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The State Affairs Committee has considered HB 523

"An Act relating to procurement preferences for certain products."
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Original sponsors: Frank and Menard

IN THE HOUSE BY THE STATE AFFAIRS COMMITTEE
CS FOR HOUSE BILL NO. 523 (State Affairs)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to procurement preferences for
certain products."”
BE IT ENACTED BY ~HE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 36.30.324 is amended to read:

Sec. 36.30.324. USE OF ALASKA PRODUCTS. Alaska products shall
be used whenever practicable 1in procurements for an agency. Alaska
recycled products shall be used whenever appropriate for the intended
use and when of comparable quality.

* Sec. 2. AS 36.30.332(a) is amended to read:

() The commissioner of commerce and economic development she
adopt regulations establishing the value added in the state for mate —
rials and supplies produced or manufactured in the state that are used
in a state procurement and establishing whether a product qualifies as
a recycled Alaska product. The commissioner [AND] shall publish a
list of the products annually. A supplier may request inclusion of
its product on the appropriate list.

* Sec. 3. AS 36.30.333 1is amended by adding a new paragraph to read:
4 "recycled Alaska product™ means an Alaska product of
which not less than 50 percent of the value of the product consists of
a product that was previously used in another product, if the re—

cycling process is done in the state.

1- CSHB 523 (SA)
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May, 1988
Copies of minutes listed below were originally included
in this file. The minutes are available on the STAIRS
database CMPR. In order to save space copies of minutes
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Mary Van Nimwegen
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Introduced: 2/15/88 5-1898A
Referred: State Affairs,

Labor & Commerce and

Finance

IN THE HOUSE BY FRANK

HOUSE BILL NO. 523
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - SECOND SESSION
A BILL

For an Act entitled: "An Act relating to procurement preferences for

certain products."”

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

*

*

Section 1. AS 36.30.328 1isamended to read:

Sec. 36.30.328. GRANT OF PREFERENCE. In the evaluation of a bid
or proposal for a procurement for an agency, a bid or offer that
designates the use of Alaska products identified 1in the contract
specifications and designated as Class 1, Class Il, or Class Ill state
products under AS 36.30.332 is decreased by

(JJ the percentage of the value of the designated Alaska
products under AS 36.30.332j and
(2) an additional five percent, if the product also quali-
fies as a recycled Alaska product.
Sec. 2. AS 36.30.330(b) 1isamended to read:

(b) A person is not a responsible bidder or offeror if, 1in the
preceding three years, the person has twice designated the use of an
Alaska product or a recycled Alaska product in a bid or proposal for a
procurement for an agency and has each time failed to use the desig-
nated [ALASKA] product for reasons within the control of the bidder or
offeror.

Sec. 3. AS 36.30.330(c) 1isamended to read:

(c) The procurement officer shall report tothe commissioner of

commerce and economic development each contractor penalized under (@)

or (d) of this section. The commissioner of commerce and economic

HB0523A -1- HB 523



development shall maintain a list of contractor®s determined not to be
responsible bidders under (b) of this section.
* Sec. 4, AS 36.30.330 is amended by adding new subsections to read:

(d) If a successful bidder or offeror who designates the use of
a recycled Alaska product in a bid or proposal for a procurement for
an agency fails to use the designated product for a reason vithin the
control of the successful bidder orofferor, each payment under the
contract shall be reduced by five percent.

(e) If a successful bidder or offeror vreceives a percentage
reduction under both (&) and (d) of this section, the percentage of
the reduction shall equal the sum of both reductions.

* Sec. 5. AS 36.30.332(a) 1is amended to read:

(@) The commissioner of commerce and economic development shall
adopt regulations establishing the value added in the state for mate-
rials and supplies produced or manufactured in the state that are used
in a state procurement and establishing whether a product qualifies as
a recycled Alaska product. The commissioner [AND] shall publish a
list of the products annually. A supplier may request inclusion of
its product on the appropriate list.

* Sec. 6. AS 36.30.338 1is amended to read:
Sec. 36.30.338. DEFINITIONS. In AS 36.30.322 - 36.30.338

(1) "Alaska product™ means a product of which not less than
25 percent of the value, as determined in accordance with regulations
adopted under AS 36.30.332(a), has been added by manufacturing or
production 1in the state;

(2 "manufactured lumber products™ does not include recycled
Alaska products;

(3) ‘"produced or manufactured" means processing, develop-

ing, or making an item into a new item with a distinct character and

523 -2- HB0523A



use through the application within the state of materials, labor,

skill, or other services;

IA1 t(3)] “product™ means materials or supplies but does
not include gravel and asphalt;

(5) "recycled Alaska product”™ meansan Alaska product__ of
which not less than 50 percent of the value of the product consistsof
a product that was previousl> used in another product.

ca

HB0523A -3- HB 523
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Register 1988 COMMERCE 3 AAC 92.010

AAC is amended by adding a new chapter to read:

CHAPTER 92. ALASKA PRODUCT PREFERENCE.
Section

10. Alaska product preference list
20. Certification of eligibility for product preference
30. Product classification
40. Inspection of manufacturing facilities
50. Records provided by the contractor
60. Disputes regarding classification
70. Preference determination for printing and duplication
80. Forest products
90. Eligibility for preference on a bid
900. Definitions
3 AAC 92.010. ALASKA PRODUCT PREFERENCE LIST (@ The de-
partment will publish a semiannual final '"Alaska product
preference list" required by AS 36.30.332 on the first working
day of April and on the first working day of October. Copies of
the current list are available from any office of the department.
@® Only products included in the most recently published
final list may be given a preference under AS 36.30.328 and
AS 36.30.332.
© A product will be included in the next list published

at least 60 days after the product is certified by the department

under 3 AAC 92.020 as eligible for a Class 1, Class 11, or Claso
Il preference —
@ If the department inspects premises of a firm whose

product has been included in the list under (¢) of this section

and determines that the product no longer qualifies for its



Register s 1988 COMMERCE 3 AAC 92.010

certified product preference, the department will make the
appropriate change when i1t publishes the next list.

() Forty-five (@45) days before the publication day for a
semiannual final list under (@ of this section, a preliminary
list will be published and distributed to those whose products
are iIncluded and to other IiInterested parties who have provided
their addresses to the department. Objections to any aspect of a
preliminary list must be made iIn writing to the commissioner no
later than 30 days before the publication date for the Tinal
list. Thecommissioner will make a wr.itten ruling on an
objection no later than 15 days before the publication of the
final list. The final list may be appealed to the Superior Court

under AS 22.10.020. (Eff. / [/ , Register )]

Authority: AS 36.30.332(a)

3 AAC 92.020. CERTIFICATION OF ELIGIBILITY FOR PRODUCT
PREFERENCE . @ A person or fTirm wishing to receive an Alaska
product preference and be included on the list must

(@ apply for certification on a form provided by the
department; and-

() have 1ts production or manufacturing Tacility
inspected by, or receive a waiver of 1inspection from, the de-

partment under 3 AAC 92.040.



Register , 1988 COMMERCE 3 AAC 92.030

@® A certification 1is valid for two years after pub-
lication of the Tirst list on which the product is included. A
person or Tfirm wishing to renew a certification must apply for
renewal to the department by completing a renewal form provided
by the department.

(© The certification of eligibility for an Alaska product
preference will contain ohe date of the list on which product
will first be included and the deadline for submission of an
application for renewal of the certification.

@ To qualify for certification of eligibility for an
Alaska product preference, a product must be produced or manufac-
tured at a facility that is separate from the job site where the

product is installed or delivered. (EFF. / / , Register )

Authority: AS 36.30.332(a)

3 AAC 92.030. PRODUCT CLASSIFICATION. @ The commission-
er will only classify a product that is verified by the applicant
under the penalties for unsworn Talsification, on the form
required by 3 AAC 92.020 (a)(1), to be an ™"Alaska product” as
defined 1n AS 36.30 .338 ().

((9)] The commissioner will classify an Alaska product as a

Class 111 product 1f



Register , 1988 COMMERCE 3 AAC 92.030

(@)) it is produced or manufactured, as defined in
AS 36.30.338(2), in Alaska;

@ responsibility for the final outcome of the pro-
duction or manufacturing process is controlled by an Alaskan pro-
ducer or manufacturer; and

@A either

A no manufacturing step 1is performed outside
eilaska; or
® a manufacturing step or section, the absence
of which would not alter the distinctiveness of the
character of the product, is sub-contracted out of state.
(© The commissioner will classify an Alaska product as a
Class Il product if

@ 1t 1s primarily produced or manufactured, as
defined In AS 36.30.338(2), in Alaska; and

(@ responsibility for the final outcome of the
production or manufacturing process 1is controlled by an Alaskan
producer or manufacturer but a significant step or section 1is
sub-contracted out of state.

@ The commissioner will classify an Alaskan product as a
Class 1 productf if
(@ 1t is produced or manufactured, as defined iIn

AS 36.30.338(2), in Alaska:



Register . 1988 COMMERCE 3 AAC 92.040

() responsibility Tfor the final outcome of t
production or manufacturing process 1is controlled by an Alaskan
producer or manufacturer; and

(3 the product either

A involves the custom assembly 1In Alaska of
prefabricated parts that are primarily manufactured outside
Alaska such that the fTinished product is still defined by
the same generic name as the prefabricated parts; or

® a majority of the total steps of the
manufacturing process are subcontracted outside Alaska, but
a significant portion of the steps, or the final assembly or
finishing, which determine the distinct character of the

product are performed iIn Alaska. (EFF. / [/ , Register

)

Authority: AS 36.30.332(a)

3 AAC 92.040. INSPECTION OF MANUFACTURING FACILITIES. @
A person or Tirm must be iInspected by, or receive a wailver of
inspection from, the department before theilr product can receive
a certification of eligibility for the Alaska product preference
list described In 3 AAC 92.010. The department will grant a
waiver of inspection if, iIn i1ts discretion, It determines that an

inspection would not be necessary or feasible.



Register , 1988 COMMERCE 3 AAC 92.040

@) When a manufacturing facility 1is being Iinspected, the
manufacturer must provide access as required by 2 AAC 12.510.

(© A product that has been certified as eligible for an
Alaska product preference must be manufactured at the location
that was 1nspected by the department as the production or manu-
facturing site for that product.

(d If the facility at which a product certified as eligi-
ble for an Alaska product preference is produced or manufactured
iIs relocated after certification, the producer or manufacturer
must request an inspection of the relocated facility at least 15
days before either

(@ the publication of the 1iInvitation to bid or re-
quest for proposals for which the producer or manufacturer 1is
seeking a product preference; or

(@ the production or manufacture of the ]Jroduct 1if
contract has already been let at the time of the relocation.

(e After a relocated production or manufacturing facility
has been inspected under (d of this section or the department
has waived the 1nspection under (@ of this section, the
department will issue a revised product certification. A copy of
the revised certification must be 1i1ncluded 1iIn the contract
documentation by a contractor who has received an Alaska product
preference for an Alaska product produced or manufactured at the
facility, 1f the relocation occurred during performance of the
contract. (EFT. / / , Register )

Authority: AS 36.30.332

-6-



Register . 1988 COMMERCE 3 AAC 92.050

3 AAC 92.050. RECORDS PROVIDED BY THE CONTRACTOR. @ A
firm or person that received an Alaska product preference iIn a
bid or offer shall keep records documenting the use of the Alaska
product. These records must be provided to the procurement offi-
cer of the department awarding the contract

(@D on the written request of the procurement officer;

(@ on the anniversary date of the contract award if
the contract performance has been completed; and

@ on final completion of contract performance.

((9)) A contractor who, under AS 36.30.322(a), has supplied
Alaska timber, lumber, or manufactured lumber products to a state
agency or for a state project that iInvolves Alaska forest
products, shall provide the records required by AS 36.30.322(c)
to the appropriate procurement officer as required by (@ of this

section and at least every six months. (EfT. / [/ , Register

)

Authority: AS 36.30.322(c)
AS 36.30.332(a)

3 AAC 92. 0'a0. DISPUTES REGARDING CLASSIFICATION. @ If a
dispute arises about the classification under 3 AAC 92.030 of a

type of product, the classification determination made by the



Register , 1988 COMMERCE 3 AAC 92.060

department shall be the classification iIn effect until the
department adopts more detailed regulations for classification
for that particular product type. Any interested person or firm
may petition the commissioner under AS 44.62.220 to adopt such
regulations.

® A dispute regarding classification of, or certification
of, an Alaska product or regarding any other aspect of the Alaska
product preference list must be resolved under 3 AAC 92.010(e)
and 1s not grounds for a protest to a procurement officer under
AS 36.30.560 -- 36.30.699 of a contract award, proposed award, or

solicitation by an agency. (EFF. / [/ , Register )
Authority: AS 36.30.332(a)

% AAC 92.070. CLASSIFICATION DETERMINATION FOR PRINTING AND
DUPLICATION. @ If a section of a larger publication or docu-
ment iIs printed outside Alaska but all other steps are performed
in Alaska, the product will be classified as a Class Il Alaska
product. \

(9] If printing of a publication or document 1is performed
in Alaska but "a finish step including binding, Tfinishing, and
trimming i1s performed outside Alaska, the product will be classi-
fied as a Class 1l Alaska product.

© If printing of a publication or document 1is performed

in Alaska but steps executed by a color tradQ house including



Register , 1988 COMMERCE 3 AAC 92.070

preparation and proofing of plate ready film occur outside Alas-
ka, the product will be classified as a Class 1l Alaska product,

(EFF. / [/ , Register )

Authority AS 36.30.332(a)

3 AAC 92.080. FOREST PRODUCTS. @ A manufacturer or sup-
plier of timber, Jlumber, and manufactured lumber products origi-
nating from Alaska forests shall Tile wit.h the commissioner by
March 1 of each year an annual statement of willingness to
manufacture or supply Alaska forest products to state agencies or
for state projects. The commissioner will include those who file
such a statement In a separate section of the April final Alaska
product preference list. Procurement officers of state agencies
may use that section of the list to give the notice of forest
products needs required by AS 36.30.322(a).

@® Procurement preference for timber and lumber harvested
in Alaska, and for products manufactured iIn Alaska from timber
and lumber that has been harvested in Alaska, 1is governed by AS
36. 15.050, not by this chapter or by AS 36 .30 .326 - 36. 30 .332.
(EfF. 117 Register )

Authority: AS 36.15.050
AS 36.30-332(c)
AS 36.30.332(a)

AS 36.30.336



Register 1988 COMMERCE 3 AAC 92.090

3 AAC 92.090. ELIGIBILITY FOR PREFERENCE ON A BID. @
The final Alaska product preference list that was published at
least 30 days before an iInvitation to bid or request for proposal
iIs issued will be the basis for establishing the percentage of
Alaska product preference for the products to be 1included 1in
responses to the i1nvitation or request.

() The Alaska products preference percentages set out in
AS 36.30.332 will be applied to the unit cost of the Alaska prod-
uct or products designated for use by the contractor iIn his or
her bid or proposal and not to the contractor®s total bid or

proposal. (EFF. / [/ , Register ))

Authority: AS 36.30.332

3 AAC 92.900. DEFINITIONS. In this chapter
(@ commissioner'” means the commissioner of commerce
and economic development;
@ department'” means the Department of Commerce and

Economic Development.

(9] In AS 36.30.332(b), "value added" does not include

the cost of transportation.

-10 -



STATE OF ALASKA Bill Version: hb 523
1988 LEGISLATIVE SESSION Publish Date:

FISCAL NOTE
REQUEST:

Revision Date: Agency Affected: Adninistration
Title: AnAct relating to procurement BrRU: Gereral Services 4 Supply
preferences for certain products

Sponsor: Frank Components: Purchasing
Requestor: House State Affairs

EXPENDITURES/REV ENUES: (T nousands O0lF Dollars)

OPERATING Fy 88 FYy 89 FY 90 Fy 91 Fy 92 FY
PERSONAL SERVICES 0 0 0 0 0
TRAVEL 0 0 0 0 0
CONTRACTUAL 0 0 0 0 0
SUPPLIES 0 0 0 0 0
EQUIPMENT 0 0 0 0 0
UNO 4 STRUCTURES 0 0 0 0 0
GRANTS, CLAIMS 0 0 0 0 0
MISCELLANEQUS 0 0 0 0 0
TOTAL OPERATING 0 0 0 0 0

CAPITAL 0 0 0 0 0
REVENUE 0 0 0 0 0
FUNDING: (Thousands of Do' lars)
CENERAL FUND 0 0 0 0 0
FEOERAL FUNDS 0 0 0 0 0
OTHER 0 0 0 0 0
TotAL 0 0 0 0 0
PuSITIONS:
FULL-TIME 0 0 0 0 0
PART-TIME 0 0 0 0 0
TEMPORARY 0 0 0 0 0
ANALYSIS: (Attach a separate page if necessary)
This fiscal note addresses the administrative cost of the bill on the bidding process.
Prepared By: Robert j. Link / \] Phone: 765-2290
Division: Ceneral Services 4 Suply Datfe: 02/25/88
Approved by Commissioner: John M. Andrews Date: 3-2-?2Z & p "
Agency: Department of Administration
Distribution (by preparer):

Legislative Finance

Legislative Sponsor

Requestor

Office of Management and Budget

Impacted Agency(ies) Page j

kev: 01/11/88
1*>/11K3/012587-05/34"

of

ooooooooog

o o

O oo O

O oo



POSITION PAPER

HB 523
This bill attempts to encourage the manufacture of recycled products within
Alaska oy providing a 5% preference above existing preferences. A bidder
offering Alaskan products made of recycled products could qualify for a total
of 17% in preferences. The impact of the cost of administering the bid
process would be minimal.
We have a neutral position on this bill because we have no way to assess the

positive impact of encouraging the use of recycled products versus the
potential increase in purchase price and having a preference which favors one
Alaskan bidder over another.

We would recommend amending the bill as follows:
Section 6, Section 36.30.333(5) "recycled Alaska product” means an
Alaskan product of which not less than 50% of the value of the product
consists of a product that was previously used in another product and the
recycling process was performed in Alaska.

This would avoid the situation in which one Alaskan vendor received a 5%

greater preference for using a product which was recycled someplace other than
Alaska.

Date

Date
Department of Administration

14/11K3/012587-05/2 Page 1 of 1



STATE OF ALASKA BILL VERSION: HB 523

1988 LEGISLATIVE SESSION PUBLISH DATE.
REQUEST:
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PERSONAL SERVICES
TRAVEL 1
CONTRACTUAL 1
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HB 523 states that, in the evaluation of a bid or proposal for procurement for
an agency, the offeror or bidder receive additional five percent preference for
products that qualify as recycled Alaskan products. The implementation of this
legislation can be handled within the division budget at this time.
Prepared by: Larry Merculieff. Director Phone: 465-2017
Division: Business Development Date: March 1, 1988
Approved by Commissioner: J. Anthony S m i M a r c h 1, 1988
Agency: Department of Commerce & Economic”~De”elopmgnt
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MAKE ITALASKAN, INC.
3202 Spenard Road, Suite 200
P.0. Box 93001
Anchorage, Alaska 99509-3001
8907) 258-2878

February 17, 1988

Rep. Drue Pearce

Post Office Box V

Juneau, Alaska 99811

Dear Rep. Pearce:

Make It Alaskan, Inc., supports and encourages the passage
into legislation of House Bill 450, an act relating to

out-of-state solicitation for state contracts and state

employees.

Considering Alaska's current economic condition and the high

rate of unemployment, it is now more important than ever to

take positive steps to ensure that, whenever possible, Alaskans
and Alaskan firms are given the maximum opportunity to partici-
pate in the economic recovery and development of the state.

The vitality generated by employed and contributing citizens

and businesses in the state of Alaska will provide an energy

and source of pride in state and community that promises to surpass
even the financial benefit.

House Bill 450 gives Alaskan residents and Alaskan businesses
the advantage of being asked first. Make It Alaskan, Inc.,
firmly believes that the state SHOULD ask Alaskans first; now,
in these difficult times, and always.

Please consider this a statement of support and we will help
in any way possible to assure passage in the Legislature this

year. Let me know what we can do.

Kindest personal regards,

P. David Choquette
President
Make It Alaskan, Inc.

PDC/tal
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POSITION PAPER
HB 523

This bill attempts to encourage the manufacture of recycled products within
Alaska by providing a 5% preference al jve existing preferences. A bidder
offering Alaskan products made of recycled products could qualify for a total
of 17" in preferences. The impact of the cost of administering the bid
process would be minimal.

We have a neutral position on this bill because we have no way to assess the
positive impact of encouraging the use of recycled products versus the
potential increas.' in purchase price and having a preference which favors one

Alaskan bidder over another.

We would recommend amending the bill as follows:
Section 6, Section 36.30.338(5) "recycled Alaska product”™ means an
Alaskan product of which not less than 50% of the value of the product
consists of a product that was previously used in another product and the

recycling process was performed in Alaska.

This would avoid the situation in which one Alaskan vendor received a 5%
greater preference for using a product which was recycled someplace other than
Alaska.

Date

Date
Department of Administration
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