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MEMORANDUM 17 January 1988
TO: Labor & Commerce Committee Members
FROM: Senator Arliss Sturgulewsk
RE: SB 99 - Requiring Certain State Contractors to have

Business Licenses

Senate Bill 99 is intended to correct a deficiency in the
Alaska Procurement Code (AS 36.30) brought to this office"s
attention iIn the attached letter from a constituent. The
problem intended to be solved iIs that the state sometimes
contracts with businesses outside of Alaska when it 1is
possible to contract with Alaska businesses.

As you know, AS 36.30. (the Procurement Code) governs
public contracts. It sets out procedures to be followed for
state contracting for services, supplies, or construction.
Senate Bill 99 amends AS 36.30.320(a) which governs small
procurements and, as drafted, would require all small
procurements to be made from the holder of an Alaska business
license.

The Department of Administration has suggested wording
changes to this legislation and 1 have support that proposal.
Those changes would address th* problem of state personnel
contracting while out of the state and of those contractors
not required to have Alaska business licenses.

It is clear that the Legislature intends to promote
business with Alaska business license holders. The
procurement code addresses Alaska Business licence
requirements in several sections:

1. A prospective bidder must have an Alaska Business
license to be included on lists of contractors. (AS 36.30.050)



2. When competitive sealed bidding iIs used, a contractor
must have an Alaska business license to be considered a
responsive bidder. (AS 36.30.110)

3. Contractors must show that proposed subcontractors
have Alaska business licenses. (AS 36.30.115)

4. In defining "Alaska bidder'™ for the purpose of bid
preference the first criteria is a holder of a current Alaska
business licence. (AS 36.30.170)

5. When competitive sealed proposals are used an offerer
is to show evidence of a valid Alaska business license and
show also evidence of subcontractor®s Alaska business license
to qualify for an Alaska bidder®s preference. (36.30.210)

I believe that this legislation will make the apparent
policy of the Legislature for preference of Alaskan vendors
more clearly expressed in statute.



POSITION PAPER
SB 99

GENERAL SERVICES AND SUPPLY

The bill would require State officials making a small
purchase (under $ 5,000) of supplies, services and
construction, to verify that the vendor has an Alaska
business license.

analysis

The bill would have an adverse impact (n how the,State
conducts it’s business. It would make small purchases more
complex, and impose additional uelays., In several
circumstances i1t would not permit necessary small purchases
to be made.

1.

2.

State offices located in foreign countries, other
states and Washington D.C. would be unable to locate
vendors who possess an Alaska business licenses.

The bill would prevent purchases from activities which
are not required to obtain a business license under AS
43.70.110. This would include purchases from
fisheries businesses, fishermen, and If H3 41 1is
enacted, farming. Fish and Game vessel charters and
Correctional Industries purchases of livestock would
be prevented unless these activities obtained business
éicenses solely for the purpose of selling to the
tate.

Pharmaceuticals and drug purchases made directly with
manufacturerincft laboratories by the Department of
Health and Social Services would be prevented where
laboratories have refused to obtain an Alaska business
license. While such purchases may be made from an
in-state or out-of-state wholesaler that has an Alaska
business license, clinical and governmental price i
discounts often given by the laboratory would be
unavailable.

Out-of-state travel related purchases would be
restricted. A traveling State official would be
unable to make alternate travel arrangements with
out-of-state carriers, obtain lodging, p?y taxi fare,
or purchase supplies or services needed for State
business while traveling.

This bill would prevent purchases from mail order
catalogs that do not have an Alaska business license.



Under the present law for small procurements, the
purchaser must obtain three quotes and purchase <from
the lowest quote after applying the 5% Alaska Bidders
Preference. This bill however, limits competition to
only those with an Alaska business license. While it
Is not possible to calculate the additional costs
associated with eliminating catalog purchases, there
would be increased costs to operating budgets when
local vendors are not competitive after application of
the 5% purchasing preference. ;"

6. An additional level of review and an additional
determination for purchases under $5000.00 which are
only available from®"one source that does not have an
Alaska business liaense would be required. "Under the
current statute, it i1s permissible to purchase from a
vendor after obtaining the minimum three quotes iIf the
other vendors quote that the i1tem iIs unavailable.
With this bill the source must either obtain a
business license, or the agency would be required to
prepare a written sole source determination for the
Chief Procurement Officers review and approval before
the purchase could be made.

POSITION

The Department of Administration supports the intent of the
bill to purchase from Alaskan vendors who possess an Alaska
business license, but does not support the bill in i1ts
present form because of i1mpacts which would prevent , or
unduly delay and complicate the State"s small procurements.

The Department of Administration suggests that the bill be
amended on page 1, line 13, after "procurements.' as fbllowsi

"The regulations must include procedures for assuring,
to the extent practical, that a small procurement under this
section is made with a person required by AS 43.70 to hold an
Alaska business license. [An] [a]Agency personnel located in
the State may not enter into a contract for supplies, 1
services, or construction unless the prospective contractor
has a valid Alaska business license. An Alaska business
license i1s not required when procuring supplies, services, or
construction if that contractor is not otherwise required to
have a business license iIn accordance with AS 43.70 and
regulations adopted under that chapter by the Department of
Commerce and Economic Development.™



STATE OF ALASKA BILL VERSION: SB99
1989 LEGISLATIVE SESSION PUBLISH DATE: 1/10/89

FISCAL NOTE

REQUEST:
Revision Date: Agency Affected: Public Safety
Title: An act requiring certain State BRU: Al1l
contractors to have business licenses
Sponsor: Sturaulewskl and Pearce Component: Al1l
Requjstor: Senate Labor and Commerce
EXPENDITURES/REVENUES: (‘rhousands of Dollars) (Inflalfclon not Included)
OPERATING FY 89 FY 90 FY 91 FY 92 FY 93 FY 94
PERSONAL SERVICES 0 0 0 0 0 0
TRAVEL 0 0 0 0 0 0
CONTRACTUAL 0 0 0 0 0 0
SUPPLIES 0 0 0 0 0 0
EQUIPMENT 0 0 0 0 0 0
LAND & STRUCTURES 0 0 0 0 0 0
GRANTS, CLAIMS 0 0 0 0 0 0
MISCELLANEOUS 0 0 0 0 0 0
TOTAL OPERATING 0 0 0 0 0 0
CAPITAL 0 0 0 0 0 0
REVENUE 0 0 0 0 0 0
FUNDING: (Thousands of Dollars)
GENERAL FUND 0 0 0 0 0 0
FEDERAL FUNDS 0 0 0 0 0 0
OTHER 0 0 0 0 0 0
TOTAL 0 0 0 0 0 c
POSITIONS:
FULL-TIME 0 0 0 0 0 0
PART-TIME 0 0 0 0 0 0
TEMPORARY 0 0 0 0 0 0
ANALYSIS : (Attach a separate page 1f necessary)
( o
Prepared bv: Ken Blschoff r Phone: 465-4336
Division: Adminlstrativ& Services Date:
Approved by Commissioner:\ A\~ r t hur -English Date:

Agency: Department of Public Safety

page L of 2



STATE OF ALASKA BEX VERSION; SB 99
1989 LEGISLATIVE SESSION PUBLISH DATE:

FISCAL NOTE

REQUEST:
R_evisjonDate: A%encyAﬁeCted:Environmental Conservation
Title : Arf rp.nuiring pertain state_____ BRU: Administrative Services

contractors to have business licenses

SpOﬂSOf:sturgnlewski and Pearce Componentg;.
Requestor:pepartment of Administration

EXPENDITURES/REVENUES:  CThousands of Dollars)

OPERATING FY 89 FY 90 FY91 FY 92 FY 93 FY 94
PERSONAL SERVICES -0- -0- -0- -0- -0- -0-
TRAVEL -6 - -0- - m“ TP“ ' -0-
CONTRACTUAL -0- -0- 0 -0- -0- 0-
SUPPLIES _0- -0- 0- -0- _0- -0-
EQUIPMENT -0- 0 -n- _0- -0-
LAND & STRUCTURES n. n_ -n- _0- -0- -0-
GRANTS, CLAIMS N -n- -n- -n- -n- -n-
MISCELLANEOUS -n- _mn- -n- -n- -n- on-
TOTAL OPERATING -0- .0- -0- -0- -0- -0-

CAPITAL | -0- -0 - -0 - -0 - -0 - -0-

REVENUE -0- -0- -0- -0- -0- -0-

FUNDING: (Thousands of Dollars)

GENERAL FUND -n- -0 - -0 - -0- -0 -

FEDERAL FUNDS “o- -0 - -0 - -0 - -0- -0-

OTHER -n- - . -n- Co- -0 - -0-

TOTAL

POSITIONS:

FULLTIME -n- o -n- -n- -0-
PART-TIME n_ “o0- “o- -0- -0-
TEMPORARY -0 - -0 - -0 - -0 - -0 - -0 -

ANALYSIS :  (Attach a separate page if necessary)

Prepared by: Mark Thorson Phone:. 465-2621
Division: Administrative Services ’January 17, 1988
Approved uy Commissioner =4 Date:

Agency: Environmential Conservation >_

Distribution (bz. preparer)
Legislative Finance
Legislative Sponsor V.-
Requestor
Office of Management and Budget
Impacted Agency(ies)



STATE OF ALASKA Bill Version: sb 99

1989 LEGISLATIVE SESSION Publish Date:
FISCAL NOTE
REQUEST :
Revision Date: Agency Affected: Department of Administration
Title: An Act requiring certain State BRU: Doneral Services and Supply
contractors to have business licenses
Sponsor :Sturgulewski and Pearce Components .Purchasing
Requestor:

EXPENDITURES/REVENUES; (Thousands of Pollars)

* “OPERATING mpY 8% ®gTy 90 m Fy 01 FY 92 ,FYF93 FY 94
PERSONAL SERVICES 0 0 0 0 R u
TRAVEL 0 -0 0 0 o u
CONTRACTUAL 0 1 0 0 u 0 ...y
SUPPLIES 0 0 0 0 , " U u
EQUIPMENT 0 0 B 1 0 0 u
LAND & STRUCTURES 0 0 0 "0 0 0
GRANTS, CLAIMS 0 3 o] u 0 0
MISCELLANEOUS 0 ue«- 0 0 ....0" 0
TOTAL OPERATING 0 0 0 ~0 0 0
CAPITAL o . 0 0 0 “0 0
REVENUE 0 nmomom 0 0 0 u
FUNDING:  (Thousands of Doll ars)
GENERAL fund 0 0 0 u u
FEDERAL FUNDS 0 'O 0 u I u
OTHER 0 0 0 0" " ...... u u
TOTAL 0 0 u 0 m 0 --- u
POSITIONS:
FOL1-TIME 0 0 0 u u 0
PART-TIME 0 0 0 m( 0
TEMPORARY 0 0 0 0 0
ANALYSIS: (Attach a separate page if necessary)
1
Prepared By: Robert J. Link Phone: =%65-2250
Division: General Services and Supply & Date- 1M 2M
Approved by Commissioner: John M. A n d r e w Date:_
Agency: Department of Administration ~
Distribution (by preparer): ,
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget
Impacted Agency(ies) Page of 1

Rev: 12/88



Division of General Services and Supply

Commissioner John M. Andrews Date
Department of Administration



STATE OF ALASKA

1989 LEGISLATIVE SESSION

FISCAL NOTE

REQUEST:
Revision Date:

Tide : "An Act reoulrinn certain state
contractors to have business licenses

Sponsor:Sen. Sturgulewski

RequestorCnvp.rnnra nffirp/OMR

EXPENDITURES/REVENUES:
OPERATING FY 89

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT

LAND & STRUCTURES
GRANTS. CLAIMS
MISCELLANEQOUS

TOTAL OPERATING -0-

CAPITAL

REVENUE

FUNDING: (Thousands ofDollars)

GENERALFUND -0-
FEDERAL FUNDS

OTHER

TOTAL

POSITIONS:

FULL-TTME -0-
PART-TIME
TEMPORARY

ANALYSIS : (Adach asyxjralepage ifreccsssary)

Please see the attached analysis.

Preparedby: Richard 1. Pegues,
Division : Adminfotrfltiye Ser.viog™ff)

(Thousands of Dollars)
FY 90 FY a1
/
-0- -0-
-0- -0-
-0- -0-

BRU:. A1l

Components : AU

Lad -
<

BELL VERSION: 5RQQ
PUBLISH DATE:

Approved by Commissioner: Grace Berg Scfrkible, Attorney Gen.

Agency: Department of Law

Distribution (by preparer):
LegislativeFinance <
Legislative Sponsor
Requestor

Office of Management and Budget

Impacted Agency(ies)

Agency Affected: Department of Law
FY 92 "FY 93 FY A
-0- -0- -0-
o - -0-
R
-0- -0- .. TO-
. 465-3672
i - January 17. 198<
January 17, 1989
page_J— of _



CONTINUATION of FISCAL NOTE ANALYSIS
For Bill/Resolution No. - sBog

This bill amends AS 36.30.320(a) so as to require that any
purchase of supplies, services, or construction of $5,000.00 or less may
only be made from vendors with g valid Alaska business license. In its
present all inclusive form, this requirement could present significant
problems iIn the day to day conduct of state business. Some items that
are procured by this department are simply not available from sources
within the state or from vendors outside the state that may have an
Alaska business license. Such items would include certaiA pieces of
proprietary computer software or unique computer hardware. Frequently,
such items are purchased individually or in very small quantities in
order to test their potential in various departmental applications.
In most cases, these vendors would not have Alaska business licenses,
nor is it likely that they would apply for one given the dollar value of
the sales involved, typically $50 to $500. As such, this amendment
could limit this department"s ability to eptplore and enjploy new methods

or technologies. !

Another problem that would result from this requirement Iis
that it would make i1t very difficult, if not 1impossible, for state
employees to purchase supplies, services, or construction while
traveling outside the state on official business or while permanently
assigned to out of state offices (i.e. Washington, D.C.; Seattle, WA;

etc.).

Because this amendment would require all state agencies to
limit the purchase of supplies, services, or construction to a limited
number of vendors, regardless of the cost differential, the cost for
some office supply commodities could increase by as much as twenty-five
to thirty percent.

The department estimates that small purchases for office
supplies, from out-of-state vendors, account for about two or three
percent of its total commodities purchases. The actual cost impact to
the department, if this bill is enacted, would be negligible. However,
the inconvenience of not being able to acquire products not available in
the state would be somewhat greater.



* % e

STATE OF ALASKA BILL VERSION; _ sB 99
1989 LEGISLATIVE SESSION PUBLISHDATE:
FISCAL NOTE
REQUEST: SC O
Revision Date: ' AgencyAffeCted: Oepartment of Corrections
Tide:. "An act requiring certain state contractors J}RU =

to have business licenses"
Sponsor : Sturqulewski and Pearce pooenis

Requestor.

EXPENDITURES/REVENUES:  (Thousands ofPollan)

OPERATING FY 89 FY 90 FY 91 FY92 , FY® FY %
PERSONAL SERVICES
RAVEL

:
CONTRACTUAL

SUPPLIES ,
EQIUPMENT : ]
LAND A STRUCTURES

GRANTS, CLAIMS

MISCELLANEOUS I

TOTAL OPERATING 0 0 0 0 0 0

CAPITAL 0 0 . 0 0 0

REVENUE 0 0 0 0 0 0

FUNDING: (ThousandsofDollars)

GENERALFUND
FEDERALFUNDS .

OTHER
TOTAL 0 0 0 0 0 u

POSITIONS:
FULL-TIME 0 0 0 ° 0 0 0

PART-TIME
TEMPORARY .
ANALYSIS :  (Attach a Separate page if necessary)

Prepared by Susan E. Knighton, Director Wuw,. A65-3376
DiViSiOﬂ: ~ Administrative Services Date: 1/17/89

Approvedby. - .« .o~ SuMMump”yjrBreN S W *Date:  1/17/99
Agency: CoiVections \

Distribution (bg_prepare;):
Legislative Finance
Legislative Sponsor
Requester
Office of Management and Budget
Impacted Agency(ics) page.

affitr. RCAIAVY



STATE OF ALASKA BILL VERSION: SB 99
1989 LEGISLATIVE SESSION PUBLISH DATE: 1/10/89

FISCAL NOTE

REQUEST :

Revision Date: Agency Affected: OFfice of the Governor
Title: --Requiring Certain ConstractoiRpn:_ _ Elections

to Have Business License

Sponsor: Sturgulewski Components= 1 - Elections
Reguestor Ftturgulewski

EXPENDITURES/REVENUES: (Thousands of Dollars)

OPERATING FY & FY 9O FY a FY @ FY &8 FY A

PERSONAL SFRVICES /
TRAVEL

CONTRACTUAL

SIS : ]
EQUIPVENT s

LAND & STRUCTURES f f
GRANTS, CLAINS

MISCELL ANEOUS i

TOTAL OPERATING -0- -0- -0- -o- : -0- -0-

CAPITAL (
| REVENUE l -0- -0- -0- -0- -0- _0-

FUNDING: (Thousands of Dollars)

GENERALFUND 0 -0- -0 - -0 - -0- -0 -
FEDERAL RNDS

OTHER

TOTAL -0- -0 - -0 - -0 - -0 - -0 -

POSITIONS:

FUL-TIVE
PART-TINE
TEMPORARY 1

ANALYSIS :@ (Attachasgaratepage ifrecessary)

Preparedby: M geworth Phone: 465; 46.11
D?\Hsmn:y. Division go tvfyle ctioms * Date:

Annmverihv finnmkdnnere, , Date: ,_, .,
Agency: Division ‘ot Electi/Mts T .

Distribution (bypreparer):
Legislative Finance
Legislative Sponsor
Requestor
OfGee of Management and Budget
Impacted Agency(ics) PaSe—— of m



STATE OF ALASKA BILL VERSION: 5/399

1989 LEGISLATIVE SESSION . PUBLISHDATE:
REQEST, FISCAL NOTE
iIsinbDate:— January .22\ J-988 —-—--— AogcovAllced= Military & Veterans Affairs
Tide: An Act requiring certain state n,,(,/ -
contractors to have business licenses "
SPrer - Sturgulewskr mnpnnm, , &
Requestor:

EXPENDITURES/REVENUES:  (Thousarosoflers)

OPERATING FY 89 FY 90 FY 91 FY 92 FY 93 FY 94
PERSONAL SERVICES

TRAVEL .

CONTRACTUAL i

SUPPLIES |

EQUIPMENT 1 1 ”

LAND A STRUCTURES

GRANTS. CLAIMS i :

MISCELLANEOUS .

"OTAL OPERATING __________ o J— 0

CAPITAL

REVENUE

FUNDING: (housadsofDolias)

GENERALFUND ,t/
FEDERAL FUNDS
OTHER

TOTAL

POSITIONS:

FULLTIME
PART-TIME
TEMPORARY

ANALYSIS : Aachasgadepae iffrecssay)

Prearedby: . Jeff Morrison,, Director phms?  465-4600
Dmvisin:  Administrative & Support Servuces PMVA Date:.. January_ 17, 1989
Approved by Camiissioner toy MG John Schaeffer Date: J~ruary 17, 1989
Agency:__ Baartment .of. Military ft Veterans.Affairs -
Distribution (by preparer)

LegsslatneHinenee

Leopslative Jos0r

Ragestor

OffceeoVeregamentad BLoget,

et Ao (i) PE* — L. of— =



STATE OF ALASKA BILL VERSION
1989 LEGISLATIVE SESSION PUBLISH DATE:

FISCAL NOTE

REQUEST:

Revision Date: Aonncv AfTert/d « Community & Regional A ffairs
T.Ic: "An Act., state contractors to BRU : *

have business licenses.”

Sponsor: Sturgulewski & Pearce Components :

Requestor:

EXPENDITURES/REVENUES:  (Thousands of Dollars)

OPERATING Fy 8 FY Q0 FY aL Fy 92 FY"a3 FY A

PERSONAL SERVICES
TRAVEL

OCONTRACTUAL -

SUPPLES

EQUIPVENT 1

LAND & STRUCTURES T

GRANTS. CLAINS i

MISCELLANEOUS I .

TOTAL OPERATING -0- -0- -o- -0- —0- _0-

CAPITAL

REVENUE

FUNDING: (Thousands of Dollars)

GENERALFUND -0- 0- 0- 0- 0- -
FEDERAL FUNDS

OTHER

TOTAL -u- -0 - -6 - o- .

POSITIONS:

AULL-TINE -0- -0- -0- -0- -0- -0-
PART-TINVE

TEMPORARY

ANALYSIS b5  (Attach asgaralle page ifrecessary)

Gt/vw
Preparedby: Plasman, Deputy Director Ano,. 465-4750
Division : Municipal {~Regional Ag~ystance Date: /~17~

Approved hy Cnm~A*rmpC- ) (U fJ Z/V'WA"I>TCr Dale: ' IVjfl
AQgency ~“community STfeil/iortal A

Distribution (bZ' preparer):
Legislative Finance
Legislative Sponsor
Requestor .
Office ofManagement and Budget i
Impacted Agency(ies) Page of
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STATE OF ALASKA billversion:  SB.,
1989 LEGISLATIVE SESSION publish date :
FISCAL NOTE
REQUEST:
Revision Dale: AgencyAffected: Labor
Title: "An Actrequiring certain state BRU:  Administrative Services
contractors to have business licenses."
Sponsor  Sturgulewski & Pearce Components; Management Services

Requestor. ~ Senate Labor & Commerce

EXPENDITURES/REVENUES (Thousands of Dollars)
OPERATING FY 89 FY 90 FY a1l FY 92 FY 93 FY %4
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LANDSTRUCTURES
GRANTS,CLAIMS
MISCELLANEQUS
TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL
REVENUE

FUNDING:  (Thousands ofDollars)

GENERALFUND

FEDERAL FUNDS

OTHER

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY

ANALYSIS:  (Attach a separate page if necessary)

Prepared by: V Frank Spargo Phone:  465-2720
Division: Administrative Services Date: 117189
Approved by Commissioner  Jim SampsocT Date: 117189
Agency.  DepartmentofLabor h

Distribution (by preparer) :
Legis| at|ve inance
Legislative Sponsor
Requestor
Office of Management and Budget
Impacted Agency(ies) page 1 of 1

=\ o * n

—a.*,. .Tti.it-Tm rtfiM n ." iil —wh/t«Wrrtirr il . | hJ



STATF OF Al ASKA BILL VERSION: SB 99
1989 LEGISLATIVE SESSION PUBLISHDATE:

FISCAL NOTE

REQUEST;

Revision Date: 17 1.Jan 1989 Agency Affected: Natural Resources
Title :Art- rrm sirino certain state - ﬂRU:____

rnnt-rarf.nrs to have business licorice

Sponsor: st-.nrnnlewski & Pierce Components:

Requestor .Labor 6 Commerce

EXPENDITURES/REVENUES:  (Thousands of Dollars)

OPERATING FY 89 FY 90 Fy 91 FY 92 > FY 93 FY 94

PERSONAL SERVICES
TRAVEL r

CONTRACTUAL /

SUPPLIES /

EQUIPMENT 1 r
LAND A STRUCTURES

GRANTS, CLAIMS i ,
MISCELLANEOUS a -

TOTAL OPERATING -0- ) Y -0- -0- -0-

CAPITAL L -0- -0- -0- -0-
REVENUE -0 - -0 - -0- -0- -0- -0-

FUNDING: (ThousandsofDollars)

GENERALPUND
FEDERAL FUNDS
CTTHR
TQTAL

POSITIONS:

FULL-TIME
PART-TIME
TEMPORARY

ANALYSIS :  (Attach a separate page if necessary)

Prcparedby: ~Naron.Par-tan. ,™.. —  Phone:
Division: Management pat*; 17 Jan 1989

17 Jan 1989
Agency: Natural Resources

Distribution (bz_preparer):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget ;

Impacted AgenCy(ies) page—— 0 fewrem



STATE OF ALASKA
1989 LEGISLATIVE SESSION

REQUEST FISCAL NOTE

BELL VERSION: SR 99
PUBLISH DATE:

Revision Date: Agency Affected: Education
BRU:

Title: Act requiring cer.Laia-ataLe

contractors to have business licenses

SpOﬂSOI’: Stureulewskl and Pearce Components !

Requestor:Jtepartmsnt of Adminlfif.mr.inn

EXPENDITURES/REVENUES:  (Thousands of Dollars)
OPERATING FY89 FY 0 Fy a

PERSONAL SFRVICES
TRAVEL
CONTRACTUAL
SPALIES
EQUIPVENT

LAND & STRUCTURES
GRANTS. CLAIMS
MISCELLANEQUS

TOTALOPERATING 3, n- -n-

CAPITAL I
—bp-

= mWM— prflL

REVENUE

FUNDING: (Thousands of Dollars)

GENERALFUND -0- -0- -0-
FEDERAL FUNDS

OTHER

TOTAL

POSITIONS:

FULLUME
PART-TIME
TEMPORARY

ANALYSIS : (Attach a separate page if necessary)

Preparedby:  mary Hakala
Division :  Commissioner™ s/

Approved by Commissi
Agency: ~ Ed”caf

Distribution (bz_ preparer):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget
Impacted Agency(ies)

FY 8B FY A

465-2800
1/17/89

Date: 1/17/89

page.

c ‘Q'—,———

of



HEAT LOSS ANALYSIS, INC.
4128 WRIGHT STREET
ANCHORAGE, ALASKA 99508
(907) 563-0773

Melissa Faust

c/o Senator Arliss Sturgulewski
3111 C Street

Anchorage, Alaska 99503

19 December 1983

Dear Melissa:

Here 1is a rundown on my recent experience and concern with the
State Procurement Code.

In October of this year |1 was asked to provide a verbal quote
to the University of Alaska Anchorage for infrared electrical
inspections (three days). Il provided a quote of $2700.

The University also requested quotations from two other firms
in the lower 48 (my company 1is the only firm providing this

service in Alaska). One of the firms presented a price
exceeding mine. The other presented a price of about $2000
including all expenses. of course, they were awarded the
project.

In a conversation with the University purchasing officer |
discovered that the winning bidder had given a below market
rate because they wanted to take a paid trip to Alaska. They
even offered to provide the service for additional days
(beyond the three in the request) for the price of the hotel

room.

The winning firm was certainly within its rights to offer its

service in this manner (in fact | may start hunting for work
in Hawaii - 1711 do it for cost). Also, the University
followed procedures as outlined in the procurement code.
However, the winning bidder did not possess - nor is it
required to possess - an Alaska business license.

I feel that there is a loophole in the State Procurement Code
that allows respondents to informal (telephone) bid procedures
of projects under $5000 to participate without ©possession of
an Alaska business license. I feel that all respondents to
any work authorized by State funds should possess this license
except in situations where the service or product is not
available in the State.



I would be willing to work with your drafters on the
particular areas of the code that could be changed to close
this loophole. Please don"t hesitate to call if you have any

questions.

Siryjeerely yours,

Geoff~ Feiler
/President



Register 104, January 1988 ADMINISTRATION 2 AAC 12.400

(¢)) making certain that the offeror has a clear
understanding of the scope of the work and the requirements
involved in providing the required services?

2 determining that the offeror will make
available the necessary personnel and facilities to perfornm
the services within the required time? and

(3) agreeing upon compensation that 1is fair and
reasonable, taking into account the estimated value, scope,
complexity, and nature of the required services.

(b) The offeror selected for award shall submit and
certify cost and Zficing data.

(©) Upon failure to negotiate a contract with the most
qualified offeror, the procurement officer shall enter 1into
negotiations with the next most qualified offeror.

(d) IfT the procurement officer is unable to negotiate
acontract with any of the offerors initially selected as
the most highly qualified offerors, additional offerors may
be selected in preferential order based on their respective
qgualifications.

(e) Written notice of the intent to award must comply
with 2 AAC 12.310 and must be sent to each offeror. Notice
of intent to award must be made available to the public.

@) After award of the contract, a memorandum setting
out the principal elements of the negotiation shall be
prepared by the procurement officer. The memorandum shall
be included in the procurement file and be available to the
public upon request. (Eff. 1/1/88, Register 104)

Authority: AS 36.30.040
AS 36.30.270

ARTICLE 6. SMALL PURCHASES

Section

400. Authority to make small purchases

2 AAC 12.400. AUTHORITY TO MAKE SMALL PURCHASES. ()
For purchases of supplies, services, or construction
estimated to cost less than $500, or procurements of

replacement parts estimated not to exceed $1,500 for
aircraft, automotive, marine, construction, or industrial
equipment, or point-to-point air travel on scheduled
airlines estimated to cost no more than $5,000, or
professional services estimated to cost no more than $5,000,
or concession contracts estimated to have gross receipts of
less than $5,000, purchasing agencies shall use procedures
providing adequate and reasonable competition and for making
records to facilitate auditing of the purchasing agency.
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Register 104, January 1988 ADMINISTRATION 2 AAC 12.400

(b) For procurement of supplies, services, or
construction estimated to cost between $500 and $5,000, the
following procedures shall be followed:

1) At least three firms or persons shall be
contacted for qguotations, either written or oral. 1 f
guotations are solicited orally, the procurement officer
shall record who made the solicitation, the specifications
or 1items solicited, the date the solicitation took place,
the name of firms or persons contacted, if a firm, the name
of the person in the firm contacted, and the response of

each firm or person. This record shall be made a part of
the procurement file. For written quotations, the
procurement officer shall include a list of persons

contacted, a summary of the responses, and copies of all
bids received, as part of the procurement file.

(2) Theprocurement officermay use the
appropriate contractors list. It is not necessary to
solicit all vendors on the contractors list. If used, the
list must be rotated tothe extent necessary to give all

interested prospective contractors opportunity to compete.
Nothing in this section is intended to limit the procurement
officer from contacting additional firms or persons not on
the 1list, as long as at least three firms or persons are
contacted.

(3) The award shall be made to the lowest
responsive and responsible bidder, taking into account
applicable Alaskan bidder and Alaskan products preferences,
and shall be made in accordance with the specifications and
award criteria in the solicitation.

(c) For procurement of professional services estimated
to cost between $5,000 and $25,000 or concession services
estimated to bring in gross receipts between $5,000 and
$25,000 annually, the following procedures shall be

followed:

(¢H) At least three firms or persons must be
solicited for proposals, eitherwritten or orally. If oral
solicitation 1is wused, oral proposals shall be followed wup
w->th written proposals that are made a part ot the
procurement file. In addition, the procurement officer

shall record who made the solicitation, the specifications
of the services solicited, the date the solicitation took
place, the name of the firms or persons <contacted, if a
firm, the name of the person 1in the firm contacted, and the

response of each firm or person. This record and a
justification for the award shall be included in the
procurement file. For written proposals, the procurement

officer shall include a list of firms or persons contacted,
a copy of the solicitation used, a summary of the responses,
copies of all proposals received, and a justification for
the award, as part of the procurement file.
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2 The procurement officer may use the
appropriate contractors list. It is not necessary to
solicit all vendors on the contractors Jlist. ITf used, the
list shall be rotated to the extent necessary to give all
interested prospective contractors opportunity to compete.
Nothing in this section is intended to Ilimit the procurement
officer from contacting additional firms or persons not on

the list.

3) The award shall be made to the most qualified
responsive and responsible offeror, taking into account
applicable Alaska bidder and product preferences, and shall
be made in accordance with the specifications and av/ard
criteria in the solicitation. (Eff. 1/1/88, Register 104)

Authority: AS 36.30.040
AS 36.30.320

ARTICLE 7. SOLE SOURCE PROCUREMENT

Section

410. Conditions for use of sole source procurement
420. Record of sole source procurement

2 AAC 12.410. CONDITIONS FOR USE OF SOLE SOURCE
PROCUREMENT. (a) A request by a purchasing agency that a
procurement be restricted to one potential contractor must
be accompanied by a written explanation as to why no other
source is suitable or acceptable to meet the need. An
agency may advertise an intent to make a sole source award
for the purpose of determining if other sources are
available or interested in a particular procurement. Award
of a sole source procurement may not be made without prior
written approval of the <chief procurement officer or the
commissioner of transportation and public facilities, as
appropriate under AS 36.30.300(a).

(b) The written determination, required under
AS 36.30.300 (a), that there is only one source for the
required procurement must specify the duration of its
effectiveness,,

(©) A procurement officer shall <conduct negotiations,
as appropriate, as to price, delivery, and terms of a sole
source procurement.

(d) The following are examples of circumstances in
which sole source procurement might be appropriate:

(¢)) if the compatibility of equipment,
accessories, or replacement parts is the main consideration;
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BY THE LABOR AND
IN THE SENATE COMMERCE COMMITTEE

CS FOR SENATE BILL NO. 99 (L&C)
IN THE LEGISLATURE OF THE STATE OF ALASKA
SIXTEENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act requiring certain state contractors to have
business licenses.”
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 36.30.320(a) 1s amended to read:

(a) A procurement for supplies, services, or construction
does not exceed an aggregate dollar amount of $5,000 may be made 1in
accordance with regulations adopted by the commissioner for small
procurements. Except in the following cases, an agency may not enter
into a contract for the supplies, services, or construction unless the
prospective contractor has a valid Alaska business license:

(1) the prospective contractor is not required by AS 43.70
to have an Alaska business license to perform the contract;

(2) the contract 1is for a travel-related expense and 1is
made by an agency employee while traveling outside the state on state
business;

(3) the contract is by a state office located in a foreign
country, another state, or Washington, D.C.;

(4) the contract 1is with a pharmaceutical company that is
located outside the state; or

(5) the contract is a mail order to a company outside the

state.

-1- CSSB 99(L&C)

the



