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HOUSE COMMITTEE REPORT
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T h e a te AffaJ
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d a t e  •. ui"  ( 'S' ■ £ y
C o m m i t t e e  h a s  c o n s i d e r e d  C S S B  4 6 0 (SA)

“An  A c t  r c i * t i n g  t o  .?osts o f  a o n s t e r i n g  s t a t e  c o n t r a c t s . "

R E C O M M E N D S :

[ ] r e p l a c e  w i t h

[ ]

A D O P T S :

a t t a c h e d  a m e n d m e n t ( s )  

p*/] do  p a s s  

[ ] do n o t  p a s s

[ ] no  r e c o m m e n d a t i o n

[ ] i n d i v i d u a l  r e c o m m e n d a t i o n s

[ ] a d d i t i o n a l  r e f e r r a l  t o  t h e

[ ]  l e t t e r  o f  i n t e n t

[ ] t h e  s a m e  t i t l e

[ ] a n e w  t i t l e

C o m m i t t e e

A T T A C H E S N E W  F I S C A L  N O T E ( s ) : 

f i s c a l  i m p a c t  

z e r o  f i s c a l  n o t e  

z e r o  w i t h  a n a l y s i s

[ ] s a m e  a s  p r e v i o u s  f i s c a l  n o t e

p u b l i s h e d  _________________________

[ ^ ]  s a m e  as p r e v i o u s  z e r o  fiscal 

n o t e  p u b l i s h e d  3 - / S’ -

S I G N I N G  O T H E R  R E C O M M E N D A T I O N S :

a
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LEGISLATIVE AFFAIRS AGENCY
LEGISLAT IVE R E F E R E N C E  LIBRARY

May, 1988

Copies of minutes listed b e l o w  were originally included 
in this file. The m i n u t e s  are available on the STAIRS 
database CMPR. In order to save space copies of minutes 
have not been left in the files.

M a r y  Van Nimwe gen
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POSITION PAPER 
B i l l  CS SB 460 (SA)

The b i l l  requires the procurement o f f i c e r  to consider s ign i f i c an t  
administrat ive costs before the award of a bid which is  primarily for 
suppl ies .  Administrative costs are defined as addit ional costs that resu lt  
from the geographic location of the bidder or the bidders source of supply, 
and includes transportat ion, communications, per diem, and State wages.

The impact on the Department o f  Administration w i l l  be for procurement o f f i ­
cers to consider s ign i f i c an t  administrat ive costs when preparing the 
Inv itat ions to Bid or evaluating responses to an Inv i ta t ion to Bid.

The Department of Administration is  neutral on th is  b i l l .

Robert J'. vCink, Director
Division of General Services & Supply

DateCommissioner John M. Andrews 
Department of Administration
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1 IN  THE SENATE BY THE STATE A FFA IR S COMMITTEE 

CS FOR SENATE B I L L  NO. 460 ( S t a t e  A f f a i r s )

IN THE LEG ISLATU RE OF THE STATE OF ALASKA 

FIFTEEN TH  LEG ISLATU RE - SECOND SESSION
Q

A B IL L

F o r  an A ct e n t i t l e d :  "An A c t  r e l a t i n g  to  th e  c o s t s  o f a d m in is t e r in g  s t a t e

c o n t r a c t s . "

8 BE I T  ENACTED BY THE LEG ISLA TU RE OF THE STATE OF ALASKA:

9 *  S e c t io n  1 . FIND IN G S. The l e g i s l a t u r e  f in d s  th a t  d i f f e r e n t  b id s  f o r  a

10 c o n t r a c t  th a t  i s  p r im a r i ly  f o r  s u p p lie s  ca n  r e q u ir e  s i g n i f i c a n t l y  d i f f e r e n t

11 s t a t e  c o s ts  f o r  the a d m in is t r a t io n  o f  th e  c o n t r a c t .  The l e g i s l a t u r e  a ls o

12 f in d s  t h a t  i f  s i g n i f i c a n t  a d m in is t r a t iv e  c o s t s  w ould be re q u ir e d  due to  th e

13 n a tu re  o f  a p a r t i c u l a r  b id ,  the c o s t s  s h o u ld  be added to  o r in c lu d e d  in  th e

14 b id  amount b e fo re  th e  low b id d e r  i s  d e te rm in e d .

15 *  S e c . 2 . AS 3 6 .3 0  i s  amended by a d d in g  a new s e c t io n  to  re a d :

16 S e c . 3 6 .3 0 .1 6 5 . CONSIDERATION OF ADMINISTRATION COSTS. A f t e r

17 th e  o p ening  o f th e  b id s  f o r  a c o n t r a c t  th a t  i s  p r im a r i ly  f o r  s u p p lie s  ,

18 but b e fo re  th e  d e te rm in a t io n  o f  th e  s u c c e s s f u l  b id d e r  u n d e r

19 AS 3 6 .3 0 .1 7 0 , th e  p ro curem en t o f f i c e r  (s h a ll^  c o n s id e r  th e  s i g n i f i c a n t

20 a d m in is t r a t iv e  c o s ts  th a t  w ould  be in c u r r e d  by th e  s t a t e  to  a d m in is t e r

21 the c o n tr  ic t  un d er th e  b id . In  t h is  s e c t io n ,  " a d m in is t r a t iv e  c o s t s "

22 means th e  a d d it io n a l  c o s t s  th a t  r e s u l t  from  th e  g e o g ra p h ic a l lo c a t io n

23 o f th e  b id d e r  o r  the b id d e r 's  s o u rc e  o f  s u p p l ie s ,  in c lu d in g  c o s t s  f o r

24 t r a n s p o r t a t io n ,  c o m m u n ica tio n s, p e r d ie m , and s t a t e  em ployee w ag es.

• m
C o M .p - t 'V i oe J  C Co , c A d  < *OCj. /

S B 0 4 6 0 b  - 1 -  C S S B  4 6 0 ( S A )
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S E N A T E  

Office o f  the President

P.O. Box v 
S ta te  C apito l 

Ju n eau , A laska  99811 
(907) 465-3755

M E M O R A N D U M

M a r c h  21, 1988

TO:

FROM:

R e p r e s e n t a t i v e  F r a n  U l m e r ,  C h a i r m a n  
H o u s e  S t a t e  A f f a i r s  C o m m i t t e e

S e n a t o r  J a n  F a i k  
P r e s i d e n t  of  t h e V s e m a

S U B J E C T :  C S S B  460 (STA) "An Apt r e l a t i n g  t o  t h e  c o s t s  o f
a d m i n i s t e r i n g  s t a t e  c o n t r a c t s . "

C S S B  460 (STA) h a s  b e e n  r e f e r r e d  t o  t h e  H o u s e  S t a t e  A f f a i r s  
C o m m i t t e e  for c o n s i d e r a t i o n .  T h i s  b i l l  a m e n d s  the S t a t e  
P r o c u r e m e n t  C o d e  t o  a d d r e s s  a p r o b l e m  w h i c h  h a s  a f f e c t e d  
s e v e r a l  r e s i d e n t  b u s i n e s s e s .

T h e  s t a t e  e n t e r s  i n t o  m a n y  c o n t r a c t s  for s u p p l i e s .  T h e  p r o b l e m  
is t h a t  t h e r e  m a y  b e  g r e a t e r  c o s t s  a s s o c i a t e d  w i t h  a d m i n i s t e r­
ing  a c o n t r a c t  w i t h  a s u p p l i e r  w h o  is l o c a t e d  o u t s i d e  t h e  s t a t e  
t h a n  w i t h  a s u p p l i e r  w h o  is l o c a t e d  i n s i d e  t h e  state. F o r  
e x a m p l e ,  i n  o r d e r  t o  a d m i n i s t e r  a r e c e n t  o u t - o f - s t a t e  c o n t r a c t ,  
a s t a t e  e m p l o y e e  h a d  t o  t r a v e l  t o  t h e  s u p p l i e r ' s  f a c t o r y  f i v e  
t i m e s ,  i n c u r r i n g  c o s t s  f o r  a i r  f a r e  a n d  p e r  d i e m  w h i c h  w e r e  n o t  
t a k e n  i n t o  a c c o u n t  w h e n  t h e  b i d  w a s  a c c e p t e d .  If t h e s e  c o s t s  
h a d  b e e n  a n t i c i p a t e d  a n d  a d d e d  t o  t h e  b i d  amount, t h e  b i d  w o u l d  
h a v e  g o n e  t o  a l o c a l  b u s i n e s s .

T h i s  b i l l  f i n d s  t h a t  d i f f e r e n t  b i d s  f o r  a c o n t r a c t  t h a t  is 
p r i m a r i l y  for s u p p l i e s  c a n  r e q u i r e  s i g n i f i c a n t l y  d i f f e r e n t  
a d m i n i s t r a t i v e  costs. It  a l s o  f i n d s  t h a t  s i g n i f i c a n t  c o s t s  
s h o u l d  b e  a d d e d  to o r  i n c l u d e d  in t h e  b i d  a m o u n t  b e f o r e  a l o w  
b i d d e r  is d e t e r m i n e d .

T o  a c c o m p l i s h  this, t h e  b i l l  a m e n d s  A S  3 6 . 3 0  t o  i n s t r u c t  p r o­
c u r e m e n t  o f f i c e r s  t o  c o n s i d e r  t h e  s i g n i f i c a n t  a d m i n i s t r a t i v e  
c o s t s  t h a t  w o u l d  b e  i n c u r r e d  b y  t h e  s t a t e  t o  a d m i n i s t e r  a 
c o n t r a c t  u n d e r  a p a r t i c u l a r  bid. T h i s  c o u l d  b e  d o n e  b y  i n c l u d­
in g  t h e  a n t i c i p a t e d  a d m i n i s t r a t i v e  c o s t s  in t h e  b i d  itself, or 
b y  a d d i n g  t h e m  o n t o  a b i d  o n c e  it is r e c e i v e d

" A d m i n i s t r a t i v e  c o s t s "  a r e  t h e  a d d i t i o n a l  c o s t s  t h a t  r e s u l t
f r o m  t h e  g e o g r a p h i c a l  l o c a t i o n  o f  t h e  b i d d e r  o r  t h e  b i d d e r ' s



s o u r c e  o f  s u p p l i e s ,  i n c l u d i n g  c o s t s  for t r a n s p o r t a t i o n ,  c o m m u­
ni c a t i o n s ,  p e r  d i e m  a n d  s t a t e  e m p l o y e e  wa g e s .

P l e a s e  c o n t a c t  m y  o f f i c e  if y o u  h a v e  a n y  q u e s t i o n s  o r  c o m m e n t s .
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STATE OF ALASKA
1988 LEGISLATIVE SESSION

REQUES T :

B i l l  V e r s i o n : ^  sb  f»60^ 5 /V )  
P u b l i s h  D a t e :  a / l g / f c i .  ,

FISCAL NOTE

R e v i s i o n  D a t e :
T i t l e :  ^c t  r e l a t i n g  to  c o s t s  o f
a d m in i s t e n n g  s t a t e  c o n t r a c t s

A g e n c y  A f f e c t e d :  A d m in i s t r a t io n
BRU: Genera l S e r v i c e s  A Supp ly

S p o n s o r :  ha’ ks
R e q u e s t o r :  Sena te  S t a t e  A f f a i r s

C o m p o n e n t s ; Pu rchas ing

EXPENDI TURES/REV ENUES: ( T h o u s a n d s  01F D o l l a r s )
OPERAT ING FY 88 FY 89 FY 90 FY 91 FY 92 FY 93

PtkbUNAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND A STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS

0 0 0 0 0 0
0 0 0 0 0 0

■"IT 0 0 0 0 00 0 0 0 0 00 6 0 0 0 00 0 0 0 0 0
0 0 0 0 0 0
0 0 0 0 0 0

T O T A L  OPERAT ING 0 0 0 0 0

C A P I T A L IT 0 0 0 0 0

REVENUE 0 0 0 0 0 0

FUNDING:  ( T h o u s a n d s  o f  Dol l a r s )
(jtNtKAL rUNU 0 0 0 0 0 0
FEDERAL FUNDS 0 ~ ir ~ 0 0 0 0
OTHER
TOfAL

0 0 0 0 0 00 0 0 0 0 0

P O S I T I O N S :T ULL-T 1 ML 0 0 0 0 0 0
PART-TIME 0 0 0 0 0 0
TEMPORARY 0 0 0 0 0

A N A L Y S I S :  ( A t t a c h  a s e p a r a t e  p a g e  i f  n e c e s s a r y )

T h i s  z e r o  f i s c a l  no te  i s  based on th e  b e l i e f  t h a t  th e  f i s c a l  impact o f  the  b i l l  on b id s  i s su e d  
by Department o f  A d m in i s t r a t io n  w i l l  be m in im a l .

P r e p a r e d  By:  Robe r t  j . L ink
D i v i s i o n :  Cenera l S e r v ic e s  A Supp ly

P h on e  :_A6s - 2250_ 
D a t e :  0 2 / 2 6 / 8 8

A p p r o v e d  b y  C o m m i s s i o n e r :  J o hn  M. A n d r e w s x ^ ^ ^ " "
A g e n c y :  D e p a r t m e n t  o f  A d m i n i s t r a t i o n  ~

D i s t r i b u t i o n  ( b y  p r e p a r e r ) :  
L e g i s l a t i v e  F i n a n c e  
L e g i s l a t i v e  S p o n s o r  
R e q u e s t o r
O f f i c e  o f  M ana g e m e n t  and B u d g e t  
I m p a c t e d  A g e n c y ( i e s )
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