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CHAIR CON BUNDE called the Senate Labor and Commerce Standing
Commttee neeting to order at 1:38:16 PM Present were Senators,
Ellis, Davis, Seekins and Chair Bunde.

SB 139- EXTENSI ONS OF OCCUPATI ONAL BDS/ AGENCI ES

CHAI R CON BUNDE announced SB 139 to be up for consideration.

TOM MAHER, staff to Senator Therriault, sponsor, explained the
provisions in SB 139 stemfromtwo audit reports prepared by the
Division of Legislative Audit.

MR. MAHER explained that SB 139 extends the sunset date for
Board of Marital and Famly Therapy from June 30, 2005 to June
30, 2010 as per the audit. It also incorporates reconmendations
contained in an audit of the sunset process itself. Section 2
clarifies for boards that are termnated that their authority
for regulatory and disciplinary powers is transferred to the
Department of Community & Econom c Devel opnent (DCED). Currently
this happens, but statutes don't give the departnment the
authority to those activities.

Sections 3 and 4 change the standard sunset period for
occupational boards in AS 08.03.020(c) and non occupational
boards in AS 44.66.010(c) from not to exceed four years to not
to exceed eight vyears. Increasing the standard sunset period
allows for better use of audit staff and make the sunset process
| ess consuming for the legislature, the boards and regulatory
agenci es.

Finally, section 5 adds two criteria that nust be considered in
the course of a sunset review by the auditors. They are the
extent to which the board, comm ssion or agency has effectively
attained its objectives and the efficiency with which it has
operated and the extent to which the board, comm ssion or agency
duplicates activities of another governnmental agency or the
private sector. Expanding the criteria will assure that auditors
will neasure the efficiency and effectiveness of Dboards,
comm ssions and the agenci es under review.

1:40: 39 PM
SENATOR BEN STEVENS | oi ned the conm ttee.

1:42:11 PM

PAT DAVI DSON, Division of Legislative Audit, said she reconmends
extension of the Board of Marital and Fam |y Therapy. During the

SENATE L& C COWM TTEE -4- April 5, 2005



course of her review she | ooked at whether it should be conbi ned
with other behavioral health boards. But if they continue on
separately as they are, she reconmends a five-year extension.

The audit |ooks at efficiency and the effectiveness of the
Al aska sunset process, a process that came to Alaska in 1977
when a lot of other states started using it also. Since then,
six states have suspended their sunset process and six have
outright repealed it. Al aska has a standard four-year extension

another group are at six years and another is at ten years.
Gven the times the boards and conm ssion have conme under
review, it really isn't a question any nore that they be
cont i nued. She is now looking nore at efficiency and
ef fectiveness issues.

1:45: 20 PM

RICK URION, Director, Division of OCccupational Licensing, said
he was a |egislator when the 1977 sunset |aw was passed and he
supported SB 139 now. He noted that the Board of Opticians is
schedul ed to sunset and sooner or later the law wll need to be
clarified about what the departnent does in that case.

1: 46: 44 PM
CHAIR BUNDE npved Anendnent 1 as follows for discussion
pur poses:

Del ete section 2 and insert:
Sec. 2. AS 08.02.020(a) is anended to read:

(a) Upon term nation, each board listed in AS
08.03. 010 shall continue in existence until June 30 of
t he next succeedi ng year for the purpose of concl uding
its affairs. During this period, term nation does not
reduce or otherwwse limt the powers or authority of
each board. One year after the date of term nation, a
board not continued shall cease all activities, and
all statutory authority of the board is transferred to
t he departnent.

MR URION explained that it clearly establishes that all the
board’s statutory authority is transferred to the departnment. A
new section (4) makes it cl ear t hat any litigation,
investigations and |icenses that have been issued are in place
until changes are nade.
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CHAIR BUNDE said there were no objections and Anendnent 1 was
adopt ed.

1:48: 14 PM
CHAIR BUNDE npved Anendnent 2 as follows for discussion
pur poses:

Add a new section to the bill

Sect. 4. AS 08.03.020 is anended by adding a new
subsection to read:

(d) The departnment shall carry out the functions of a
board that has been termnated and ceased all
activities. Litigation, hearings, investigations and
ot her proceedings pending at the tinme the board ceased
activities continue in effect and nmay be continued or
conpleted by the departnent. Licenses, certificates,
orders and regul ations issued or adopted by the board
and in effect at the tinme the board ceased activities,
remain in effect for the termissued, or until revoked
anended, vacated or repealed by the departnent.

1:48: 59 PM
SENATOR BEN STEVENS asked if the legislature allows the board to
sunset, does that automatically confer its authority to the
depart nment.

MR URION replied that is correct. For exanple, if the Board of
Opticians sunsets, the departnent would continue to |icense and
follow the criteria in the law. He added, "W Ilicense a whole
| ot of people in the state w thout boards.”

1:50: 30 PM

V5. DAVI DSON explained that two |egal opinions, one from the
Departnment of Law and one from Legislative Legal, address what
happens when a board sunsets. One opinion said that from the
time the board sunset, no one can be issued a l|license, but those
| i censes don’t go away. But nothing can nove forward in terns of
licensing. The second opinion was that if a board goes away,
then the regulations that refer to it are nmoot. In which case

if you have no regulations to carry out the function of the
statute, there is no process for people that are licensed to
continue with the license or it goes into a |linbo.

Last year she recommended allowing the Board of Opticians to
sunset and starting up a registration process that would allow
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for individuals who want to call thensel ves registered
di spensing opticians to neet certain qualifications and
criteria.

M5. DAVIDSON said if any board is going to sunset, it goes into
a w nd-down year. But boards don't want to w nd down; they
really hope for an extension. This bill lets the departnent step
into that space providing for an orderly process.

1:53: 24 PM

SENATOR BEN STEVENS said the decision to shut down comes from
the legislature and he asked if the departnent could nanage
wi t hout further input fromit.

M5. DAVIDSON replied that the legislature would have to take
further actions by elimnating all the statutes if it wanted the
whol e licensing function to go away. Elimnating the board woul d
be a first step in that process.

SENATOR BEN STEVENS asked if the departnent would continue
| i censi ng under regul ation until that happened.

MS. DAVI DSON replied, “Yes, it would.”

1:55:48 PM

CHAIR BUNDE assuned that the boards are charging enough to be
sel f-supporting, but if the departnents have to issue |icenses,
he thought a fiscal note m ght be necessary.

V5. DAVIDSON replied that the statute says any occupations being
regul ated by the division have to be self-supporting.

1: 56: 19 PM
SENATOR STEVENS asked what other boards would fall under
provi si on.

MR. URION replied about 20 nore |licensing boards.

CHAIR BUNDE said he thought it was an admnistrative goal to
elimnate sone of the boards, but he didn't see a l|ot of
novement in that direction.

1:56:59 PM

CHAIR BUNDE said there was no further objection to Anmendnment 2
and it was adopted. He said he would hold CSSB 139(L&C) for
anot her heari ng.
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SJR 11- REPEAL TELECOVMUNI CATI ONS TAX

CHAI R CON BUNDE announced SJR 11 to be up for consideration.

DAVE STANCLIFF, staff to Senator Therriault, explained the
resolution and that there is a bipartisan effort to elimnate
it. Oiginally, he said the telecomunications tax was put in
pl ace to support the Spani sh American \War.

2:00: 06 PM
CHAIR BUNDE stated his concern about elimnating the tax and
asked how nmuch doi ng that woul d decrease the state's revenues.

SENATOR ELLIS in an aside noted that President dinton supported
repeal of the tax.

2:01: 45 PM

SENATOR SEEKINS noved to pass SJR 11 from committee wth
i ndi vidual recomendations and attached fiscal note. Senators
Seekins, Ellis, Davis, Ben Stevens and Chair Bunde vote yea; and
SJR 11 noved fromcommitt ee.

SB 142- REG ONAL SCHOOL BD LAND/ BLDG OWNERSHI P

CHAI R CON BUNDE announced SB 142 to be up for consideration.

NONA WLSON, Legislative Liaison, Departnent of Transportation
and Public Facilities (DOTPF), said there were questions about
SB 142 in the last neeting and the departnment wanted to address
t hose.

KIP KNUDSEN, Deputy Conm ssioner of Aviation, Departnent of
Transportation and Public Facilities (DOTPF), explai ned:

Qur lawers were trying to do us a favor and give us
sonme power and influence over buildings that school
districts mght also want to claim W don't have any
event where a school district is leasing a building, a
DOT building. So, giving us the power to deny their
request would be silly. So, really all we're focused
on is land. Al we really care about is title to the
| and and, hopefully, this anendnent strips the bil
down to the barest essential.

CHAIR BUNDE noved Anendnent 1 and objected for discussion
pur poses. There were no questions and Arendnent 1 was adopt ed.
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2:06:11 PM
CHAI R BUNDE cl osed public testinony.

SENATOR SEEKINS noved CSSB 142(L&C) from commttee wth
i ndi vi dual recommendations and attached zero fiscal not e.
Senators Seekins, Davis, Ben Stevens, Ellis and Chair Bunde
vot ed yea; and CSSB 142(L&C) noved fromcommttee.

SB 160- STATE PROCUREMENT ELECTRONI C TOOLS

CHAI R CON BUNDE announced SB 160 to be up for consideration.

SENATOR SEEKI NS noved to adopt CSSB 160(L&C), version X. There
were no objections and it was so ordered.

CHAIR BUNDE explained that the commttee substitute adds the
Al aska bidder preference that was deleted from the original
bill.

SENATOR ELLIS said previous |egislatures had debated about the
extra preference to in-state bidders and disabled folks. He
asked if a preference for disabled business owners was still
included in the CS.

CHAIR BUNDE replied that he understands the CS replicates what
is in existing statute. He went on to explain how the bill cane
about . Internet technology has <created ways to increase
efficiency and |ower costs in state procurenent. So, the state
had a pilot programto show if that was possible.

KEVI N BROOKS, Deputy Conm ssioner, Departnment of Adm nistration
(DOA), said the genesis of this project occurred tw years ago
in HB 313, which established a pilot project that included up to
two state departnents and two instrunentalities of the state and
provided for a sunset date for the pilot. SB 160 elimnates the
sunset date and the restriction on the nunber of departnments. It
enables him to go forward with analyzing the benefits of the
efforts that were undertaken.

In this day and age, we are |ooking for opportunities
to streamline and nake governnent nore efficient.
Certainly E-conmerce tools and procurenent tools have
cone a long way and the state’s nmethod for procuring
goods and services is a bit antiquated in that regard
— a very paper driven process. And so, we certainly
share the interest in trying to make that process nore
efficient. Currently, there has only been one state
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agency, the Departnent of Transportation, and nore
specifically, the Southeast Region, that has been
involved in the pilot. That has really only been
during the current fiscal year.

e started | ast sunmer and t he successfu
contractor...Alaska Supply Chain Integrators, I nc.
began working with DOT.... The contractor has done a

great deal of work in bringing his system into the
state agency. There is a l|lot of groundwork that has
been laid. W have done sone analysis of the first
quarter of the fiscal year. Wre finishing a review
of second quarter procurenments and now we just

conpleted the third quarter.... Currently, at this
point, from the admnistration’ s perspective, the jury
is still out. W don't have enough data to say it’s

been a success or a failure, but it’s certainly worth
continuing the process to see how this is going to
work out and so this bill would allow us to continue
that...

2:13: 22 PM
CHAIR BUNDE asked if he thought the state m ght need a |arger
sanple to be able to judge if this is effective or not.

MR. BROOKS replied that he personally thinks the departnent
needs 2nd and 3rd quarter data from the fiscal year. That wll
provide a basis in expanding the sanple size. It must go through
a feasibility process, which includes docunenting cost savings
on paper before proceeding. There is also a notification
process.

2. 15: 54 PM
SENATOR ELLIS asked since the jury is still out, how does that
square with extending the nodel to all state agencies.

MR. BROOKS answered that all departnents wouldn’t necessarily
participate; it would nake nore sense for some than others. The
Department of Law, for instance, doesn’'t deal with a lot of
commodi ties.

2.17:32 PM

CHAIR BUNDE said M. Brooks nentioned there is a procedure where
sonme savings are possible before this could go forward and asked
if this bill passes, would those procedures stay in effect. If a
departnent would qualify, it could nove forward.
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MR. BROOKS replied that is correct.

2:17:50 PM

SENATOR ELLIS said it's been reported to him that state
enpl oyees in the affected agency wanted to bid on sone sort of
change in the procurenent system and the adm nistration decided
to preclude them from getting together and making a proposal to
conpete wth the private contractors. He asked him what
happened.

MR. BROCKS replied that he didn't have personal know edge of
that, but would get back to commttee. He disclosed that he cane
into his position just |ast summer.

SENATOR ELLIS said that he believes conpetition is good and
| eads to efficiencies and further:

If state enpl oyees wanted to cone up with a new system
that was equal or superior to the private contractor,
we ought to have a contest of ideas and see who cones
out on top and provides the state with the best
servi ce.

MR. BROOKS responded that automating the state’s procurenent
process is a good idea and the pilot uses a private contractor
that mght do it nore effectively. He said he would |look into
Senator Ellis’ question.

SENATOR ELLIS said he was told that the state enployees were
precluded fromeven trying to do that.

MR. BROOKS said that he would check into that. He also wanted to
comment that he supported the preferences anmendnent. O ten they
are clunsy and awkward and asked if he could provide |anguage
that would not change the preferences, but nmake them nore
efficient and straight-forward within the bill

2.21:02 PM
SENATOR ELLIS said he wanted to mnmmke sure that existing
preferences were included in the commttee substitute.

MR. BROOKS said that is the case, specifically the disabilities
pref erence.

Anot her item he nentioned was on page 1, line 10, that says the

contract would be awarded wunder AS 36.31.100 through AS
36.31.190. Expanding the reference from AS 36.30.100 through AS
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36. 30. 265 was recomended. This would give the state the ability
to award this contract via conpetitive seal ed proposal process.
And now the statutory reference stops short of that.

2.22:20 PM

SENATOR SEEKINS said he has no objection to an Al aska
preference, but has concern about extending a preference to
di sabled people unless they are the actual operators of a
busi ness. He has seen several contracts awarded to people with a
disability preference and they were just a subcontractor to one
of the other people that bid on the project in the first place.

CHAI R BUNDE asked himto work on | anguage with M. Brooks.
MR. BROOKS r esponded:

W are certainly interested in the appropriate
inpl ementation of these preferences and share your
concern that they be afforded to people who genuinely
deserve them and not any body el se.

CHAIR BUNDE said that Scott Hawkins is the contractor who is
di scussed and he owns a business within his Senate district.

2.23:48 PM

SCOTT HAWKINS, Al aska Supply Chain Integrators (ASClI), said he
won the contract for the procurenment pilot project. ASCI was
founded in 1999 to provide purchasing, warehousing and other
aspects of procurenent and material operations to the North
Slope oil fields and gradually to other clients. It has grown to
150 enpl oyees and has developed a suite of E-commerce tools to
help clients. It is up against national conpetitors who have a
lot of capital behind them He sees a future in back-office
busi ness process operation in both public and private sectors.

He has delivered substantial, docunentable savings to his
clients.
2. 25:59 PM

He explained that his business nodel doesn't buy and resel
goods. It operates the adm nistrative processes on behalf of the
cust omer.

Qur vision is that the back-office overhead that does
these types of admnistrative services is a necessary
function you have to have in order to operate. But the
nore noney that can be saved in those types of
activities, the nore can be poured directly into
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program expenditures — things that really neet the
needs of constituents and stakehol ders.

2:28: 57 PM

He said a nenorandum witten by Suzanne Dallinore to Beau
Grant, opponents of the program had been circulated that
reflected on the program and him as a contractor. It alluded to
cases of outsourcing prograns gone awy, even one item on the
current program It contained unsubstantiated allegations that
are primarily scare tactics. Sonme of the issues did not even
concern the pilot project and there seened to be an inconplete
under st andi ng as to how t he program works.

The meno erroneously says that the bill prematurely privatizes
100 per cent of Al aska pr ocur enent wi t hout econoni ¢
justification. In reality, the bill does not set forth a

schedule and doesn’t require any further privatization
what soever if the admnistration is not so inclined. However,
the bill does authorize expansion at the discretion of the
admnistration and only if feasibility can be shown. Union
bargai ning agreenents require that feasibility be shown. The
agreenents have a trenmendous anmount of due process that enforce
t hat requirenent.

MR. HAWKI NS said the nenb suggests that the savings are illusory
and he referred the comnmttee to the feasibility study and to a
subsequent conpliance audit conducted by the Ofice of
Managenment and Budget to reassure and verify nenbers that the
savings are quite real and significant.

He said the bill is alleged to not nmandate conpetition in
pr ocur enent and gives the contractor carte Dblanch over
procurenent, which it doesn’t do. On the contrary, he said the
program does nandate conpetition and, nmuch |ike the -current
procurenent code, it requires a certain anmount of conpetition at
certain |levels of “spend.”

MR. HAWKINS said the rules in his contract are simlar in spirit
to the current procurenent code, but there is a |ot of excessive
red tape in the procurenent code that he is not bound by. His
contract requires conpetition at different |evels of spend; it
does not el imnate conpetition and preserves bi dder’ s
pref erence.

The nmeno says that privatization favors a few large firns

headquartered elsewhere and he admtted that his firm is
headquartered in Anchorage. It also alleges that the bill favors
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a single firm but he said the expansion and extension of the
pil ot does not guarantee his conpany any business. He has a
current contract for a current scope of wrk that is very
limted and it expires on June 30, 2006. The adm nistration wll
then have three options. It can renew the contract for one
renewal term it can choose to rebid or it can choose to not
renew it and replace his contract service with state enpl oyees.

2:35:20 PM

CHAIR BUNDE said he assunmed if the state enployees wanted a
conpetitive bid, they wouldn’t be treated any different than any
private firm He asked M. Hawkins if he supported that
conpetition.

MR HAWKINS replied that he wouldn’t be in any position to
oppose it. He understands that collective bargaining agreenents
allow a period of tinme for affected unions to respond and that
response is entirely out of his hands.

2:35:55 PM
SENATOR ELLIS asked if the state precluded state enployees from
putting their proposal forward.

MR. HAVKI NS replied no.

SENATOR SEEKINS said if the state enployee were to use his
position or the know edge of any privileged information within
his position to try to conpete for a contract |ike that, he
m ght run into severe ethics problens.

2:36:40 PM
CHAI R BUNDE sai d col |l ective bargaining agreenments allowit.

MR. HAVWKINS returned to comenting on the neno that accuses the
bill of mandating a one-size-fits-all privatization nodel that
m ght not be appropriate for all agencies. However, he said the
feasibility assessnent would determine iif the nodel was
appropriate for all agencies. The nmeno sites specific federal
requirenents for the use of federal funds in procurenent and
those are a factor that could be worked through on an agency- by-
agency basis. It could be a limting factor in terns of the
scope of the pilot.

The nmeno also accuses the bill of raising constitutiona
concerns in terns of allowing the contractor to set the rules.
However, these concerns have cone from the Arizona Center for
Al aska Constitutional Studies. But, HB 313 didn't appear to
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raise any constitutional i1issues and he doesn’'t get to set the
procurenent rules. He has to follow them

Anot her section clains that the bill will expose the state to
litigation because it mght inpair existing contracts that other
vendors woul d have with the state.

2:38:16 PM

MR HAWINS said his nodel does not have him contracting
directly with vendors or contractors. H's conpany perforns
adm nistrative functions; the contracts are state contracts.
When he takes over an office, as with DOTPF Sout heast Regi on, he
inherits a portfolio of contracts to admnister under their
existing terns and conditions. That adm nistration and
subsequent actions have to be consistent with the contracts, but
al so have to occur under the state’s procurenent code.

The contractor is accused of having an economc relationship
with a governnment official, but he wanted to put on the record
that no one associated with ASCI has any relations with anyone
in the Al aska governnent.

2:41: 36 PM

MR. HAWKINS said there are several reasons to privatize this
function. These activities have becone nore systemoriented with
web tools and managenent specialization and the cost of the
overhead infrastructure can be shared across other entities. He
bri ngs exposure to other ways of doing things in doing this type
of activity for nmultiple clients. Another benefit is elimnation
of long-term retirenment obligations as procurenment and supply
chain personnel are noved to private sector enploynent.

2.:44: 29 PM

He said this programis very new, but the najor mlestones have
been net. The operation is on schedule. “W have delivered
significant per sonnel cost savi ngs. W’ ve achieved sone

significant historical firsts in E-commerce....”

However, he said the engagenent was way too snmall to be able to
bring the full resources of what he could bring to the table. He
can offer value in pooling volune of several state agencies and
get better pricing. It’s hard to show the value of the program
usi ng such a small corner of business.

2:48: 30 PM

The O fice of Managenent and Budget (OVB) contract conpliance
report says the contract has been conplied with. He went on to
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explain that in a previous position he wused to spend tine
pronoti ng Anchorage as a supply chain and |ogistics hub. Sone
years ago he formed a conpany that is attenpting to do that in
the private sector.

2:52:43 PM

CHAIR BUNDE said that the pilot program displaced 10 state
workers and asked if he was obligated to try to provide
enpl oynent for those workers.

MR HAWKINS said he tried, although he did not have a
contractual obligation. He scheduled assunption of duties and
schedules in such way as to mnimze inpacts on inpending
retirements. He spent a fair anmobunt of time in the preparatory
nonth interviewing and working with the affected staff nenbers
who were being elimnated. Every single one in the procurenent
office was offered a job at conparable pay. None accepted it.
They were able to find simlar positions in other agencies.

2:55:14 PM

JI' M DUNCAN, Business Manager, Al aska State Enpl oyees Associ ation
(ASEA), opposed this legislation. He represents a significant
nunber of people who would be inpacted by this project as well
as those who lost their jobs. He is concerned about the I|ong-
terminpacts on his nenbers.

Procurenent of goods and services for state governnents is an
i nportant issue and must be handled carefully to maintain public
trust and the integrity of the system He applauded adding
bi dder preferences on page 2, but he asked the commttee to | ook

at page 1, line 14 that says “a procurenent conducted by the
person selected under (a) of this section is not subject to this
chapter or to AS 36.15.” That neans that any procurenent that

is conducted by the contractor who is selected under this
project is exenpted fromthe Procurenent Code.

2:58:36 PM

The Procurenment Code was not just thrown together lightly or
quickly. It was done with nmuch forethought and study to ensure
that the public trust was being maintained. In 1986, the

Legi sl ature adopted the Model Procurenent Code (MPC) and it was
endorsed by the American Bar Association. He thought it should
be strengthened to nake sure the public trust was maintained to
the fullest. He was concerned that one sentence on page 1, |ine
1, would say that the <contractor is not subject to the
Procurenment Code that has been in place since 1986.

SENATE L& C COWM TTEE -16- April 5, 2005



3.02: 27 PM

As a conmssioner of the Departnment of Administration, M.
Duncan said he oversaw the procurenent process and he thought it
wor ked wel | .

3.03: 14 PM

He pointedly thought this is premature and there is no clear
indication that the pilot project is successful or not. His best
information indicates first quarter cost of goods increased 20
percent and the audit on the next quarter isn't conplete. He was
confused with the |anguage on the Al aska bid preferences, the
conpetitive bid process and request for RFP. The jury is really
out on the pilot project.

3. 04: 38 PM

He responded to M. Hawkins’ conment about rules and asked if
the negotiated rules would be identical to the procurenent code.
Coul d enployees have a high level of trust in thenf? Is the
integrity of the procurement process protected?

3. 06: 07 PM

He asked why the |legislature would want to give up its
responsibility to set the procurenent process in statute to an
adm nistration that would negotiate different rules for every
contract. “That’s not where the rules in procurenent should be!”

3:06:43 PM

MR. DUNCAN appl auded the legislature for wanting to |ook for
ways to bring about nore efficient government. His union wants
to bring about nore efficient governnent. He said the union did
not have a chance to respond when the pilot project was
originally let. It did not have an initial chance and has a
grievance filed that will probably go to arbitration.

On February 11, 2004, ASEA received a letter from Conm ssioner
MIller, DOA, giving notice of the results of a feasibility study
to determne the potential cost and benefits of +the pilot
project in the Southeast Region. The study stated that there
woul d be a project savings of nore than $260,000 and a projected
approxi mate $200, 000 each year after that. He requested further
information on March 3 relating to the detailed cost analysis
ASClI performed in building their budgets and operation plans and
that analysis was referred to in the ASCI bid docunent.

On March 5, the state refused to provide a copy of

that detailed cost analysis stating it was an internal
docunent prepared by ASEA. It was not a requirenent of
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the RFP and the cost analysis was not received by the
state. The state said they couldn’t provide it to us,
because they didn't get it.

On March 12 ASEA did submit an alternate plan and the
comm ssioner rejected it on March 19. He was told at that tine
the cost analysis was not available. ASCI’'s cost analysis was
not provided to the union and it had no way to determne it was
correct and neither could the state.

3:10: 05 PM

BEAU  GRANT, Presi dent, Beau Geste Enterprises, said he
specializes in procurenent managenent and is here on behalf of
the unions. He has over 30 years of experience in governnent
procurenent at the federal, state and | ocal | evel s. He
specializes in general procurenment nmanagenent and strategic
pl anni ng, investigative consulting, expert wtness work and he
is also a certified nediator and arbitrator with AAA

He handed out a new response. He said that government business
is not the sane as private business. Governnent procurenent
consunes approxi mately 23 percent of the nation’s gross nationa
product and services, which translates to approximtely $1.7
trillion per year. It is the biggest conpany on the planet.

The first difference is the law. In the private sector he can do
whatever the |aw does not explicitly prohibit him from doing.
But in the public sector, people can only do what the |aw
specifically allows them to do. Because of the legislature's
fiduciary authority it nust have enabling legislation to receive
the authority to spend public dollars. You can't just give that
to a conpany and excuse them from the code. If there is no |aw
if there are no guidelines assurances as to how the noney is
spent, then whoever is spending it has no authority. The market
is different, the custoner is different.

3. 16: 58 PM

He did not think that all the inpacts of privatizing procurenent
had been thought through and identified. ASCH has already
i ndi cated that things had happened that weren't planned, because
they were doing business in the private sector. He al so pointed
out that no one else bid for the project and he thought sone
woul d have if privatization had been successful sonewhere el se.

MR GRANT said that 85 percent of all privatization 1is

contracting out and t hat IS what public pr ocur enent
prof essionals are trained to do.
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The reality IS [ privatization] hasn’ t been
successful.... Unfortunately, 45 out of 50 states have
suffered severe deficit budgets and we have found a
direct relationship between those budgets and the
over-expendi tures caused by [indisc.] procurenent and
no contract managenent. If you don’'t nmanage it; if you
don’t nmeasure it; don’t expect it to succeed...

3:.18:12 PM
He said there are good exanples of what can be done in-house
W th having to pay soneone else to do what you could do.

3:20: 58 PM
SENATOR BEN STEVENS asked hi mwhere he is | ocated.

MR. GRANT answered in Tanpa, Florida.

SENATOR BEN STEVENS noted that page 16 of M. G ant’s neno says,

“Hi story teaches us that if anything, privatized systens — the
only cost savings a state receives - is by the elimnation of
enpl oyees.”

He asked M. Gant if he thought the only way to achieve
efficiency is to hire nore people.

MR. GRANT replied that the only way to achieve real savings that
will reduce the need for people is to use E-commerce, but you
don't need to go outside to get that done.

3.23: 06 PM

SENATOR BEN STEVENS said the conclusion at the bottom of page
25-26 says, “There is no immedi ate budget crisis in Al aska and
there is tinme to reflect.” He hadn’'t seen any entity put that in
writing before.

3:25: 09 PM
SENATOR SEEKI NS asked M. Grant for a brief about the coment on
page 21 that this bill could have US Constitution issues.

3:25:57 PM

KENNETH BROWN, Anchorage, said he is a 30-year state enployee
and his is one of the positions ASCI tried to outsource. He was
involved in the union response to the RFP. He sai d:

|’m here today to ask you not to break two contracts.
Passing this bill will. Section 2 repeals the previous
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statute that created the pilot project and changes the
sunset date and the way | read it, it breaks the
contract that the Departnent of Admnistration has
with Alaska's Supply Chain Integrators. Secondly, it
would break a nore inportant cont ract - t he
Constitution — the contract between the people and
their governnent....

He said the pilot project was an enornmous disruption to his
busi ness and he said that costs noney that was not allowed to be
i ncluded in the studies.

MR. BROWN said he wote nost of the counter proposal for ASEA
In it, he assunmed a fair and equal basis of conparison would be
all owed and that the union would be allowed to deviate fromthe
Procurenent Code the same way ASCI was allowed. He proposed
viable alternatives including a process that preserved the use
of Al aska preferences and it was rejected. Additional costs were
even added to his proposal. But, ASCI's cost projections were
accepted without verification including $120,485 in start-up
expenses, which he thought was an unethical mani pul ation.

3:31:59 PM
He also stated that ASCI could not prevail upon the |egislature
to break or alter their agreement with the adm nistration.

BARRY JACKSON, retired state enployee, said he served as the
Acting Director of the Division of General Services in the
Department of Admnistration, as a Deputy Drector and a
Contracting Mnager for decades. He is currently enployed by
Resources Data as a progranmer analyst, a project manager and a
procurenent consultant. Resources Data perforns services for
ASClI and he has hel ped prepare the docunents for this contract.
He said:

In the md-80s, when | was still a state enpl oyee, we
were faced wth a catastrophic reduction in our
staffing capabilities. My staff in Anchorage at that

time was cut literally in half. The only way we were
able to cope wth that was through attenpted
automation efforts.... | wote prograns that were used
from 85 wuntil alnpst 1998 or so. It was only through

the use of these automation tools that we were able to
successfully carry on. Oherwise we would have had a
crash and burn in our capacity to do the business of
the state.

SENATE L& C COWM TTEE - 20- April 5, 2005



3. 34: 28 PM
CHAI R BUNDE handed the gavel to Senator Seekins.

MR BROWN conti nued:

What ASCI is offering to do here is to give the
| egi sl ature the opportunity to see that com ng again
as it certainly appears to be. The time will cone when
there will be a need to cut state enployees, including
in the procurement function. There will be no way to
cope wth the work that 1is generated by the
departnents to acconplish their mssions wthout sone
form of continued automation. ASCI has the tools. |’ve
seen them 1’ve trained on them They are very usefu
tools. They fit Alaska's state governnent very well.
So, I'm very enthusiastic about the use of those tools
and | believe that they will nmake a big difference
when that day conmes that the legislature has to face
it and start cutting positions.

3. 36:49 PM

BEN MLAM Anchorage, said he has 30 years of contracting
experience, four professional certifications and has worked wth
Al aska businesses helping them to get government contracts. He
has also worked as a private contractor. He understands the
phi |l osophy of governnment contracting and public purchasing
better than nost. “My only comrent on this is this is just
really poor public policy - to contract out pursing in the first
pl ace.”

MR MLAM said he belongs to a news clipping service and sees
many ethics violations by government officials in purchasing and
contracting who have let contracts to their friends, have rigged
contracts and those kinds of things. In governnment, that kind of
thing is illegal, although it’s not in the private sector.

If a private business wants to give business to his
best friend, that’'s okay. It’'s his noney and he can
spend it the way he wants to. But if you' re spending
public noney as we are, you can’t do that. That’s the
reason, as M. Duncan said, that we have a Procurenent
Code.

CHAI R BUNDE announced that the bill would held and adjourned the
meeting at 3:40:53 PM
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