractor's proposal and conpare it to our costs. W
went out and asked that there be proposals to do this for us and
we conpared it to our known costs". The arbitrator "concluded
that that did not satisfy the requirenents in the |abor
agreenents, all of which required denonstration of econonic
feasibility in order to lay off State enployees and replace them
with a private contractor."

M. Chance admitted not knowi ng "what a feasibility study would
| ook like under these |abor agreenents that would satisfy any
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third party tryer of fact. Qur collective bargaining |aw
absolutely mlitates against us outsourcing to the private
sector any work being done by State enployees. The |abor
agreenents that control the enployees that are subject to this,
| abor trades and crafts, general governnent and supervisory, all
have 'contracting out' |anguage that permt us to outsource
where there is a denonstration of feasibility". However, "there
is no definition of what a denonstration of feasibility is.”

M. Chance remnded the Commttee the State has, in the past,
outsourced and sustained that action through arbitration
However, the State has also at times lost the arbitration of
t hose activities. He could not discern "what the difference is
bet ween the ones where it was feasible and the ones where it was
not."

M. Chance comrunicated "that probably the only way that we

woul d change that 'contracting out' |anguage in any of those
agreenents is after the strike. These are very val uable pieces
of language to these unions.” In this case, there are active

grievances with all three |abor unions. Wile the D vision has
collected as nuch data as possible in this process, he would be
"facing third party neutrals in an if lawful binding decision,
and they're going to be hearing the sanme thing that you are
hearing today. The State saying it's feasible using one body of
econoni ¢ know edge; the unions saying it's not feasible using
anot her body of economic know edge. That's the situation.” He
has "pressed for nmuch of this nmeasurenent because" the situation
nmust be addressed.

11: 03: 50 AM

Co-Chair Geen inquired as to whether a statistically valid
Study woul d have assisted M. Chance in this effort.

M. Chance was unsure as to whether "a cost of goods would be a
part of the feasibility study. One party's going to argue that
it should be and the other party's going to argue that it
shouldn't. The State's position would be that we're going to
mai ntain this process because the Legislatures told us to. W
woul d have to say that feasibility is only a neasure of what our
| abor and adm nistrative costs are, costs of goods are not a
part of that." The union position would be that while sone | abor
costs mght be reduced, "they're costing thenselves a |ot of
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noney on cost of goods". The arbitrator's position on this would
be the unknown.

Co-Chair Green remarked "what a travesty".

Co-Chair Geen identified |abor managenent as being the root of
the problem This involves "lower |evel enployees who would |ike
to see this scuttled who would do anything they can to nmake it
not happen and who woul d not want this to go forward".

M. Chance "would not go so far as to attribute individual
actions to individual enployees"” .. as there is no evidence in
t hat regard.

Co-Chair Geen agreed, however, declared, "collectively, |
woul d".

M. Chance stressed, "there are three organizations that have
intense institutional opposition to us doing this or anything
like it."

11: 05: 53 AM

MARK O BRI EN, Chief Contracts Oficer, Division of Contracting

Procurenent and Appeals, Departnment of Transportation and Public
Facilities indicated he had not been present earlier in the
nmeeti ng because he had not anticipated his Departnent being part
of today's discussion. However, after hearing his nanme nentioned
he decided it best to join the discussion.

M. OBrien stated that M. Hawkins' remark about his feelings
being hurt when the Program was adopted "was not a fair
characterization. Wiat is a fair characterization is is that
there was at that testinony and those hearings a discussion

about the cost of goods savings, and the nunber $20 mllion was
thrown out."” M. Hawkins indicated that that was "a conservative
estimate". He, a 28-year veteran in the State's procurenent

system viewed this as "a little insulting to think"™ that the
years of efforts to enter into nmulti-agency contracts and to use
our professional expertise to achieve the best savings possible
for the State, that sonehow we were missing the mark by a nunber
that large.” To inply that his "feelings were hurt, | would say
it was frustrating and it was insulting to the profession of the
fol ks that had been doing the job up to that point".
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M. OBrien professed having no bias at the onset of PPP. The
Department of Transportation and Public Facilities conm ssioner
asked himto assune "lead for the Departnent in interacting with
the Departnment of Adm nistration and ASCI in inplenenting this
within the Departnent.”

M. OBrien addressed the issue of destroying State property by
characterizing it as "a red herring". The activities being
referred to "were the result of frustrated enployees who were
laid off as a result of the outsourcing.”

Co-Chair Geen interrupted to proclaim that any action of
enpl oyees who were frustrated "because they got released is
i nexcusabl e" .

M. OBrien clarified that the material that was destroyed was
not State property, "and it's excusable because what they were
getting rid of were their own personal vendor lists and things
they kept as part of their job." An exanple would be "your
Rol odex on your own desk. In nobst cases, it was a process of
cleaning out the office before ASCI cane in." ."One enployee
stated "Well, I'"'mnot going to help them anynore than | can' and
he threw his Rol odex away into the trashcan."

Co-Chair Green stated that action is "inexcusable."”
M. OBrien stated it's frustrating.

M. OBrien noted that when the Departnment becane aware of the
behavior that was occurring, it conducted "nunmerous neetings"”
and menoranduns were issued. Departnment of Transportation and
Public Facilities nanagenent "instructed enployees to actively,
voluntarily, and aggressively participate” wth ASC. He
recalled a neeting of the Southeast Region of the Departnent,
whi ch was section to which the PPP would apply, which was held
around July first, the approximate tinme ASCI was to assune
procurenent responsibilities.

11:10: 56 AM

M. OBrien continued that at that neeting, the Director of the
Sout heast Region, Gary Paxston, addressed the entirety of the
sout heast regi onal directors "and in no uncertain termns
described to the enployees the participation and their role in
this Pilot. It was blunt, it was very clear.." Those enpl oyees
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| eft "knowi ng what nanagenent's position was on their assistance
in rolling the program out.” It would be incorrect to say that
the Departnent had not addressed enployee behavior or had not
assisted in the transition.

Co-Chair Green appreciated that information.

Co-Chair Geen asked M. Hawkins whether he had concluding
conment s.

11:11: 42 AM

M. Hawkins agreed with M. OBrien that Gary Paxston had nade
"a good faith effort to shoot straight from the shoul der and
help us where he could.” He had provided "significant
| eadership”" to the Departnment and was a "lifeline for us." M.
Paxston has retired and has been replaced by soneone new to the
process.

M . Hawkins puzzl ed between "the distinction in feeling insulted
and having one's feelings hurt."

M. Hawkins addressed the conments presented by MCAC. "Part of
what we're seeing there is just an unfamliarity with doing cost

of goods research .. It's clear that they're struggling to
evaluate the data. One of the first things that you do when you
take a data set |like this and when you're going cost of goods
analysis, is you do outlier analysis. If you have 167
transactions, and you're doing what they were doing of adding
them all up to a bottom line result, and tallying it and
conparing it to the sanme colum next to it, one or two or three
transactions in that list can have a disproportionate affect on
the bottom line result. That is why, everybody has agreed here
this nmorning, and | have to tell you |I'm pleasantly surprised

and floored that everybody has agreed that this Study is
statistically invalid. But that's why it's statistically
i nvalid. Because when you use nethodology |ike that, one or two
transactions can skew the thing wildly." Thus soneone famliar
wth this field would conduct an analysis and identify
"suspicious" transactions. ldentify the best ten or 15 and the
ten or 15 "wor st " transacti ons; "t hose t hat are
di sproportionally inpacting the results and research those
carefully and make sure that those are valid transactions.
Because when you're |ooking at 50 percent or 70 percent changes
in prices, there's an excellent chance that there's sonething
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wong there. It's freight, it's item conparability, it's this
item has a service included and this item doesn't". The MCAC
comment nmade in regards to the fact that "they could not tell on
the conparability question" whether this item required bal ancing

or shipping and "this item didn't" is indicative of their
unfamliarity with the process. "You have to follow up and cal

the vendors, you have to drill into those transactions and ask
the question of why are these so different. And then you'll get

to the bottomline answer. And nine tines out of ten what you'l
find is the item for one reason or another that's not a 50
percent or 70 percent or even a 25 percent difference. Usually
it's not a fair presentation. Prices don’t vary that nuch." ASC
took the top ten and the worse ten and conducted that research
they "called the vendors and followed up", and "we determ ned
that seven of the ten in both cases, top and bottom were
invalid." Atmn, Rogers & Co. conducted significantly nore
conparability research

M. Hawkins concluded that MCAC was sinply unfamliar with the
requi red work, and was unable, from a procurenent standpoint, to
di stingui sh what the differences were.

M. Hawkins did not believe there was malice on the part of
MCAC. There was just "unfamliarity and perhaps a failure to
recogni ze when the credentials aren’'t there and maybe they're
participating in sonmething that's going to have a very bad
i npact on both a | ocal conpany and State policy."

Co-Chair Green, in consideration of an inpending Senate Fl oor
Session, stated that the presentation nmnust conclude. She
appreciated the information. Conmttee nenbers should inform her
of any further desired action.

Senator Bunde determ ned the Program to be working, and in that
regard, asked that consideration be given to expanding it.

Co- Chair Green agreed.
#

ADJ OURNIVENT

Co- Chair Lyda G een adjourned the neeting at 11:17: 39 AM
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