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CALL TO ORDER
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Representati ve Faircl ough

PRESENT VI A TELECONFERENCE

Butch O nstead, Vice Chairman, Al aska Appraisal Board
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HB 342 EXTEND BOARD OF REAL ESTATE APPRAI SERS
HB 342 was REPORTED out of Conmttee wth a "do
pass" recoomendation and wth a previously
publ i shed fiscal note: FN1

HB 225 STATE PROCUREMENT CODE

CSHB 225 (FIN) was HEARD and HELD in Committee
for further consideration.

HIR 45 OPPOSE FEDERAL CAP AND TRADE LEG SLATI ON
HIR 45 was SCHEDULED but not HEARD

9:07: 36 AM

Co-Chair Stoltze brought the neeting to order and listed
the bills to be heard.

9:08: 39 AM
#hb342
HOUSE BI LL NO 342

"An Act extending the term nation date of the Board of
Certified Real Estate Appraisers; and providing for an
effective date.”

REPRESENTATI VE TAMM E WLSON presented an overview of her
bill to extend the Board of Certified Real Estate
Apprai sers to June 30, 2014. She reported that the Board of
Certified Real Estate Appraisers (BCREA) is conprised of a
five menber board to establ i sh: (1) exam nati on
speci fications for certification as a real estate
appraiser; (2) rules of professional conduct to establish
and maintain a high standard of integrity in the real
estate appraisal profession; and (3) regulations necessary
to carry out the purposes of the statutes. The concl usion
of the Legislative Audit is a recommendation to extend the
BCREA's termination date by four years rather than eight
due to the deficiencies identified by the appraisa
subcomm ttee. The deficiencies have or are being addressed
by the board. The board is funded by the RSS fund through
receipts from licensing fees. She stressed that no new
funds will be required to inplenent the bill.

9:10: 32 AM
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PAT  DAVI DSON, LEG SLATI VE  AUDI TOR, LEG SLATIVE AUDI T
D VI SION, LEG SLATIVE AFFAIRS AGENCY, recommended a four
year extension for the board instead of eight years. There
was concern the board failed to act in followng up on
issues identified during their federal review She added
that there were also admnistrative deficiencies in
financial accounting and reporting by the board. She noted
that there have been extended vacancies on the board this
year as the governor's office failed to nmke tinely
appointments. There are recomendations to the governor's
office to address nore tinely appointnents of board nenbers
and a recomendation to the departnment to inprove its
adm ni strative support to the board. M. Davidson stressed
that these boards are self supporting and rmaintaining a fee
| evel appropriate for their expenses. |In FY2009, they
substantially dropped their fees.

9:12:32 AM

Representative Doogan inquired about the fiscal note. M.
Davi dson replied that she could not speak to the fiscal
not e.

Representative Austerman asked for the reason to extend the
board for four years rather than eight. WM. Davidson
replied that it was primarily due to the lack of board
responsi veness and follow up to the federal review. The
board is required to certify real estate appraisers, and
then state residents could participate in federal |oan
prograns. There is a federal agency that does periodic
reviews of the activities of the board and that agency
found that the board and departnent were not being
sufficiently responsi ve to addr ess t he identified
short com ngs.

Representative Austerman asked if the board wll be
reviewed again wthin the four vyears. Ms. Davi dson
responded that there is currently a federal review in draft
form that should be finalized soon, but legislative audit
will not be going back to |ook at the board for the next
four years. Representative Austerman naintained it does not
nmake sense to wait four years if they are having a problem
but should be reviewed again in one year. M. Davidson
remnded the conmttee that at any point in tine the
| egi sl ature can ask Legislative Audit to conduct an audit.
There can also be a request to see if the problens have
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been resolved. Representative Austerman asked if there
would be an automatic follow up due to the problens. M.
Davidson indicated that if the |legislature extends the
board for four years, then Legislative Audit will follow up
in four years.

9:16: 04 AM

Representative Fairclough referred to page 11 of the report
under "Findings and Recommendations” where the second
bull et point states that the board does not have enough
authority to carry out its functions wunder TITLE XI.
Representative Fairclough asked M. Davidson to speak to
this finding (Al aska State Legislature, Legislative Budget
and Audit Committee, D vision of Legislative Audit,
Decenber 7, 2009, Pat Davidson, Legislative Auditor, copy
on file).

Ms. Davidson responded that the bullet points state that if
the federal agency cane in and found that the board did not
neet these criteria, but it does not specifically indicate
that they do not have enough authority. These are set out
as criteria, not as findings.

Representative Fairclough inquired if the state needs to
act to provide additional authority to the board so they
can carry out their mssion under TITLE X . M. Davison
reported that they did a review of the federal report
before it becanme final. The recomrendations in the audit
are mnor housekeeping and statutory cleanups, but nothing
substanti al .

9:18: 23 AM

Representative Austerman asked if the statement that it was
only mnor problens was why the departnent was recomrendi ng
the four years. M. Davidson responded that there were
operational and statutory issues. The operational issues
had to do with how well the applications were being
reviewed and the follow up when the board really needs to
take imediate action. In the draft report, federal |eve
changes were nmade in sone |aws, statutes and regul ations
changes sonetinme get behind. They do not have the final
report vyet, but when reviewing the draft the problens
appeared to be mnor clean up that needed to be addressed.

9:20: 06 AM
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JENNI FER  STRI CKLER, OPERATI ONS  MANAGER, DVISION OF
OCCUPATI ONAL LI CENSI NG DEPARTMENT OF COVMERCE, COVMUNITY
AND ECONOM C DEVELOPMENT, answered sone of the questions.
The division went through difficulties wth wunqualified
staff, but these individuals have noved on and new people
hired. The issues in the audit regarding the board as not
being in conpliance wth the appraisal subcomm ttee
findings were related to three |licensed individuals. These
i ndi vidual s | acked sonme subm ssions of work logs in their
licensing files. The departnment took action to contact
these individuals to have them submt their work |ogs; one
conplied, two did not. The departnent fell short on not
being nore assertive wth the board to take disciplinary
action against the two |icensees who continue to hold their
license. It has been brought to the attention of the board
and the boar referred those two individuals over to the
investigative until to start disciplinary proceedings.////

9:22:37 AM

Represent ati ve Doogan inquired again about the fiscal note.

Ms. Strickler related that personal services are made up of
licensing staff, managenent staff, and investigative staff.
Licensing staff operates on a positive tinmekeeping basis
because of the receipt supported services funding so the
only tine attributed to this board is recorded and charged.
She continued that travel, consisting of transportation and
per dieumis for the board and staff to neet at |east two
tinmes a year. The contractual costs are high because in
2008 there were litigations and hearing costs which tend to
drive expenses up. Representative Doogan asked what the
contractual are being paid for. M. Strickler noted that
the division has an investigation unit conprised of twenty
investigators. They are assigned to this program so their
salary is paid by the departnent as they are state
enpl oyees.

Representative Doogan asked if this was charged back from
ot her agencies. Ms. Strickler replied yes.

9:25: 04 AM

Co-Chair Stoltze asked about a consistent failure to fil
the board seats. He inquired if this problem had been fixed
over the past several nonths. M. Strickler stated there
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have been a lot of appointnents to various boards, but she
was unable to say if it has been a problem

Co-Chair Stoltze questioned if there was any inprovenent.
Ms. Strickler contended that she could not say.

9:26: 27 AM

BUTCH OLMSTEAD, VI CE CHAI RVAN, ALASKA APPRAI SAL BOARD (via
tel econference), talked about the two recent vacancies on
the board and believed there were two new appoi ntees ready
to fill those vacancies. In the past it was noticed that
open seats on the board were vacant for a |long period,
therefore in that regard there has been an inprovenent. He
referred to sone of the housekeeping natters and problens
from the audit and acknowl edged that they have been
addr essed.

Co-Chair Stoltze closed public testinony.

9:28:26 AM

Co- Chair Hawker comrented that he has noticed consistently
that every single sunset audit has involved criticisns of
the support services provided to the departnent or agency.
He has asked for all the past reports on audit problenms
with plans to insist on a nore consistent follow up by
t hem

Co-Chair Stoltze responded that he preferred shorter
sunsets when there are concerns.

Vi ce-Chair Thomas MOVED to report HB 342 out of Conmittee
with individual recommendations and the acconpanying fiscal
note. There being No Cbjection, it was so ordered.

HB 342 was REPORTED out of Conmittee wth "do pass"”
recommendation and with a previously published fiscal note:
FN1

9:31: 05 AM

#hb225
HOUSE BILL NO. 225

"An Act relating to the State Procurenent Code;
relating to the procurenent of supplies, services,
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prof essional services, construction services, state
fisheries products, state agricultural products, state
tinber, and state lunber; relating to procurenent
preferences; relating to procurenment by the office of
t he onbudsman, the Al aska Industrial Devel opnent and
Export Authority, the Al aska Energy Authority, and
other state agencies and public corporations; and
providing for an effective date."

Representative Faircl ough wel coned her staff.
She noted it would change fromi nside the.

Co- Chair Hawker MOVED to ADOPT CS for House Bill 225(FIN)
26\ LS079\'S, Banni ster, 2/16/10.

Co-Chair Stoltze OBJECTED for the purpose of discussion.
Represent ati ve Faircl ough asked for a sectional analysis.

9:32: 28 AM

VERN JONES, CH EF PROCUREMENT OFFI CER, DEPARTMENT OF
ADM NI STRATION, reviewed the forty six sections in the
Sectional Analysis (copy on file).

CSHB 225 (FIN)
Sectional Anal ysis

* Section 1: Amends AS 24.55. 275

Updates a citation to reflect the renunbering of
a preference.

* Section 2: Amends AS 36. 15. 050( a)

Amends the local agricultural preference to grant
a seven percent cost preference to the qualifying
bid rather than to the low bid, mking this
preference consistent wth other procurenent
pr ef er ences.

* Section 3: Amends AS 36. 15. 050( b)
Amends the local fisheries preference to grant a

seven percent cost preference to the qualifying
bid rather than to the low bid, mking this
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* Secti

* Secti

* Secti

* Secti

* Secti

* Secti

* Secti

on

on

on

on

on

on

on

preference consistent wth other procurenent
pr ef er ences.

4: Amends AS 36. 15. 050 by addi ng a new
subsection (h)

Amends the | ocal agricul tural and fisheries
preferences to disallow a bidder from being
granted both a |ocal agricultural/fisheries
preference and an Al aska product preference under
anot her statute.

5: Amends AS 36. 30. 015(e)

Updates a citation to reflect the renunbering of
a preference.

6:  Amends AS 36.30.015(f)

Adds the Alaska Industrial Devel opnent Authority
and the Alaska Energy Authority to a list of
agencies exenpt from the procurenent code and
updates a citation to reflect the renunbering of
a preference.

7:  Amends AS 36.30.015(h)

Updates a citation to reflect the renunbering of
a preference.

8: Amends AS 36. 30. 020

Updates a citation to reflect the renunbering of
a preference.

9: Amends AS 36. 30. 030

Updates a citation to reflect the renunbering of
a preference.

10: Amends AS 36. 30. 080(f)

| ncr eases t he t hreshol d [imt for snal
procurenents of |eased space from 3,000 square
feet to 7,000 square feet, consistent wth

section 24.
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* Section 11: Amends AS 36. 30.110(b)

Clarifies Alaska business license requirenents
for conpetitive sealed bids and qualification for
the Al aska bidder preference. Change would

require bidders to show proof of their Al aska
Business License prior to award, but would
require the license at the tinme of bid subm ssion
in order to qualify for the Alaska bidder
pr ef er ence.

M. Jones interjected that this change was suggested and
recoomended by Legislative Audit. It was to address a
problem where bidders were disqualified for technica
reasons on high dollar procurenents because they failed to
get a business license in time. Also sone bidders were
disqualified if they changed their business name or nerged
their business and failed to change this on their business
i cense.

* Section 12: Amends AS 36. 30.130(a)
Elimnates reference to a procurenent officer’s
use of vendor lists, reflecting the repeal of the

statute establishing the vendor |ists.

M. Jones noted that the state has taken its business
online for the past ten years, but the statute nakes the

state keep vendor lists even though they are seldom used
There are those on the vendor list with a fal se expectation
that they wll be notified when bidding occurs. Al

notification nowis done online.
* Section 13: Anends AS 36.30.170

Updates a citation to reflect the renunbering of
t he Al aska bi dder preference.

* Section 14: Amends AS 36. 30 by adding a new section
36. 30. 195

Adds a new section to the procurenent code that
allows for nulti-step revised sealed bidding, a
new process that will allow a procurenent officer
to use successive steps of sealed bidding to
obtain the best and final bid price for purposes
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Section

of award. Excludes construction contracts from
this provision.

15:  Amends AS 36. 30. 200( b)

M nor nodi fi cation to | anguage regar di ng
construction procurenents.

* Section 16: Amends AS 36. 30.210(b)
Clarifies construction contractor registration
requirenents, now explicitly requiring
regi stration before award of a contract.

9:39:10 AM

* Section 17: Amends AS 36. 30.210(e)
Clarifies Al aska business |icense requirenents
for conpetitive seal ed pr oposal s and
qualification for the Al aska bidder preference
using |anguage consistent wth that wused in
Section 11.

* Section 18: Anmends AS 36.30 by adding a new section
36. 30. 245
Adds a new section to the procurenent code that
allows for nulti-step negotiations. This has
essentially the sane effect as Section 14, but it
applies to the conpetitive sealed proposal
process. A procurenment officer will be able to
gain the best and final proposal for purposes of
award through successive steps of negotiation and
pr oposal subm ssi on. Excl udes construction
contracts fromthis provision

* Section 19: Amends AS 36. 30. 250( a)
Updates a citation to reflect the renunbering of
a preference.

* Section 20: Amends AS 36.30 by adding a new section

36. 30. 255

Directs procurenment officers to consider only the
preferences listed in statute when applying
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preferences under a conpetitive sealed proposal
process, and instructs them to apply the
preferences only to the price portion of a
proposal. This effectively elimnates the Al aska
offeror’s preference contained in regulation at 2
AAC 12.260(e), and which has no basis in statute.

* Section 21: Anmends AS 36.30 by adding a new section
36. 30. 290
Adds a new section allowing an agency to accept
el ectroni c bids and proposals.

* Section 22: Amends AS 36. 30. 310
Revises the statute relating to energency
procurenents, clarifying that the comm ssioner of
adm nistration shall adopt regulations defining
enmergency conditions and who shall be responsible
for witten determnations of the basis for an
emer gency procurenent.

* Section 23: Amends AS 36. 30. 320( a)
I ncreases the threshold under which a state
agency may use informal procurenent process to
$100, 000 for goods and professional services, to
$200, 000 for construction, and 7,000 square feet
for | ease of space.

9:43:32 AM

* Section 24: Amends AS 36.30 by adding a new section

36. 30. 321

Adds a new section consolidating the Al aska
bidder and related preferences formerly at AS
36. 30. 170(b). This section also sinplifies the
qualification for the disability and enploynent
program preferences, elimnates the seldom used
enpl oyers of people with disabilities preference,
and establishes the Al aska veteran preference and
its qualifications.

* Section 25: Anmends AS 36. 30. 322(a)
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* Section

Modi fies the use of local forest products statute
to grant a seven percent cost preference to the
qualifying bid rather than to the [ ow bid, nmaking
this preference consi st ent with ot her
pr ef er ences.

26: Amends AS 36.30.336 by repealing and
reenacting

Clarifies which preferences are cumulative and
which may not be conbined. (exanple: bidders
cannot claim both an enpl oynment program
pref erence and di sabl ed bi dder preference)

* Section 27: Amends AS 36. 30 by adding a new section
36. 30. 364
Adds a new section allow ng the chief procurenent
officer to renegotiate a contract wthout an
addi ti onal conpetitive process, subj ect to
several conditions ensuring that the renegoti ated
contract is at |least as favorable to the state as
the original contract and that the additional
period of performance does not exceed five years.

* Section 28: Amends AS 36. 30. 560
Clarifies the tinmeframe within with a protest
nmust be fil ed.

* Section 29: Anmends AS 36. 30. 565(b)
Clarifies the nmeaning of “good cause” requiring
that a protestor show why they could not file a
pr ot est bef ore t he deadl i ne, al | owi ng a
procurenent officer to better determ ne whether
to consider a filed protest that is not tinely.

* Section 30: Anmends AS 36.30 by adding a new section
36. 30. 567
Adds new sections relating to protests, requiring
a protest filing to be acconpanied by a
ref undabl e $250 filing fee.

9:48:18 AM
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* Section

* Section

* Section

* Section

* Section

* Section

31: Anmends AS 36.30 by adding a new section
36. 30. 572

Adds a new section to allow a procurenent officer
to tenporarily delay award of a contract in order
to address a protest, rather than issue a stay of
awar d.

32: Anmends AS 36. 30. 655

Elimnates reference to the renoval of debarred
or suspended per sons from vendor lists,
reflecting the repeal of a law establishing the
vendor |ists.

33: Anmends AS 36. 30. 700

Adds language to the cooperative purchasing
section that allows the state to nore effectively
use contracts established by other public
procurenent units.

34: Amends AS 36.30. 700 by adding a new
subsection (b)

Adds a new section explicitly authorizing the
state to participate in cooperative procurenents
with other governments and waiving procurenent
preferences that otherwi se prevent other public
pur chasi ng units from partici pating in
cooperative purchase agreenments sponsored or
conducted by the state.

35: Amends AS 36.30.850(b) by addi ng new
par agr aphs

Adds new exenptions for; contracts for |ease
space |ocated outside the state; for contracts
for investigative services entered into by the
departnment for the Al aska personnel board, the
office of public advocacy, and the Al aska Public
Ofices Conmssion; for commodities used in the
prisoner enploynent program and for professiona
trai ni ng.

36: Amends AS 36.30.900( 1)
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Adds the exenption for the Alaska Industrial
Devel opnment and Export Authority and the Al aska
Energy Authority.

* Section 37: Amends AS 36. 30.900 by addi ng new par agr aphs
Moves t he definition for “Al aska  bidder”
(formerly contained in 36.30.170(b)), and adds
new definitions for “electronic signature,” “in
witing,” “signature,” and “witten.”

9:49: 49 AM

* Section 38: Amends AS 36.90. 049(a)
Updates a citation to reflect the renunbering of
a preference.

* Section 39: Anmends AS 38.35.017(a)
Updates a citation to reflect the renunbering of
a preference.

* Section 40: Anmends AS 44.62.310(d)
Adds | anguage to clarify that the Adm nistrative
Procedure Act does not apply to neetings wth
of ferors under the multi-step negotiation process
contained in section 18 or to renegotiation of
contracts in section 28.

* Section 41: Amends AS 44.88.085(a)
Techni cal change regarding application of the
Admi ni strative Procedure Act to Al DEA

* Section 42: Repeals statutes establishing the vendor
list and rel ationships to other preferences.

* Section 43: Amends the uncodified | aw of the State of

Al aska

Clarifies the application of the procurenent act
to pendi ng solicitations during transition
peri od.
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* Section 44: Anends the uncodified |aw of the State of
Al aska

Adds in transition |anguage stating that the
Dept. of Admnistration shall include in the two
successive biennial reports after the effective
date of this Act information on the savings that
have been achieved by Sections 14 and 28 of this

Act .
* Section 45: Amends the uncodified | aw of the State of
Al aska
Changes the catch line of 36.30.360 from
“Det erm nation of responsi bility” to

Det erm nation of nonresponsibility.”
* Section 46: Effective Date

Language making the procurenent act effective
i mredi ately.

9:51: 01 AM

Representative Austerman nentioned his confusion regarding
Section 11 and asked for some clarification.

M. Jones replied that there are tw issues at play. He
noted that at present to be considered one nust have an
Al askan Business License at the tine a bid is submtted

This change would require an Al aska Business License prior
to receiving an award.

Representative Austerman noted the electronic bidding in
Section 21 and inquired how this would be nonitored for
rural areas that often have internet problens.

M. Jones replied that it wuld require systens and
protocols to be put into place that were unavail able right
now, but this section would just allow them to receive
el ectronic bids and proposals. It would not require an
el ectronic submssion, but wuld allow it instead of
requiring a signature on paper. Representative Austernman
stressed that he did not want those w thout access to
electronic bidding to be penalized. M. Jones agreed that
was not antici pated.
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Representative Austerman asked the time franme difference
between a tenporary delay rather than a "stay" of an award
in Section 31. M. Jones explained that right now the only
tool to delay an award is to "stay" an award. \Wen an award
is stayed, that mnmeans that the stay remains in place
t hroughout the protest. This gives the procurenent officer
time to postpone an award wth tinme to review the
situation. He added this is happening right now, but there
is no official permssion in statute to do it.

9:55:18 AM

Representative Austernan asked if there are issues ofn
frivolous protests. M. Jones replied that there are sone
frivolous protests, but this section would not necessarily
be ainmed at those. This section gives a tool to take tine
and not nake an award immediately if there are unsure facts
or nore investigating is necessary to see if the protestor
has a reasonabl e case.

9:56: 09 AM

Representative Gara noted he was happy to give bidders
preference to those who work in various industries, but
concerned that if it is not carefully done, then state
nmoney will be given away and nore expensive. He referred to
page 16, lines 20-28 of the bill. He noted that the only
requirenent to get an Alaska bidder preference is to be
gualified to do business in the state, have an Al askan
business license and maintain a place of business wthin
the state staffed at least six nonths of the year. He
expressed concern that an expensive bidders preference
could be given to outside conpanies with a shell office
here in the state. He asked if the bill could read "a
princi ple place of business."”

M. Jones remarked that was a good observation. He noted
that this does not change from existing statute. The
problem with requiring a principle place of business is
that it is difficult to track and define. He added there
are sone businesses here, even though it is not their
primary place of business, nmay enploy nore people here than
a snmaller Alaskan firm Representative Gara reiterated that
it was a big concern.

9:59:12 AM
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9:59: 44 AM

ADAM BLOWI ELD, OWER, THE BLOWFI ELD COWPANY, testified
that Section 25, page 9 which would add the new section AS
36.30.321 elimnates the enployers of people wth
disabilities preference. He also referred to Section 25,
page 10, letter J elimnating the preferences for |ease
contracts. M . Blonfield related the history of his
conpany. He added that renoving this preference for hiring
people wth disabilities would be detrinental to his
conpany. His only enployee is his disabled sister, although
he has also hired others. This preference allows disabled
people to have a better chance of being hired to work in a
conpany. M. Blonfield s second concern is renoving al
preferences for |lease contracts. It is his belief that this
would affect all Alaskans. He explained that once when
bidding on a contact, he was the only Al askan bidder and
canme in sixth in a pool of six bidders.

10: 06: 08 AM RECESSED
2:11:47 PM RECONVENED

Co-Chair Stoltze called the neeting back to order.

Representative Fairclough remarked that M. Blonfield' s
business is directly inpacted by renoving the |ease
provision therefore she inquired why the departnent is
recommendi ng t he change.

M. Jones replied that in regards to Section 24 there are
several changes to the section with tw affecting M.
Blonfield s business. One change would elimnate the sel dom
used enployers of the disabled preference. He nentioned
that there are three businesses currently enjoying this
preference. The sponsor's bill would also elimnate the
| eases from applications of preferences in procurenent. The
t hought when the legislature passed this several years ago
is that it would not be applied to |eases. There are many
things that are |ooked at when looking for office real
estate; price, location, condition, and environment. They
are not concerned with the residence of the owners because
it is a building in Al aska regardl ess of who owns it.

2:16: 21 PM
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Representative Fairclough asked for an estimate on the
additional costs that have been paid on |ease spaces to
t hose enployers hiring disabled Al askans. She questioned if
this was a big or small issue.

M. Jones replied that the current procurenent system is
not automated and there is no nmeans on collecting the data
on the cost of this or any other preference. He stressed
that General Services 1is the only branch wth this
preference and only tw or three enployees would be
affected. In a few instances it has nmade a difference in
who received the award when the preference was put into
practice.

Co-Chair Stoltze inquired if M. Jones could project a
bal | park figure or percentage. M. Jones guessed that it
woul d be several hundred thousand dollars, but he had no
direct information.

2:19: 49 PM

Representative Gara agreed that removing the |ease
pref erence sounded reasonable, but wanted to make sure that
other disability preferences were not affected. M. Jones

replied that the Blind Vendor program still remains in the
Departnment of Labor. He added that there were also two
other disability related preferences that wll not be
af f ect ed.

2:21:12 PM

Representative Fairclough asked how many square feet are
affected under the enployer preference. M. Jones replied
he did not know.

M. Blonfield replied that zero has been affected. There
are three other conpani es under the same ownership with one
di sabl ed enpl oyee. He spoke of eight year litigation wth
the state over this preference and thought his conpany
m ght be caught in the mddle of this.

Representative Fairclough inquired how this affects M.
Blonfield s conpany if they had not won any awards. M.
Blonfield replied he had bid tw contracts wth this
preference and cane very close. For his conpany to take on
a giant conpany, it would be difficult for himto conpete.
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Representative Fairclough remarked that this would not
negatively affect M. Blonfield s conpany if he had never
won an award. She el aborated that it may reduce
opportunities in the future to win a contract, but there
has been no negative inpact at this time. M. Blonfield
agreed that it has not affected him or his conpany right
now, but it could in the future.

Representative Fairclough asked if M. Blonfield s conpany
won any contracts wth the enploynent provision. M.
Blonfield replied yes he had. Representative Fairclough
asked how many square feet has been affected. M. Blonfield
responded that the awards were not for |ease contracts,
they were supply contracts. Representative Fairclough asked
how he would be affected. She inquired if M. Jones knew
the dollar value for the commttee to consider on how many
supply contracts have been won. She understood that sone
under small procurement would not even be affected by what
the legislature is doing.

M. Jones replied that the preference does apply to snall
procurenents. He clarified that there have been |eases
awar ded where this preference was the determ ning factor.

2:25:40 PM

Representative Fairclough asked if that was to the
Fai r banks contractor. M. Jones replied yes.

2:25: 53 PM

Representative Gara reiterated the deletion of the enployer
preference for hiring enployees wth disabilities and
wonder ed how many enpl oyees a conpany nmust have to get this
pr ef er ence.

M. Jones replied that there is no nunber, but the |aw
states that fifty percent of a conpany's workforce nust be
di sabl ed.

Representative Gara asked how those conpanies hiring
individuals with disabilities would be helped with the
Enpl oynent Training preference. M. Jones responded that
there are two other disabilities preferences; the disabled
bi dder preference and the enpl oynent program preference.
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Representative Gara asked M. Blonfield if he received this
preference because of hiring one famly nenber wth
disabilities. M. Blonfield replied that he has one
enpl oyee who is disabled, making this 100 percent in his

conpany.
2:28:22 PM

Co-Chair Stoltze questioned the work load of the second
enployee who only works a few hours per nonth. He
enphasi zed that it strikes him as a |oophole. He asked if
there was any requirenment for the activity of the enpl oyee.
M. Jones replied that he does not believe having one
enpl oyee who qualifies is what the original drafters had in
m nd.

2:29: 24 PM

Representative Gara asked M. Blonfield if he would hire
his sister even if there was not a bidder preference.

M. Blonfield stressed that he would like to hire her, but
not sure how this would inpact his business. He conmented
that without the preference, outside conpanies would bring
in their own enployees and may not use Al askans.

Representative Gara referred to page 9, line 21, listing a
preference that allows the conpany to charge five percent
nore if it is an insurance related contract. M. Jones
replied that this is not connected with the preference.
This just states that an insurance conpany wth that
qualification can substitute for having an Al aska business
license and still qualify to submit a bid. Representative
Gara asked if an insurance conpany can charge five percent
nore. M. Jones responded no.

2:32:25 PM

Represent ati ve Faircl ough asked what percentage of work M.
Blonfield s disabled sister does for his conpany on a
weekly basis. M. Jones elaborated that she is a full tine
secretary working at |east 40 hours a week.

2:33: 17 PM
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M. Jones comented that the Committee Substitute before
the commttee nakes certain changes to exenpt construction
from new innovative types of procurenent. The change was
never intended for construction and the Departnent of
Transportation had never intended to wuse this type of
procurenents and they had no objection to exenpting
t hensel ves.

Co- Chair Hawker cl osed public testinony.

2:36: 01 PM

Representative Doogan inquired if Section 23, page 9, line
5, updates the anobunt of noney the agency can spend w thout
going to a formal bidding procedure. M. Jones agreed that
was the intent. Representative Doogan asked why that should
be done. M. Jones replied that the intent was to sinplify
a |larger nunmber of procurenments. This is a nore sinplified
form of conpetition to get quotes instead of issuing a
formal invitation to bid and having a twenty one day
circulation period. His noted that his agency only does
hi gh dollar procurenents, not small ones. He believed this
would free up the nunmber of procurenments under the snal
procurenent threshol d.

2:38:15 PM

Represent ati ve Doogan questioned why this would be wanted.
He did not feel it was a conpelling argunent to just make
life easier in agencies at the expense of the protections
of a formal procurenent process to everyone else. M. Jones
responded that he would not characterize it in this manner
He stressed that it was a response to nmany things, but
would primarily allows the agency staff to concentrate
their time on doing nore of the high dollar procurenents.
Representati ve Doogan remarked why the square footage was
increasing. |If square footage gets nore expensive and there
is a concern about sone |evel paynent, then the square
f oot age shoul d be decreased rather than doubling.

M. Jones remarked that right now the small procurenent
threshold for |leases is 3000 square feet. He contended that
this is a very small piece of real estate that requires a
| engthy and expensive process. He believed that 7000 square
feet would be a better fit for the noment to free up the
time for the nore conplex and | arger procurenents.
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Representative Doogan voiced his concern that this was
bei ng suggested as a nethod to free up people's tine. He
noted that procurenent codes were necessary due to the |ong
hi story of governnent contracting to sone conpanies for
reasons other than their ability to do the job. He believed
there was sonething nore at play than how difficult for
staff to do the job.

2:42: 47 PM

Representative Fairclough responded that she believed this
to be a policy call. She inquired if M. Jones could
provide the commttee with additional information on the

average square footage the state of Al aska |eases. She
asked if it was above the 3000 or 7000 square feet. M.
Jones responded that he does not have exact figures, but
the majority of the |eases are over the 7000 square foot
anount . He added that only contracting agents in
contracting services of the executive branch have the
authority to do |eases. This is conpleted by five
contracting officers and not a delegation of |ease
procur enents.

Representative Fairclough voiced a concern that soneone
will receive bids or awards and not have to go through the
process. She wanted to nmke sure the state is receiving
benefit and that there is fair conpetition. She also asked
about the cost of living adjustnents and wondered when
t hese nunbers were | ooked at |ast and what |egislative body
put themin place. M. Jones responded that |ast change was
in the md-1990s when it was increased from $25,000 to

$50, 000 per non-construction procurenent. M. Jones added
it wuld be a mnority of procurenments that would fall
under the 7000 square foot [imts. Representati ve

Fairclough reiterated that this is a policy decision. She
enphasi zed that the ceilings were determ ned al nost twenty
years ago and the average anount of square footage the
state tries to procure is larger than the 3000 square foot
nunber .

2:47:30 PM

Representative Doogan referred to page 13, under the
protest filing fee, and he noted that if there is a
conplaint one has to pay a $250 filing fee. He continued
that if the conpany wins the protest, then the noney is
returned, but if they lose, the nmoney is forfeited. M.
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Jones responded that was correct. Representative Doogan
guestioned how that anmpunt was arrived at and wondered if,
since there was no fee before, this just seened |like a fair
nunber. M. Jones replied that was correct. Representative
Doogan inquired on page 14, section 33, on cooperative
purchasi ng agreenents and wondered if he was correct that
in all cases the cooperating entities would be state
agencies. M. Jones replied that would be the typical
situation, but any qualifying governnental entity would
also qualify. Representative Doogan asked if the purpose
was to drive down the cost. M. Jones replied that was
correct.

2:49: 52 PM

Representative Fairclough asked for M. Jones if in the
procurenent process they are procuring at the dollar anount
or at 7000 square feet. She wondered under the current
statute what happens to those procurenents fewer than 3000
square feet. M. Jones replied that small procurenents put
the notice on line at the public notice website, take al
qualified offers, and proceed to an evaluation process. He
noted that the issue is a little less formal wth fewer
days getting the information out. He added that up to $5000
there is reasonable conpetition; from $5000 to $25, 000
there is a mnimm of three quotes or informal proposals.
Over $25,000 up to the cap, the rule is three witten
guotes or informal proposals.

2:52: 10 PM

Co-Chair Hawker targeted Section 24, the new section for
preferences section under public contracts. He inquired if
there is a current preference in these areas. M. Jones
responded that there are a nunber of differently worded
preferences in different sections of the statutes that wll
have to be tracked down that are worded differently. In
this bill they have tried to take all the preferences,
revise the wording so that they all work and act the sane
so people can understand them and put them all in one
pl ace.

Co-Chair Hawker noted if there is going to be a new
amal gamating section of code then look in the "repealer"”
section of the bill to see what is being repealed. He
voi ced that he was having a hard tinme finding how nuch of
the existing preference process has been determ ned by
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regul ation rather than by pure statute. M. Jones said all
the procurenent preferences that exist now, except one, are
statutorily based and that one would be elimnated wth
this bill in Section 24.

Co-Chair Hawker noted that the only place he found
references to this is AS 36.30.170 and he does not see it
being deleted. M. Jones responded that there are a nunber
of sections that updates section, AS 36.30.015 and nobves
it.

2:57:21 PM

CRYSTAL KOENEMAN, STAFF, REPRESENTATI VE FAI RCLOUGH
interjected that in Section 13, page 6 of the bill, AS
36.30.170 states that it "is repealed and reenacted to
read. "

M. Jones elaborated that other preferences relating
procurenent are being drawn in. Co-Chair Hawker renmarked
that was the link he was determning to find, but added
that sonme points in the |anguage were confusing. He
referred to the issue of donmestic insurers in Section 25
subsection (a) that establishes the general rule if the
"offeror is an Alaska bidder, a preference of five percent
shall be applied to the price in the bid or proposal." He
agreed this was very clear. He noted that in (c) "If a
bi dder or offeror qualifies as an Al aska bidder and is an
Al aska donestic insurer, and if the procurenment is for an
i nsurance-rel ated contract, a five percent preference shal
be applied to the price in the bid or the proposal." He
asked if Alaska donestic insurers are not included under
subsection (a). M. Jones replied this is not a change to
this existing |anguage. The difficulty 1is that sone
i nsurance conpanies are not required to have a business
license; therefore they would not otherwise qualify for a
pref erence.

Co- Chair Hawker questioned if an Al askan domestic insurer
is being disqualified under subsection (a). M. Jones
replied that was true. Co-Chair Hawker continued that this
was difficult to read and figure out. He preferred to have
bills witten nore sinply. He wondered if the bill witers
were aware of how difficult this would be for the average
person to understand. M. Jones agreed that it could be
wor ded better, but pointed out that this section would not
change any existing |anguage. Co-Chair Hawker reiterated
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t hat there are lots of conpl aints regarding the
interpretation of the procurenent code.

3:03: 07 PM

Representative Gara stressed that if the only requirenent
would be to the have an Al aska Business license and an
office for six nmonths, then the person would receive the
five percent preference. He believed this to be ripe for
abuse and an extra expense for the state. He enphasized
that he does not want to spend five percent nore for
i nsurance just because the conpany has an office in Al aska.
Representative Gara wondered if there was an exenption for
health insurance, |awers and doctors. M. Jones renarked
that there are specific procurenments that are exenpt from
the procurenent code, such as physicians, doctors,
dentists, and psychiatrists. The state does procure third
party adm nistrator health care for its enployees that are
not exenpt. He added that insurance services are not exenpt
from the procurenment code. Representative Gara asked if
that neans they get the bidders preference. M. Jones
responded that the procurenent code applies and preferences
would apply. He added that in order to qualify for the
preference if you are in the insurance business, then it
must qualify as a domestic insurer through the division.
Representative Gara inquired if one just has to file with
the Division of Insurance. M. Jones answered that he is
not sure of the requirenents.

3:07:14 PM

Co-Chair Stoltze declared that the bill needed to be held
over to clarify sone existing questions.

Representative Fairclough agreed that procurenment is very
conpl i cat ed.

Co-Chair Stoltze WTHDREW his OBJECTION. There being NO
further OBJECTI ON, Cs for HB 225(FIN), 26\ LS079\ S,
Banni ster, 2/16/10, was ADOPTED as a wor ki ng documnent.

CSHB 225 (FIN) was HEARD and HELD in Conmttee for further
consi derati on.

Representative Fairclough asked commttee nenbers to please
address any concerns about the bill to her office.
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#hj r 45
HOUSE JO NT RESOLUTI ON NO 45

Uging the United States Congress not to enact Cap and
Trade | egi sl ati on.

HIR 45 was SCHEDULED but not HEARD
#
ADJ QURNVENT

The neeting was adjourned at 3:09 PM
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