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P .O . Box 107500* Anchorage, Alaska 99510-7500
ALASKA RAILROAD C O R P O R A T IO N

F e b r u a r y  24, 1989

The H o n o r a b l e  Pat P o u r c h o t ,  C h a i r m a n  
S e n a t e  S t a t e  A f f a i r s  C o m m i t t e e  
A l a s k a  S t a t e  L e g i s l a t u r e  
P.O. B o x  V
Juneau, A l a s k a  9 9811

Re: A l a s k a  R a i l r o a d  C o r p o r a t i o n  P r o c u r e m e n t  P r o c e d u r e s

D e a r  Pat,

T h a n k  y o u  a g a i n  for m a k i n g  ti m e  a v a i l a b l e  to m e e t  w i t h  M a r v  
Y e t t e r  a n d  me  r e c e n t l y .  W e  had a p r o d u c t i v e  t r i p  to J u n e a u  and 
a h i g h l i g h t  was v i s i t i n g  w i t h  you and s h a r i n g  our p l a n s  to 
i m p r o v e  the a p p e a r a n c e  of the A l a s k a  R a i l r o a d ' s  A n c h o r a g e  
facil i t y .

W e  a l s o  e x p r e s s e d  our c o n c e r n s  w i t h  the s t a t e ' s  p r o c u r e m e n t  
p r o c e d u r e s .

As w e  d i s c u s s e d ,  w e ' v e  p r e p a r e d  two p r o p o s e d  a m e n d m e n t s  to 
e x i s t i n g  S e n a t e  bills. Nos. 170 and 58. T h e  f i r s t  p r o p o s e s  to 
e x e m p t  the A l a s k a  R a i l r o a d  C o r p o r a t i o n  (" A R R C " ) f r o m  a S t ate 
P r o c u r e m e n t  C o d e  r e q u i r e m e n t  that it m a i n t a i n  p r o c u r e m e n t  
p r o c e d u r e s  w h i c h  a r e  " s u b s t a n t i a l l y  e q u i v a l e n t "  to the s t a t e ' s  
o w n  p r o c e d u r e s .  The s e c o n d  r e l a t e s  to the A l a s k a  b i d d e r ' s  
p r e f e r e n c e .

The A l a s k a  R a i l r o a d  C o r p o r a t i o n  A c t  ("ARCA") r e q u i r e s  that 
r a i l r o a d  p r o c u r e m e n t  p r o c e d u r e s  m e e t  a c c e p t e d  i n d u s t r y  
s t a n d a r d s .  T h i s  d i r e c t i o n  w a s  in k e e p i n g  w i t h  a l e g i s l a t i v e  
p u r p o s e  t h a t  A R R C  o p e r a t e  as a v i a ble, s e l f - s u f f i c i e n t  e n t i t y  
s u b j e c t  to the sa m e  rules, r e g u l a t i o n s ,  and p r a c t i c e s  
a p p l i c a b l e  to o t her r a i l r o a d s .  It w a s  e s t a b l i s h e d  as a p u b l i c  
c o r p o r a t i o n  i n d e p e n d e n t  of and s e p a r a t e  f r o m  the s t a t e  to help 
i n s u r e  that s o u n d  b u s i n e s s  m a n a g e m e n t  p r a c t i c e s ,  not g o v e r n m e n t  
r e g u l a t i o n s ,  w o u l d  g u i d e  its o p e r a t i o n s  in an e x t r e m e l y  
c o m p e t i t i v e  p r i v a t e  mark e t .  w i s e  p r o c u r e m e n t  p r a c t i c e s  
t a i l o r e d  to r a i l r o a d  n e eds w e r e  i n t e n d e d  to r e s p o n s i b l y  r e d u c e  
c osts and t h e r e b y  h e l p  i n s u r e  e c o n o m i c  v i a b i l i t y .  W i t h  this 
goal and p u b l i c  a c c o u n t a b i l i t y  in mind, A R R C ' s  b o a r d  of 
d i r e c t o r s  a d o p t e d  p r o c u r e m e n t  r u les in 1985 w h i c h  best s e r v e d  
the s p e c i a l  m i s s i o n  c h a r t e d  for the r a i l r o a d .

U n f o r t u n a t e l y  and d e s p i t e  A R C A ' s  e a r l i e r  d i r e c t i o n s ,  the 1986 
S t a t e  P r o c u r e m e n t  C o d e  o r d e r e d  A R R C  to a d o p t  p r o c u r e m e n t
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p r o c e d u r e s  w h i c h  m i r r o r e d  t h o s e  r e q u i r e d  for s t a t e  agencies. 
S a d d l e d  by the a d d i t i o n a l  c osts a n d  d e l a y s  i n h e r e n t  in this n e w  
system, we co m e  to y o u  w i t h  a r e q u e s t  t h a t  A R C A ' s  v i s i o n  and 
p h i l o s o p h y  be resto r e d .  W i t h o u t  t h e  f l e x i b i l i t y  e n j o y e d  by our 
s i s t e r  r a i l r o a d s  and our c o m p e t i t o r s ,  A R R C ' s  r e s p o n s i v e n e s s  in 
the m a r k e t p l a c e  has b e e n  c r i p p l e d  and its c o n t i n u e d  v i t a l i t y  
has b e e n  t h r e a t e n e d .

As y o u  know, SB No. 170 c o n t a i n s  m a n y  t e c h n i c a l  a m e n d m e n t s  to 
the S t a t e  P r o c u r e m e n t  Code. W e  r e s p e c t f u l l y  r e q u e s t  that you 
s u b m i t  our p r o p o s e d  a m e n d m e n t  to t h i s  bill. T h e  a m e n d m e n t  will 
r e l e a s e  A R R C  f r o m  the " s u b s t a n t i a l  e q u i v a l e n t "  l i m i t a t i o n ,  but 
w i l l  al s o  r e q u i r e  A R R C ' s  b o a r d  to i n s u r e  that p r o c u r e m e n t  
p r o c e d u r e s  m e e t  i n d u s t r y  s t a n d a r d s  and a d a p t  t h e m  to the 
r a i l r o a d ' s  s p e c i a l  needs.

D u r i n g  our visit, w e  also e x p l a i n e d  our v i e w  t h a t  c e r t a i n  
i n d i v i d u a l s  are a b u s i n g  the C o d e ' s  A l a s k a  b i d d e r  p r e f e r e n c e .  
Our s e c o n d  p r o p o s a l  s u g g e s t s  l a n g u a g e  to a m e n d  SB No. 58. 
l e g i s l a t i o n  w h i c h  a l r e a d y  r e c o m m e n d s  s e v e r a l  other 
m o d i f i c a t i o n s  to this p r o v i s i o n .

M o s t  r a i l r o a d  g o ods ( e s p e c i a l l y  l o c o m o t i v e  and r a i l c a r  parts) 
are a v a i l a b l e  o n l y  f r o m  O u t s i d e  m a n u f a c t u r e r s .  In the past, 
A R R C  has r e c e i v e d  bids d i r e c t l y  f r o m  s u c h  m a n u f a c t u r e r s  w h e n  
our i n v e n t o r y  b e c o m e s  d e p l e t e d .  S i n c e  it w a s  not cost 
e f f e c t i v e  for t h e m  to do so, t h e s e  m a n u f a c t u r e r s  have never 
e s t a b l i s h e d  d e a l e r s h i p s  in our st a t e .  N o n e t h e l e s s ,  the broad 

[ l a n g u a g e  of the A l a s k a  b i d d e r ' s  p r e f e r e n c e  n o w  p e r m i t s  a single 
A l a s k a n  to n e g o t i a t e  a n  e x c l u s i v e  r e p r e s e n t a t i o n  a r r a n g e m e n t  
w i t h  t h e s e  r a i l r o a d  p a r t s  m a n u f a c t u r e r s ,  s u b m i t  a bid c l a i m i n g  

,a f i v e  p e r c e n t  p r e f e r e n c e ,  and o b t a i n  a c o n t r a c t  on their 
be h a l f  for the p r i c e  of the p r e f e r e n c e  or so m e  p o r t i o n  of it. 
N o t  a d o l l a r  of the b i d d e r ' s  m o n e y  n e e d  be s p e n t  on local 
labor, a d v e r t i s i n g .  inv e n t o r y ,  f a c i l i t i e s ,  or real estate! 
A R R C ' s  c o s t s  increase, but there is no r e t u r n  to A l a s k a  except 
that p o r t i o n  of the b i d d e r ' s  fee w h i c h  he m a y  s p e n d  or save 
h e r e .

The A l a s k a  b i d d e r ' s  p r e f e r e n c e  w a s  i n s t i t u t e d  to p r o m o t e  local 
bu s i n e s s e s ,  not to i n v i t e  s p e c u l a t i o n .  A c c o r d i n g l y ,  we p r o p o s e  
that b i d d e r s  p r o m o t i n g  O u t s i d e  g o o d s  be r e q u i r e d  to d e m o n s t r a t e  
their c o m m i t m e n t  to A l a s k a  b e f o r e  q u a l i f y i n g  for a prefer e n c e .  
Our s u g g e s t e d  a m e n d m e n t  r e q u i r e s  t h a t  this c o m m i t m e n t  be 
d e m o n s t r a t e d  by a b i d d e r ' s  e x i s t i n g  i n v e n t o r y  of O u t s i d e  goods 
or his o n g o i n g  rep a i r  or w a r r a n t y  s e r v i c e s  for them.

We f i r m l y  b e l i e v e  that t h e s e  c h a n g e s  c a n  m e a n i n g f u l l y  
c o n t r i b u t e  to a m u c h  h e a l t h i e r  o p e r a t i n g  e n v i r o n m e n t  for the 
s t a t e ' s  r a i l r o a d  w i t h o u t  j e o p a r d i z i n g  t h o s e  i m p o r t a n t  public 
a c c o u n t a b i l i t y  r e q u i r e m e n t s  found in its e n a b l i n g  l e g i s l a t i o n .



Your s u p p o r t  and s p o n s o r s h i p  of t h e s e  a m e n d m e n t s  w i l l  be 

g r e a t l y  a p p r e c i a t e d .

L a r r y  Wood, our G e n e r a l  C ounsel, a n d  I p l a n  to be in J u n e a u  
M a r c h  13 a n d  14 and w e  w o u l d  like to v i s i t  w i t h  y o u  in re g a r d  
to t h e s e  a m e n d m e n t s .  I wi l l  be c o n t a c t i n g  y o u r  o f f i c e  next 
w e e k  to see if this t i m e  is a p p r o p r i a t e .

S i n c e r e l y ,

The Honorab le Pat Pourchot
Feb rua ry  24 , 1989
Page 3

F.G. T u r p i n  
P r e s i d e n t  & C E O

cc: A R R C  B o a r d  of D i r e c t o r s
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P R O P O S E D  A M E N D M E N T  T O  SB NO. 170 

A  B i l l  for "An A c t  r e l a t i n g  to s t ate p r o c u r e m e n t , "

Sec. 21. AS 3 6 . 3 0  is a m e n d e d  by a d d i n g  a n e w  s e c t i o n  to read:

sec. 3 6 . 3 0 . 0 3 5 .  A L A S K A  R A I L R O A D  C O R P O R A T I O N .  The 
b o ard of d i r e c t o r s  of the A l a s k a  R a i l r o a d  C o r p o r a t i o n  shall 
a d o p t  p r o c e d u r e s  to g o v e r n  the p r o c u r e m e n t  of suppl i e s ,  
s e r v i c e s ,  p r o f e s s i o n a l  services, a n d  c o n s t r u c t i o n  by the 
c o r p o r a t i o n .  T h e  p r o c e d u r e s  mu s t  m e e t  a c c e p t e d  r a i l r o a d  
i n d u s t r y  s t a n d a r d s  and mu s t  be a d a p t e d  to the s p e c i a l  n e e d s  of 
the A l a s k a  R a i l r o a d  C o r p o r a t i o n  as d e t e r m i n e d  by its b o a r d  of 
d i r e c t o r s .

Sec. 22. A S  36 3 0 . 0 1 5 ( e )  is a m e n d e d  to read:

(e) The b o a r d [ S ]  of d i r e c t o r s  of the [ A L A S K A  R A I L R O A D  
C O R P O R A T I O N  A N D  THE] A l a s k a  State B u i l d i n g  A u t h o r i t y  shall 
a d o p t  p r o c e d u r e s  to g o v e r n  the p r o c u r e m e n t  of supplies, 
se r v i c e s ,  p r o f e s s i o n a l  services, a n d  c o n s t r u c t i o n  by  the 
c o r p o r a t i o n .  The p r o c e d u r e s  must be s u b s t a n t i a l l y  e q u i v a l e n t  
to the p r o c e d u r e s  p r e s c r i b e d  in this c h a p t e r  and in r e g u l a t i o n s  
a d o p t e d  u n d e r  this cha p t e r .

7 9 0 9 L



PROPOSED AMENDMENT TO SB NO. 58
A  B i l l  for "An A c t  r e l a t i n g  to t h e  d e f i n i t i o n  of 
'Alaska bidder' for p u r p o s e s  of t h e  A l a s k a  bid d e r  
p r e f e r e n c e  in the a w a r d i n g  of s t a t e  c o n t r a c t s . "

Sec. 2. AS 3 6 . 3 0 . 1 7 0  is a m e n d e d  b y  a d d i n g  a n e w  s e c t i o n  to 
r e a d :

(e) N o t w i t h s t a n d i n g  the p r o v i s i o n s  of p a r a g r a p h  (b) above, 
a b i d d e r  s h a l l  not be e n t i t l e d  to r e c e i v e  the A l a s k a  b i d d e r  
p r e f e r e n c e  if s u c h  b i d d e r  s u b m i t s  a b i d  w h i c h  o f f e r s  g oods 
s u b s t a n t i a l l y  m a n u f a c t u r e d ,  a s s e m b l e d ,  or p r o v i d e d  by  a n o t h e r  
p a r t y  l o c a t e d  o u t s i d e  t h e  state, u n l e s s  the b i d der:

(1) has m a i n t a i n e d  a n  i n v e n t o r y  of at least 
$ 5 0 , 0 0 0  in s u c h  g o o d s  at a p l a c e  of b u s i n e s s  w i t h i n  the s t a t e  
for s i x  m o n t h s  i m m e d i a t e l y  p r e c e d i n g  the d a t e  of the bid; or

(2) has p r o v i d e d  r e p a i r  or w a r r a n t y  s e r v i c e s  for 
s u c h  g o o d s  at a p l a c e  of b u s i n e s s  w i t h i n  the s t a t e  for six 
m o n t h s  i m m e d i a t e l y  p r e c e d i n g  the da t e  of the bid.

7 9 1 2 L



University of Alaska
Fairbanks, Alaska 99775-5260

M a r c h  6, 1989

Brian Rogers
Vice President for Finance 

(907) 474-7440

The H o n o r a b l e  P a t  P o u r c h o t  
Chair, S e n a t e  S t a t e  A f f a i r s  C o m m i t t e e  
P. 0. B o x  V 
Juneau, A K  99811

SUBJECT: S e n a t e  Bill #170
p r o c u r e m e n t

De a r  S e n a t o r  P o u r c h o t :

- A n  Act r e l a t i n g  to s t ate

The U n i v e r s i t y  o f  A l a s k a  has a k e e n  in t e r e s t  in t h e  p a s s a g e  
of S e n a t e  Bi l l  #170, An  A c t  r e l a t i n g  to s t a t e  p r o c u r e m e n t ,  
w h i c h  is c u r r e n t l y  in y o u r  committee. T h e  u n i v e r s i t y  p a r t i c­
ipa t e d  in d i s c u s s i o n s  w i t h  the state D e p a r t m e n t  o f  A d m i n i s­
tr a t i o n  d u r i n g  t h e  d r a f t i n g  of th i s  legislation, a n d  s t r o n g l y  
e n d o r s e s  a c t i o n  this l e g i s l a t i v e  sess i o n  to i m p r o v e  t h e  p r o­
cur em e n t  c o d e .

In this letter, I will d i s c u s s  the u n i v e r s i t y ' s  p o s i t i o n  on 
the a m e n d m e n t s  m a d e  b y  t h e  G o v e r n o r ' s  b i l l  a n d  w i l l  s u g g e s t  
a d d i t i o n a l  a r e a s  for c o m m i t t e e  c o n s i d e r a t i o n  to i m p r o v e  the 
p r o c u r e m e n t  p r o c e s s  for t h e  U n i v e r s i t y  o f  Alaska.

The U n i v e r s i t y  of  A l a s k a ' s  co n c e r n s  wi t h  the c u r r e n t  l a w  fall 
g e n e r a l l y  u n d e r  five categories:

1. A l a s k a  b u s i n e s s  license r e q u i r e m e n t s ;
2. E x e m p t i o n s  f r o m  the code;
3. B i d  limits;
4. P r o t e s t  p r o c e d u r e s ;  a n d
5. P e n alties.

I. A l a s k a  B u s i n e s s  License:

S e c t i o n  1 of Se n a t e  Bill #170, AS 3 6 . 3 0 . 1 1 0 ( b ) ,  r e q u i r e s  
b i d d e r s  to have a v a l i d  A l a s k a  b u s i n e s s  l i c ense at the 
t i m e  d e s i g n a t e d  in t h e  i n v i t a t i o n  to b i d  for b i d  o p e n­
ing. This c r e a t e s  t w o  problems. First, the p r o c e s s  for 
o b t a i n i n g  an A l a s k a  b u s i n e s s  l i c ense o f t e n  t a k e s  up  to 
six weeks, w h ile b i d s  are a d v e r t i s e d  for o n l y  t h r e e  
weeks. V e n d o r s  who m a y  w i s h  to bid, but h a v e  not c o n­
du c t e d  b u s i n e s s  in Alaska, are p r e c l u d e d  f r o m  c o m p e t i n g  
due to t h e s e  time deadlines. This is a p a r t i c u l a r  p r o b -
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lem f o r  t h e  u n i v e r s i t y  w h e n  no in- s t a t e  b i d d e r s  are 
a v a i l a b l e  for s p e c i a l i z e d  scientific p r o d u c t s .  W e  b e­
lieve a n  a m e n d m e n t  as f o l l o w s  would a l l e v i a t e  the s i t­
uation: Page 2, line 9, a f t e r  " l i c e n s e , "  i n s e r t  "or
have m a d e  a p p l i c a t i o n  for an Alaska b u s i n e s s  license"; 
and l i n e  12, a f t e r  " l i c e n s e , "  insert " o r  of t h e  b i d d e r ' s  
a p p l i c a t i o n  for an A l a s k a  b u siness l i c e n s e . "

The A l a s k a  B u s i n e s s  L i c e n s e  Act d e f i n e s  t h o s e  b u s i n e s s e s  
w h i c h  a r e  r e q u i r e d  to o b t a i n  an Alaska b u s i n e s s  l i c e n s e  
in A S  4 3 . 7 0 . 1 1 0 ( 1 ) .  So m e  businesses a r e  n o t  r e q u i r e d  t o  
have a n  A l a s k a  b u s i n e s s  license, i n c l u d i n g  " f i s h e r i e s  
b u s i n e s s e s ,  fishermen, l i q u o r  licenses, i n s u r a n c e  b u s i­
nesses, m i n i n g  a n d  c o i n - o p e r a t e d  a m u s e m e n t  a n d  g a m i n g  
m a c h i n e s ,  c a l l i n g  or v o c a t i o n . "  F u r t h e r m o r e ,  " b u s i n e s s "  
is d e f i n e d  as t h o s e  a c t i v i t i e s  or acts " w i t h  t h e  o b j e c t  
of f i n a n c i a l  or  p e c u n i a r y  gain, profit o r  b e nefit, 
e i t h e r  d i r e c t  o r  i n d i r e c t . "

In A S  3 6 . 3 0 . 1 1 0 ( b ) ,  however, all b i d d e r s  m u s t  ha v e  a 
v a l i d  A l a s k a  b u s i n e s s  l i c e n s e  at the t i m e  o f  b i d  o p e n­
ing. T h u s ,  if t h e  U n i v e r s i t y  of Alaska g o e s  t o  b i d  for a 
s e r v i c e  w h i c h  c a n  be p r o v i d e d  by a n o t h e r  c o l l e g e  or u n i­
versity, for example, u n d e r  AS 36,30 t h e y  m u s t  h a v e  a 
v a l i d  A l a s k a  b u s i n e s s  license; but u n d e r  AS  43.70, t h e y  
are n o t  r e q u i r e d  to ha v e  an Alaska b u s i n e s s  license.
The u n i v e r s i t y  b e l i e v e s  t h a t  AS 3 6 . 3 0 . 1 1 0 ( b )  s h o u l d  be 
a m e n d e d  t o  o n l y  r e q u i r e  the Alaska b u s i n e s s  l i c e n s e  of 
b i d d e r s  w h o  are r e q u i r e d  u n d e r  the A l a s k a  B u s i n e s s  
L i c e n s e  A c t  t o  h a v e  one. We believe t h e  s e c t i o n  s h o u l d  
be a m e n d e d  as follows: P a g e  1, line 9, a f t e r  "(b)",
insert "If the b i d d e r  is r e q u i r e d  to h a v e  an A l a s k a  
b u s i n e s s  l i c e n s e  u n d e r  A S  43.70."

In c o n t e x t ,  the t w o  a m e n d m e n t s  would t h u s  read:

" S e c t i o n  1. AS 36.30.110(b) is amended t o  read: (b) i £  
the b i d d e r  is r e q u i r e d  t o  ha v e  an A l a s k a  b u s i n e s s  

l i c e n s e  u n d e r  A S  43.70, t he bidder m u s t .h a v e  a v a l i d  

A l a s k a  b u s i n e s s  license,, or have made a p p l i c a t i o n  for an 

A l a s k a  b u s i n e s s  license, at the time d e s i g n a t e d , _ in_the 
i n v i t a t i o n  to bid, for b i d  opening. T h e  TWHEN R E S P O N D­

ING T O  T H E  I N V I T A T I O N  T O  BID, THE] b i d d e r  s h a l l  s u p p l y  
e v i d e n c e  of the b i d d e r ' s  v a l i d  Alaska b u s i n e s s  license, 
or o f  t h e  b i d d e r ' s  a p p l i c a t i o n  for an Alaska, b u s i n e s s  

l i c e n s e  in a c c o r d a n c e  wi t h  regulations a d o p t e d  bv the 
commlssi o n e r . A  b i d d e r  for a c o n s t r u c t i o n  c o n t r a c t
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shall a l s o  sub m i t  e v i d e n c e  of the b i d d e r ' s  r e g i s t r a t i o n  
under A S  0 8 . 1 8 . "

A  s i m i l a r  a m e n d m e n t  n e e d s  to be added to  t h e  n e w  s u b s e c­
tion 3 6 . 3 0 . 2 1 0 ( e ) ,  b e g i n n i n g  on page 3, l i n e  29, of the 
bill.

II. E x e m p t i o n s

The u n i v e r s i t y  s t r o n g l y  s u p p o r t s  two e x e m p t i o n s  c o n­
tained i n  S e n a t e  Bill #170. T h ese are o n  p a g e  10 b e g i n­
ning at l i n e  2, s u b s e c t i o n  20, exempting " p u r c h a s e s  of  
c u r a t o r i a l  a n d  c o n s e r v a t i o n  services to m a i n t a i n ,  p r e­
serve, a n d  i n t e r p r e t  o b j e c t s  of art and i t e m s  h a v i n g  
cultural, histo r i c a l ,  or archaeol o g i c a l  s i g n i f i c a n c e  to 
the s t a t e " ;  a n d  on p a g e  10, line 16, s u b s e c t i o n  25, 
" c o n t r a c t s  for s u p p l i e s  o r  s e rvices for r e s e a r c h  p r o­
jects f u n d e d  b y  m o n e y  r e c e i v e d  from the f e d e r a l  g o v e r n­
ment or p r i v a t e  g rants."

We b e l i e v e  use of  s t a n d a r d  b i d d i n g  p r o c e d u r e s  is not 
proper f o r  the U n i v e r s i t y  of A l a s k a  M u s e u m  t o  o b t a i n  the 
c u r a t o r i a l  s e r v i c e s  u n d e r  s u b section 20, a n d  thus b e­
lieve t h i s  a m e n d m e n t  is needed.

S u b s e c t i o n  25 is even m o r e  important to t h e  u n i v e r s i t y ,  
as some p r o v i s i o n s  of AS 3 6.30 are i n c o n s i s t e n t  w i t h  
p r o c u r e m e n t  p r o c e d u r e s  r e q u i r e d  b y  federal a g e n c i e s .
The u n i v e r s i t y  is c o n c e r n e d  that a p p l i c a t i o n  of all AS
36.30 p r o c e d u r e s  to o u r  r e s e a r c h  p r o c u r e m e n t s  m a y  m a k e  
the U n i v e r s i t y  of  A l a s k a  uncomp e t i t i v e  w i t h  o t h e r  p u b l i c  
and p r i v a t e  u n i v e r s i t i e s  in obtai n i n g  f e d e r a l  g r a n t s  or 
c ontracts .

The u n i v e r s i t y  w o u l d  ask the committee to  c o n s i d e r  t w o  
a d d i t i o n a l  e x e m p t i o n s  f r o m  the provisions o f  AS 3 6 . 3 0  as 
f o l l o w s :

1. R e g i s t r a t i o n  fees for conferences a n d  w o r k s h o p s . 

When a u n i v e r s i t y  f a c u l t y  m e m b e r  or a d m i n i s t r a t o r  
attends a n a t i o n a l  or s t a t e  conference, t h e  p a y m e n t  of 
r e g i s t r a c i o n  f e e s  for the c o n f e r e n c e  or w o r k s h o p  is a 
sole s o u r c e  purchase. The uni v e r s i t y  b e l i e v e s  that it 
is e x t r e m e l y  c u m b e r s o m e  t o  require a sole s o u r c e  d e t e r­
mination o n  e a c h  c o n f e r e n c e  or workshop r e g i s t r a t i o n  a n d  
that the r e g i s t r a t i o n  at su c h  a conference o r  w o r k s h o p  
by d e f i n i t i o n  is not a c o m p e t i t i v e  p r o c u r e m e n t .  A  b l a n­
ket e x e m p t i o n  for these r e g i s t r a t i o n s  w o u l d  r e d u c e
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p a p e r w o r k  w i t h o u t  m a t e r i a l l y  a f f e c t i n g  the p u r p o s e  of 
the a c t .

2. G u e s t  s p e a k e r s  and e n t e r t a i n m e n t . W h e n  t h e  U n i v e r­

sity of A l a s k a  seeks a g u e s t  speaker, this p r o f e s s i o n a l  
service is  c u r r e n t l y  s u b j e c t  to the p r o v i s i o n s  of AS
36.30 r e q u i r i n g ,  for example, t h r e e  quotes for speakers 
between $ 1 0 , 0 0 0  a n d  $ 2 5 , 0 0 0  a n d  open c o m p e t i t i v e  p r o c e s s  
o v e r  $ 25,000. In mo s t  circ u m s t a n c e s ,  g u e s t  s p e a k e r s  a n d  
e n t e r t a i n m e n t  are sole s o u r c e  purchases. If, for e x a m­
ple, the U n i v e r s i t y  of A l a s k a  w a n t e d  to b r i n g  f o r m e r  
President R o n a l d  R e a g a n  to speak, we b e l i e v e  we should 
not be r e q u i r e d  to seek q u o t e s  f r o m  former P r e s i d e n t s  
Carter a n d  Ford. U n d e r  e x i s t i n g  law, sole s o u r c e  d e t e r­
mination w o u l d  be r e q u i r e d  t o  go dir e c t l y  t o  f o r m e r  
President R e a gan. As is t h e  case for the p r e c e d i n g  
exemption, the u n i v e r s i t y  b e l i e v e s  the r e q u i r e m e n t  for a 
separate w r i t t e n  d e t e r m i n a t i o n  on guest s p e a k e r s  a n d  
e n t e r t a i n e r s  is c u m b e r s o m e  a n d  does not a c h i e v e  the p u r­
pos e s  of A S  36.30.

I l l . B i d  L i m i t .

A S  36.30 c u r r e n t l y  r e q u i r e s  o p e n  c o m p e t i t i v e  b i d d i n g  for 
purch a s e s  in e x c e s s  of $5,000. P r o c u r e m e n t s  u n d e r  
$5,000 a r e  s u b j e c t  to s e p a r a t e  r e g u l a t i o n s  for "small 
p r o c u r e m e n t s . "  The u n i v e r s i t y  b e l i e v e s  t h i s  $5, 0 0 0  
limit is u n r e a s o n a b l y  low. The federal g o v e r n m e n t ,  for 
example, u s e s  a $ 2 5 , 0 0 0  limit in similar c i r c u m s t a n c e s  
w hile the s t a t e  of O r e g o n  us e s  a $15,000 lim i t .  The 
u n i v e r s i t y  b e l i e v e s  that a $ 1 0 , 0 0 0  limit f o r  s m a l l  p r o­
curements w o u l d  be m o r e  a p p r o p r i a t e  for A l a s k a .  This 
change w o u l d  m e a n  t h a t  for p u r c h a s e s  u n d e r  $10,000, the 
u n i v e r s i t y  w o u l d  be  able t o  o b t a i n  in f o r m a l  q u o t e s  
rather t h a n  g o i n g  t h r o u g h  t h e  full a d v e r t i s i n g  a n d  c o m­
petitive b i d  pro c e d u r e .  We b e l i e v e  that s u c h  a change 
w o u l d  h a v e  t h e  l i k e l y  e f f e c t  of inc r e a s i n g  the a m o u n t  of 
business d o n e  w i t h  local v e n d o r s  since we w o u l d  not be 
required t o  n o t i f y  all o u t - o f - s t a t e  v e n d o r s  w h o  are on 
t he b i d d e r s '  list of ea c h  of  t h ese small p r o c u r e m e n t s .
We b e l ieve th i s  c h a n g e  w o u l d  s i m p l i f y  the p r o c u r e m e n t  
p r o c e d u r e  w i t h o u t  v i o l a t i n g  the intent of t h e  p r o c u r e­
ment  code .

IV. Protests.

On page 7 o f  the b i l l  b e g i n n i n g  on line 6, AS 36.30 . 5 7 5  
w o u l d  be r e e n a c t e d  to p r o h i b i t  m a k i n g  a w a r d  of a con-
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t r a c t  if a p r o t e s t  is f i l e d  w i t h i n  the t i m e  set o u t  in 
the lav/ u n l e s s  t h e r e  is a w r i t t e n  d e t e r m i n a t i o n  t h a t  
"(1) if a r e a s o n a b l e  p r o b a b i l i t y  e x i s t s  t h e  p r o t e s t  wi l l  
be denied, or (2) a d e l a y  of a w a r d  of the c o n t r a c t  is 
c o n t r a r y  t o  the s t a t e ' s  b e s t  i n t e r e s t s . "

The u n i v e r s i t y  is c o n c e r n e d  that the p r o p o s e d  p r o t e s t  
p r o c e d u r e s  m a k e  it t o o  e a s y  for a l o s i n g  b i d d e r  t o  h o l d  
up the p r o c u r e m e n t  pro c e s s .  We b e l i e v e  t h i s  i n j u r e s  the 
s u c c e s s f u l  bi d d e r s .  T h e  u n i v e r s i t y  b e l i e v e s  th a t  t h e  
s u c c e s s f u l  b i d d e r  s h o u l d  be ab l e  to s e e k  d a m a g e s  a g a i n s t  
a p r o t e s t i n g  b i d d e r  w h e n  cla i m s  m a d e  are f r i v o l o u s  a n d  
d a m a g e  t h e  w i n n i n g  vendor. F u r t h e r m o r e ,  t h e  u n i v e r s i t y  
b e l i e v e s  that the p r o c u r e m e n t  o f f i c e r  s h o u l d  be a b l e  to 
r e j e c t  t h o s e  p r o t e s t s  w h i c h  fail t o  c o n t a i n  the r e q u i r e­
me n t  u n d e r  AS  3 6 . 3 0 .560(4) of "a d e t a i l e d  s t a t e m e n t  of 

the legal a n d  f a c t u a l  g r o u n d s  of  the p r o t e s t  i n c l u d i n g  
c o p i e s  of r e l e v a n t  d o c u m e n t s . "  (Emphasis added) The 
u n i v e r s i t y  has r e c e i v e d  p r o t e s t s  w h i c h  do not c o n t a i n  
d e t a i l s  o f  t h e  g r o u n d s  of the pr o t e s t ,  w h i c h  has r e­
q u i r e d  t h e  u n i v e r s i t y  t o  h o l d  u p  the a w a r d  w h i l e  t r y i n g  
to seek t h e  d e t a i l s  o f  the g r o u n d s  for pro t e s t .

V. Pen a l t i e s .

The c i vil a n d  c r i m i n a l  p e n a l t i e s  of AS  3 6 . 3 0  h a v e  c a u s e d  
s i g n i f i c a n t  d i s c o m f o r t  for u n i v e r s i t y  employees, w h o  are 
a f r a i d  th a t  u n i n t e n t i o n a l  er r o r s  a n d  o m i s s i o n s  m i g h t  
l e a d  to l i a b i l i t y  for c osts a n d  d a m a g e s  or to  c r i m i n a l  
p e n a l t i e s .  The u n i v e r s i t y  b e l i e v e s  t h a t  A S  3 6 . 3 0.930(1) 
s h o u l d  be  a m e n d e d  as follows:

" S e c t i o n  3 6 . 3 0 . 9 3 0 .  C i v i l  a n d  c r i m i n a l  p e n a l t i e s .

The f o l l o w i n g  p e n a l t i e s  a p p l y  to v i o l a t i o n s  of t h i s  
chapter: (1) a p e r s o n  who i n t e n t i o n a l l y, c o n t r a c t s  f o r  or
p u r c h a s e s  supplies, e q u i p m e n t  for the s t ate fleet p r o­
fes s i o n a l  s e r v i c e s  or c o n s t r u c t i o n  in a m a n n e r  t h e  p e r­
son t o  be  c o n t r a r y  t o  the r e q u i r e m e n t s  of t h i s
c h a p t e r  o r  the r e g u l a t i o n s  a d o p t e d  u n d e r  the c h a p t e r  is 
l iable to all costs a n d  d a m a g e s  to  the s tate a r i s i n g  out 
of the v i o l a t i o n ; "

The u n i v e r s i t y  is c o n c e r n e d  that our a b i l i t y  to a t t r a c t  
h i g h - q u a l i t y  p r o f e s s i o n a l s  in t h e  p r o c u r e m e n t  fi eld is 
c o m p r o m i s e d  wh e n  the s i t u a t i o n  c o u l d  e x i s t  th a t  the p r o­
cur em e n t  o f f i c i a l  k n ows the r e q u i r e m e n t s  of the c h a p t e r  
b ut u n i n t e n t i o n a l l y  a p p r o v e s  a p r o c u r e m e n t  c o n t r a r y  to 
that knowledge.
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The u n i v e r s i t y  a p p r e c i a t e s  the c o m m i t t e e ' s  w i l l i n g n e s s  to 
c o n s i d e r  this i m p o r t a n t  l e g i s l a t i o n  d u r i n g  t h e  c u r r e n t  l e g­
isl a t i v e  session. We look f o r w a r d  to the o p p o r t u n i t y  t o  t e s­
t i f y  b e f o r e  the c o m m i t t e e  o n  h e a r i n g s  a n d  t o  a n s w e r  a n y  q u e s­
tions  you m a y  h a v e  on the u n i v e r s i t y ' s  p o s i t i o n  on t h e s e  or 
a n y  o t h e r  is s u e s  r e l a t e d  t o  the c u r r e n t  or p r o p o s e d  p r o c u r e­
men t  law.

B D R / p e

cc: S e n a t o r  Jan F a i k s
D o n  O'Dowd, P r e s i d e n t
A l i c e  Peterson, A c t i n g  C h ief P r o c u r e m e n t  O f f i c e r  
W e n d y  Redman, V i c e  P r e s i d e n t  U n i v e r s i t y  R e l a t i o n s  
B o b  Link, Director, G e n e r a l  S e r v i c e s  a n d  S u p p l y
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S B  170, R e l a t i n g  t o  s t a t e  p r o c u r e m e n t  

F e b r u a r y  27, 1 9 8 9

A s  y o u  k n o w ,  S B  170, w h i c h  p r o p o s e s  s e v e r a l  c h a n g e s  a n d  
c l a r i f i c a t i o n s  t o  t h e  s t a t e  p r o c u r e m e n t  code, h a s  b e e n  r e f e r r e d  
t o  t h e  S t a t e  A f f a i r s  C o m m i t t e e .

A c c o r d i n g  t o  t h e  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 ,  t h e  l e a d  a g e n c y  on 
S B  170, t h e r e  w a s  a n  a t t e m p t  i n  d r a f t i n g  t h e  b i l l  t o  l i m i t  i t  to  
n o n c o n t r o v e r s i a l  i s s u e s .  H o w e v e r ,  I h a v e  a l r e a d y  b e e n  a p p r o a c h e d  
b y  t h e  A l a s k a  R a i l r o a d  C o r p o r a t i o n  a n d  o t h e r  a g e n c i e s  w h o  h a v e  
a d d i t i o n a l  c o n c e r n s  w i t h  t h e  code.

I i n t e n d  t o  s c h e d u l e  t h e  b i l l  f o r  a h e a r i n g ,  a n d  a m  a n t i c i p a t i n g  
s i g n i f i c a n t  d i s c u s s i o n  o n  it. B e c a u s e  o f  y o u r  e x t e n s i v e  
b a c k g r o u n d  o n  t h e  p r o c u r e m e n t  code, I w o u l d  g r e a t l y  a p p r e c i a t e  
y o u r  t a k i n g  a l o o k  a t  S B  170 a n d  p r o v i d i n g  t h e  c o m m i t t e e  w i t h  a n y  
c o m m e n t s  o r  s u g g e s t i o n s  y o u  m i g h t  have.

I h a v e  a t t a c h e d  f o r  y o u r  c o n v e n i e n c e  a c o p y  o f  t h e  b ill, t h e  
G o v e r n o r ' s  t r a n s m i t t a l  l e t t e r ,  a n d  t h e  f i s c a l  n o t e s .
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Dear F ra n k :

Thank you f o r  coining by my o f f i c e  when you w ere  in  to w n , I  
a p p re c ia te d  y o u r b r ie f in g  on th e  S h ip  C re e k  red eve lo pm ent a re a  
and y o u r comments on p ro cu rem en t.

S e n a te  B i l l  170 , w h ich  p ro p o ses a number o f  changes and 
c l a r i f i c a t i o n s  to  th e  s t a t e  p ro cu rem ent co d e , h as been r e f e r r e d

to  th e  Sena te  s t a t e  A f f a i r s  Com m ittee, w h ich  I  c h a i r .  I  in te n d  
to  s c h e d u le  a h e a r in g  on th e  b i l l  som etim e w it h in  th e  n e x t  
s e v e r a l  w eeks , and would a p p re c ia te  r e c e iv in g  y o u r th o u g h ts  and 
comments on i t  in  advance o f  th e  h e a r in g .

I  have  e n c lo se d  a copy o f SB 170 f o r  y o u r  co n v e n ie n c e .
P le a s e  drop me a l i n e  o r  g iv e  my o f f i c e  a c a l l  w ith  y o u r 
comments. I  w i l l  n o t i f y  you o f  th e  h e a r in g  d a te  once i t  h a s  been
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LEGISLATIVE AFFAIRS AGENCY
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POUCHY STATE CAPITOL 
JUNEAU. ALASKA 99811 

907-465 3800

SUBJECT:

TO:

FROM:

C o n s t i t u t io n a l i t y  o f o f f e r o r  p re fe re n c e  
( d r a f t  CSSB 1 7 0 (S A ))

S e n a to r P a t  P o u rch o t, C h a ir  
S ta te  A f f a i r s  Committee

T h e re sa  L .  B a n n i s t e r ^
L e g is la t iv e  C o un se l

T h is  memo accom panies th e  com m ittee s u b s t i t u t e  th a t  you r e ­
q u ested  f o r  SB 170. A lth o u g h  th e  p r im a ry  purpose fo r  yo u r 
re q u e s t  was to  ad d ress the  p rocurem ent p ro ced u res o f the  
A la s k a  R a i l r o a d  C o rp o ra t io n , p le a s e  be aware th a t  SB 170 
c o n ta in s  new b id d e r  p re fe re n c e  p ro v is io n s  th a t  co u ld  be 
c h a lle n g e d  under th e  commerce c la u s e  and th e  p r iv i le g e s  and 
im m u n it ie s  c la u s e  o f  th e  f e d e r a l  c o n s t i t u t io n .  S e c t io n  13 
g iv e s  o f f e r o r s  who a re  A la s k a  b id d e rs  two p re fe re n c e s  in  the  
e v a lu a t io n  o f  o f f e r s .  I  have n o t exam ined th e  is s u e s  s u f f i ­
c i e n t l y  y e t  to  e x p re ss  an o p in io n  on w heth er th e  c h a lle n g e  
would be s u c c e s s f u l .  I f  you w is h  a f u l l e r  e xa m in a tio n  o f 
t h i s  i s s u e ,  p le a se  a d v is e .

T L B : gc 
WKG8/025

E n c lo s u re



S t a t e  o f  A l a s k a

OFFICE OF THE GOVERNOR
J u n ea u

F e b ru a ry  1 3 , 1989

The H onorab le  Tim  K e l ly  
P re s id e n t  o f  th e  Senate  
A la sk a  S ta te  L e g is la t u r e  
P .O . Box V 
Ju n e au , AK 99811

Dear M r. P r e s id e n t :

Under th e  a u t h o r it y  o f  a r t .  I l l ,  s e c .  18 , o f  the A la sk a  
C o n s t i t u t io n ,  I  am t r a n s m it t in g  a b i l l  r e la t in g  to  s t a t e  
p ro cu rem ent.

A f t e r  w o rk in g  w ith  th e  new s t a t e  p rocurem ent code f o r  th e  
p a s t  y e a r ,  s t a t e  a g e n c ie s  have id e n t i f i e d  a number o f 
p ro v is io n s  t h a t  need c l a r i f i c a t i o n  o r change to  ad d ress th e  
p r a c t i c a l  r e a l i t i e s  o f  a d m in is te r in g  th e  co de .

S e c t io n s  1 , 6 , and 7 o f  th e  b i l l  c l a r i f y  and make c o n s is ­
te n t  th e  re q u ire m e n ts  th a t  a b id d e r  o r p ro p o se r h a v e , and 
p ro v id e  e v id en ce  o f  h a v in g , a v a l i d  A la s k a  b u s in e s s  
l i c e n s e .  Under th e se  s e c t io n s ,  b id d e rs  and p ro p o se rs  m ust 
p o ssess  th e  l ic e n s e  a t  th e  tim e  o f  b id  o r p ro p o sa l o p en in g , 
and m ust p ro v id e  p ro o f o f  th e  l ic e n s e  in  acco rd an ce  w ith  
r e g u la t io n s  adopted by th e  co m m iss io ner o f  a d m in is t r a t io n .

S e c t io n  2 o f  th e  b i l l  p e rm its  th e  co m m iss io ner o f  t ra n s p o r­
t a t io n  and p u b lic  f a c i l i t i e s  to  make th e  s t a t e ' s  e s t im a te  
o f th e  c o s t s  o f  c o n s t ru c t io n  c o n f id e n t ia l  u n t i l  a f t e r  b id  
o p en in g , upon a w r i t t e n  f in d in g  t h a t  c o n f id e n t i a l i t y  i s  in  
th e  s t a t e ' s  b e s t  in t e r e s t .

S e c t io n  3 o f  th e  b i l l  c l a r i f i e s  th a t  a l i s t e d  s u b c o n tra c to r  
may be re p la c e d  i f  th e  s u b c o n t ra c to r , r a t h e r  th an  th e  b id ­
d e r , i s  d eterm ined  by th e  p rocurem ent o f f i c e r  n o t to  be r e ­
sp o n s ib le  .

S e c t io n  4 o f  the  b i l l  e s t a b l is h e s  a u n ifo rm  req u irem en t 
th a t  th e  b id  s e c u r i t y  th a t  i s  re q u ire d  fo r  c o m p e t it iv e  
se a le d  b id s  fo r  c e r t a in  c o n s t ru c t io n  c o n t r a c t s  and th a t  may 
be re q u ire d  f o r  c o m p e t it iv e  s c a le d  b id s  fo r  o th e r  
c o n s t ru c t io n  c o n t r a c t s  and f o r  c o n t r a c t s  fo r  s u p p l ie s ,  
s e r v ic e s ,  o r p r o fe s s io n a l  s e r v i c e s ,  m ust be eq u a l to  a t  
l e a s t  f i v e  p e rc e n t  o f  th e  amount o f  th e  b id .  T h is  r e p la c e s  
more co m p lica te d  s e c u r i t y  re q u ire m e n ts , w h ich  th.*.
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D epartm ent o f  T ra n s p o r ta t io n  and. P u b l ic  F a c i l i t i e s  found 
r e s u lt e d  in  r e je c t io n  o f  s e v e r a l  m ajor b id s .

S e c t io n  5 , b e s id e s  m aking some t e c h n ic a l  c o r re c t io n s  in  
AS 3 6 . 3 0 . 1 7 0 ( b ) ( 4 ) ,  re c o g n iz e s  th e  need in  some s i t u a t io n s  
to  p ro v id e  th e  A la s k a  b id d e r p re fe re n c e  to  p a r tn e rs h ip s  in  
w h ich  n o t a l l  p a r tn e rs  a re  A la s k a  r e s id e n t s .

S e c t io n  6 o f  th e  b i l l  a ls o  re q u ir e s  th e  l i s t  o f 
s u b c o n tra c to rs  p ro v id e d  by th e  o f f e r o r  o f th e  p ro p o sa l 
d eterm ined  to  be most advantageous to  th e  s t a te  to  in c lu d e  
a l i s t  o f  th e  work to  be perfo rm ed by each s u b c o n tra c to r .

S e c t io n s  8 and 9 o f  th e  b i l l  p ro v id e  more s p e c i f i c  
re q u ire m e n ts  fo r  c o n s id e ra t io n  o f  p ro p o se rs ' A la sk a  b id d e r 
s t a t u s  in  e v a lu a t in g  c o m p e t it iv e  se a le d  p ro p o s a ls . In  
e v a lu a t in g  th e  c o s t  f a c t o r s  o f  a p ro p o s a l, an agency must 
c o n s id e r  th e  proposed c o s t s  o f  an o f f e r o r  who q u a l i f i e s  as 
an A la s k a  b id d e r  to  be reduced  by f i v e  p e rc e n t . In  
e s t a b l is h in g  e v a lu a t io n  f a c t o r s ,  an agency m ust a l lo c a t e  a t  
l e a s t  10 p e rc e n t  o f  th e  v a lu e  o f  th e  r a t in g  system  to  th e  
p ro p o s e rs ' A la s k a  b id d e r  s t a t u s .  These p ro v is io n s  p la c e  in  
s t a t u t e  th e  re q u ire m e n ts  o f  in t e r p r e t iv e  r e g u la t io n s  
adopted by th e  co m m iss ioner o f  a d m in is t r a t io n .

S e c t io n  10 o f  the  b i l l  adds a new p ro v is io n  th a t  p e rm its  
m u lt i- s t e p  se a le d  p ro p o s a ls , s im i la r  to  AS 3 6 . 3 0 .1 9 0  w h ich  
p ro v id e s  fo r  m u lt i- s t e p  c o m p e t it iv e  se a le d  b id d in g .

S e c t io n s  11 and 12 o f  th e  b i l l  p e rm it d e le g a t io n  o f  the  au­
t h o r i t y  to  make w r i t t e n  d e te rm in a t io n s  n e c e s sa ry  fo r  a s o le  
so u rce  o r l im it e d  c o m p e tit io n  p rocurem ent o f  s u p p l ie s ,  s e r ­
v i c e s ,  o r  c o n s t ru c t io n  i f  th e  amount o f  th e  procurem ent 
does no t exceed  th e  amount f o r  sm a ll p rocurem ents under AS 
3 6 . 3 0 . 3 2 0 ( a ) .  T h a t amount i s  c u r r e n t ly  $5 , 0 0 0 .

S e c t io n  13 o f  th e  b i l l  amends th e  p ro v is io n s  f o r  d e te rm in a­
t io n  o f  r e s p o n s ib i l i t y  o f  a b id d e r o r o f f e r o r ,  to  re q u ire  
th e  p rocurem ent o f f i c e r  to  make a w r i t t e n  d e te rm in a t io n  
o n ly  i f  th e  b id d e r o r o f f e r o r  i s  found to  be not 
r e s p o n s ib le ,  r a t h e r  th an  i f  he o r she i s  found to  be 
r e s p o n s ib le .

S e c t io n  14 o f  th e  b i l l  amends th e  req u irem en t th a t  th e  p ro ­
curem ent o f f i c e r  is s u e  a w r i t t e n  e x p la n a t io n  o f award o f a 
c o n t r a c t  to  an o u t - o f - s t a t e  b id d e r , to  p ro v id e  th a t  such an 
e x p la n a t io n  i s  not re q u ire d  i f  th e  award i s  made under com­
p e t i t i v e  se a le d  b id d in g . The reaso n  fo r  t h i s  change i s  
th a t  aw ards under c o m p e t it iv e  se a le d  b id d in g  in v o lv e  no 
e x e r c is e  o f  d i s c r e t io n .

S e c t io n  15 o f  th e  b i l l  removes th e  p r o h ib it io n  a g a in s t  use 
o f c o s t - p lu s - a - p e rc e n ta g e - o f- c o s t  c o n t r a c t s ,  and a llo w s  use 
o f  t h a t  typ e  o f  c o n t r a c t  under r e g u la t io n s  to  be adopted by
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th e  co m m iss io ne r o f  a d m in is t r a t io n  and com m issioner o f  
t r a n s p o r t a t io n  and p u b l ic  f a c i l i t i e s  in  t h e i r  r e s p e c t iv e  
a re a s  o f  r e s p o n s ib i l i t y ,

S e c t io n  16 o f  th e  b i l l  r e p e a ls  and re e n a c ts  th e  p ro v is io n  
fo r  s t a y  o f  award o f  a c o n t r a c t  when an ap p ea l i s  f i l e d .  
C u r r e n t ly ,  even i f  an ap p ea l i s  f i l e d ,  th e  c o n t ra c t in g  
agency may p ro ceed  w ith  th e  award u n le s s  th e  agency 
d e te rm in e s  t h a t  th e  p r o t e s t  w i l l  p ro b a b ly  be s u s ta in e d  o r 
th a t  a s t a y  o f th e  award i s  no t c o n t ra ry  to  th e  b e s t  
in t e r e s t s  o f  th e  s t a t e .  As re e n a c te d , AS 3 6 . 3 0 . 5 7 5  
r e q u ir e s  a s t a y  o f  th e  award u n le s s  th e re  i s  a w r i t t e n  
f in d in g  th a t  th e re  i s  a re a so n a b le  p r o b a b i l i t y  th a t  th e  
p ro te s t  w i l l  be d en ied  o r th a t  th e  d e la y  i s  found to  be 
c o n t r a r y  to  th e  s t a t e ' s  b e s t  i n t e r e s t s .  In  o th e r w o rd s , 
e s s e n t i a l l y ,  th e  p r o v is io n  i s  r e v e r s e d .

S e c t io n  17 o f  th e  b i l l  amends AS 3 6 .3 0 . 8 5 0  (b) to  p ro v id e  
fo r  a d d it io n a l  exem ptions from  th e  p rocurem ent co d e , 
in c lu d in g  exem ptions o f

c o n t r a c t s  fo r  day c a re  a s s is t a n c e  (AS 4 4 . 4 7 . 2 5 0 ) ;

c o n t r a c t s  f o r  p u rch ase  o f s ta n d a rd iz e d  l ic e n s u r e  exam­
in a t io n s ;

d is p o s a ls  o f  s u p p lie s  a c q u ire d  in  a g r ic u l t u r a l  lo a n  
f o r e c lo s u r e s ;

p u rch a se s  o f  c e r t a in  s e r v ic e s  connected  to  a r t  and 
h i s t o r i c a l  o b je c t s ;

a c q u is i t io n  o f  c o n f id e n t ia l  s e is m ic  in fo rm a t io n  fo r  
p r e - s a le  o i l  and gas le a s e  a n a ly s e s ;

c o n t r a c t s  fo r  v i l l a g e  p u b lic  s a f e t y  o f f i c e r s ;

e x p e n d itu re s  fo r  expenses fo r  t r a v e l  to  m eetin g s by 
p e rso n s  who p ro v id e  p e rs o n a l c a re  and s ig n  language 
in t e r p r e t a t io n  f o r  members o f  th e  G o v e rn o r 's  C o u n c il 
f o r  th e  H andicapped and G i f t e d ;

c o n t r a c t s  fo r  home h e a lth  c a re  s e r v ic e s  and a d u lt  
r e s id e n t ia l  and f o s t e r  c a re  s e r v i c e s ;  and

c o n t r a c t s  fo r  s e r v ic e s  and s u p p lie s  fo r  re s e a rc h  p r o j­
e c t s  t h a t  a re  funded w ith  fe d e r a l  o r p r iv a t e  g ra n t 
money.

Language i s  a ls o  d e le te d  from AS 36 .30  .850 ( b ) ' s le a d - in ,  
and th e  same language i s  in s te a d  in c lu d e d  in  a new 
d e f in i t io n  o f " s t a t e  money" ( s e c .  19 o f  th e  b i l l ) .
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S e c t io n  18 adds a new s e c t io n  t h a t  a l lo w s  fo r  use  o f a l t e r ­
n a te  p ro cu rem ent m ethods, r a t h e r  th an  th o se  p ro v id ed  in  th e  
p rocurem ent co d e , in  s p e c i f ie d  s i t u a t io n s  in  w h ich  a g e n c ie s  
have found a p p l ic a t io n  o f  th e  p rocurem ent code to  be 
im p r a c t ic a l  o r d isad van tag eo u s to  th e  s t a t e .

S e c t io n  19 adds a new d e f in i t io n  o f  " s t a t e  m oney," to  
c l a r i f y  t h a t  o n ly  e x p e n d itu re  o f  money a p p ro p ria te d  to  an 
a g e n c y  o r sp e n t under an a p p ro p r ia t io n  ( in c lu d in g  money 
sp en t under AS 3 7 . 0 7 . 0 8 0 ( h ) )  i s  s u b je c t  to  the  p rocurem ent 
co d e . Not s u b je c t  to  th e  p rocurem ent code under t h i s  
d e f in i t io n  i s  e x p e n d itu re  o f  money such as  th a t  o f  
com panies f o r  w h ic h , o r o f  in d iv id u a ls  fo r  whom, th e  s t a te  
a c t s  a s  th e  t r u s t e e ,  r e c e iv e r ,  o r c o n s e rv a to r  ( f o r  exam p le , 
money o f  a bank t h a t  th e  s t a t e  has ta k e n  p o sse ss io n  o f  
under AS 0 6 . 0 5 . 4 7 0 ,  o r  a c l i e n t ' s  money h e ld  in  t r u s t  by 
th e  O f f ic e  o f  P u b l ic  A d v o c a c y ) .

S e c t io n  20 re p e a ls  AS 3 6 . 3 0 . 1 0 0 ( b ) ( 1 )  —  ( 4 ) ,  w h ich  a re
c u r r e n t ly  exem ptions from  c o m p e t it iv e  b id d in g  re q u ire m e n ts  
and w h ich  a re  re lo c a te d  by th e  b i l l  to  proposed AS 
3 6 .3 0 . 8 5 5  ( s e c .  1 8 ) ;  AS 3 6 . 3 0 . 5 4 0 ( 4 )  —  ( 5 ) ,  to  d e le te  th e  
r e p o r t in g  re q u ire m e n ts  fo r  o u t - o f - s t a t e  and s t a te  so u rce  
p ro cu re m e n ts ; AS 3 6 . 3 0 . 6 0 5 ,  to  d e le te  th e  p ro te s t  re p o r t  
re q u ire m e n t ; and AS 4 4 . 4 7 . 2 5 0 ( c ) ,  to  conform  AS 4 4 . 4 7 .2 5 0  
to  th e  exem ption added to  AS 3£-r3Q. 850 (b) (11) ( s e c .  17) f o r  
day c a re  a s s is t a n c e

I  u rge  yo u r fa v o ra b le
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MEMORANDUM

TO Sen ate  S t a t e  A f f a i r s  Com m ittee Members

RE

FROM S e n a to r  P a t  P o u rch o t, Chairm an 

M arch 13 Com m ittee M eeting

DATE M arch 1 0 , 1989

On Monday, M arch 13 a t  1 : 30  p .m.  in  th e  B e lt z  Room th e  Sen ate  
S ta te  A f f a i r s  Com m ittee w i l l  h e a r  th e  fo l lo w in g  b i l l s :

SB 145,  An A c t  m aking a s p e c ia l  a p p ro p r ia t io n  to  th e  Departm ent 
o f  A d m in is t r a t io n  f o r  payment a s  a g ra n t  to  th e  A la s k a  N a t iv e  
C u l t u r a l  C e n te r  C o rp o ra t io n

SB 145 w ould  a p p ro p r ia te  $500 ,000  to  th e  A la s k a  N a t iv e  C u lt u r a l  
C e n te r  C o rp o ra t io n  f o r  Phase X o f  th e  A la s k a  N a t iv e  C u l t u r a l  
C e n te r  i n  A n ch o rag e . The b i l l  was h e a rd  by th e  S ta te  A f f a i r s  
Com m ittee m eetin g  j o i n t l y  w ith  th e  S p e c ia l  Com m ittee on 
In t e r n a t io n a l  T ra d e  and To u rism  on F e b ru a ry  2 7 .

A d r a f t  com m ittee s u b s t i t u t e  h as  been p re p a re d . I t  w ould re q u ir e  
t h a t  s t a t e  fu n d s be m atched by fu n d s from  n o n - s ta te  so u rc e s  and 
t h a t  th e  s t a t e  fu n d s be sp e n t on p la n n in g , d e s ig n , e n g in e e r in g , 
and s i t e  p re p a ra t io n .

SB 170.  An A c t  r e l a t in g  to  s t a t e  p rocurem ent

SB 170 makes a s e r ie s  o f  amendments to  th e  s t a t e  p rocurem ent 
co d e . The code h a s  been in  e f f e c t  s in c e  Ja n u a ry  1 , 1988.  D u rin g  
th e  p a s t  y e a r  s t a t e  a g e n c ie s  have  id e n t i f i e d  a number o f  
p r o v is io n s  t h a t  th e y  f e e l  need c l a r i f i c a t i o n  o r  change to  ad d re ss  
th e  p r a c t i c a l  r e a l i t i e s  o f  a d m in is te r in g  th e  co d e . A d d it io n a l 
changes recommended by th e  A la s k a  R a i l r o a d  C o rp o ra t io n  and th e  
U n iv e r s i t y  a re  a t ta c h e d .

The b i l l  h as a z e ro  f i s c a l  n o te . Any c o s t  s a v in g s  w i l l  be 
r e f le c t e d  a s  in c re a s e d  e f f i c i e n c i e s  in  th e  p ro cu rem ent p ro c e s s .



A l a s k a  S t a t e  L e g i s l a t u r e

Sen. Jan Faika, Vice Chairman Sen. Al Adams Sen. Tim Kelly Sen, Rick Uehling

S e n .  P a t  P o u r c h o t ,  C h a i r m a n P.O. Box V State Capitol Juneau, Alaska 9981 i
907-165-3712Senate State A ffairs Committee

MEMORANDUM

TO Se n a te  S ta te  A f f a i r s  Com m ittee Members

R E :

FROM S e n a to r  P a t  P o u rc h o t , ch a irm an  

M arch 17 Com m ittee M eeting

DATE: M arch 17 , 1989

Today a t  1 : 3 0  p .m.  in  th e  B e lt z  Room th e  fo l lo w in g  b i l l s  w i l l  be 
b ack  b e fo re  th e  S ta te  A f f a i r s  Com m ittee:

S JR  3 . P ro p o s in g  an amendment to  th e  C o n s t i t u t io n  o f  th e  S ta te  o f 
A la s k a  r e la t in g  to  re p e a l o f  r e g u la t io n s  by th e  l e g i s l a t u r e

A d r a f t  com m ittee s u b s t i t u t e  p ro v id in g  f o r  re p e a l o f  r e g u la t io n s  
by ~ ioint r e s o lu t io n  r a t h e r  th a n  c o n c u rre n t  r e s o lu t io n  i s  
a t ta c h e d . Because U n ifo rm  R u le  49 r e q u ir e s  t h a t  a j o i n t  
r e s o lu t io n  r e c e iv e  th re e  re a d in g s  and t h a t  i t s  v o te  be re co rd e d  
in  th e  jo u r n a l ,  th e se  re q u ire m e n ts  have been d e le te d  from  S JR  3 .

S JR  5 , P ro p o s in g  amendments to  th e  C o n s t i t u t io n  o f  th e  s t a t e  o f  
A la s k a  amending p r o v is io n s  r e l a t in g  to  th e  A la s k a  perm anent fu n d ; 
e s t a b l is h in g  tem p o rary  p r o v is io n s  r e la t in g  to  d e d ic a te d  fu n d s , 
th e  A la s k a  perm anent fu n d , th e  e x p e n d itu re  l i m i t ,  and th e  budget 
s t a b i l i z a t i o n  fund

SJR  5 w ould  c o n s t i t u t io n a l l y  d e d ic a te  perm anent fun d  e a rn in g s  
(50% d iv id e n d s , 30% i n f l a t i o n  p ro o f in g , 20% budget s t a b i l i z a t i o n  
fu n d ) , e s t a b l i s h  an a p p ro p r ia t io n  l i m i t ,  p ro v id e  f o r  d e p o s it  o f  
re v e n u e s  in  e x c e s s  o f  th e  a p p ro p r ia t io n  l i m i t  (50% perm anent 
fu n d , 50% budget s t a b i l i z a t i o n  fu n d ) , and a l lo w  f o r  e x p e n d itu re  
o f  up to  25% o f  th e  budget s t a b i l i z a t i o n  fund  in  y e a r s  in  w h ich  
re v e n u e s  a re  l e s s  th an  th e  a p p ro p r ia t io n  l i m i t .

A d r a f t  com m ittee s u b s t i t u t e  w h ich  d e le te s  th e  $ 1 . 4  b i l l i o n  
a p p ro p r ia t io n  l i m i t  s p e c i f ie d  in  th e  o r ig in a l  b i l l  i s  a t ta c h e d . 
In s t e a d , an n u a l a p p ro p r ia t io n s  would be l im it e d  to  th e  l e v e l  o f 
a p p ro p r ia t io n s  made in  th e  p re c e d in g  y e a r  w ith  an a d ju s tm e n t f o r  
i n f l a t i o n .  Revenues w it h in  th e  spen d ing  l i m i t  t h a t  were no t 
a p p ro p r ia te d  would be d e p o s ite d  in  th e  Perm anent Fund .



C o m m i t t e e  M e m o
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S JR  30 . R e la t in g  to  lo c a t io n  o f  a jo b  co rp s  c e n te r  w it h in  th e  
M a ta n u sk a -S u s itn a  Borough

When S JR  30 was b e fo re  th e  co m m ittee , q u e s t io n s  a ro se  re g a rd in g  
th e  s t a t e ' s  f in a n c i a l  o b l ig a t io n  i f  A la s k a  sh o u ld  be chosen  as  
th e  s i t e  f o r  a jo b  co rp s  c e n t e r .  The s t a t e ' s  a p p l ic a t io n  to  th e  
f e d e r a l  governm ent in d ic a te d  t h a t  we would c o n t r ib u te  $1 m i l l io n  
to  c a p i t a l  c o s t s  o f  th e  c e n t e r .  The fu n d in g  q u e s t io n  w i l l  be 
a d d re sse d  by th e  b i l l  sp o n so r a t  t o d a y 's  m e e tin g .

SB 170.  An A c t  r e l a t in g  to  s t a t e  p rocurem ent

A d r a f t  com m ittee s u b s t i t u t e ,  w h ich  in c o rp o ra te s  th e  fo l lo w in g  
two p r o v is io n s  d is c u s s e d  by th e  co m m ittee , i s  a t ta c h e d :

1 A u th o r iz a t io n  o f  th e  A la s k a  R a i l r o a d  C o rp o ra t io n  to  
adopt p ro cu rem ent p ro ce d u re s  based  on th e  c o m p e t it iv e  
p r in c ip le s  o f  th e  s t a t e  p ro cu rem ent code b u t adapted  to  th e  
s p e c ia l  needs o f  th e  c o rp o ra t io n

2 Exem ptio n  from  th e  p ro cu rem ent code f o r  g u e s t sp e a k e rs  
o r  p e rfo rm e rs  f o r  an e d u c a t io n a l o r  c u l t u r a l  a c t i v i t y

S i x  a d d it io n a l  amendments a re  a ls o  a t ta c h e d :

jyjO 1 A p p l ic a t io n  o f  th e  A la s k a  b u s in e s s  l i c e n s e

^0 2 Abuse o f  th e  A la s k a  b id d e r s '  p re fe re n c e  by f i rm s  t h a t
c a r r y  on l im it e d  b u s in e s s  e n t e r p r is e s  e x c lu s iv e ly  f o r  th e  
p u rp o se  o f  t a k in g  advantag e  o f  th e  p re fe re n c e

3 In c r e a s e  o f  th e  d o l la r  th re s h h o ld  f o r  open c o m p e t it iv e  
b id d in g

4 Exem ptio n  f o r  p u rch a se s  made o u ts id e  th e  U . S .  f o r  u se
o u ts id e  th e  U . S . ,  and f o r  c o n t r a c t s  f o r  h e a r in g  o f f i c e r s

5 P e n a lty  f o r  f r i v o lo u s  p r o t e s t  o f  a c o n t r a c t  award

6 D e f in i t io n  o f  " s t a t e  money"

I t  i s  my hope t h a t  we co u ld  move a l l  o f  th e s e  b i l l s  o u t o f  
com m ittee to d a y .

|J0



STEVE COWPER, GOVERNOR

REPLY TO:

□  1031 W 4th AVENUE 
SUITE 200
ANCHORAGE. ALASKA 99501-1994 
PHONE: (907) 276-3550

□  1st NATIONAL CENTER 
100 CUSHMAN ST.
SUITE 400
FAIRBANKS. ALASKA 99701-4679

I i / P.O. BOX K-STATE CAPITOL 
JUNEAU. ALASKA 99811-0300 
PHONE: (907) 465-3600

C h a ir ,  Sen ate  S ta te  A f f a i r s  
A la s k a  S ta te  Senate  
P .O .  Box V 
Ju n e au , AK 99811

Re :  SB 170,  p rocurem ent code

Dear S e n a to r P o u rch o t:

A t yo u r r e q u e s t , I  have re v ie w e d  amendments p re se n te d  
to  th e  Sen ate  S ta te  A f f a i r s  Committee fo r  in c lu s io n  in  SB 170,  
r e la t in g  to  s t a t e  p ro cu rem en t.

The most d i f f i c u l t  is s u e  fo r  c o n s id e ra t io n  o f th e  com­
m itte e  i s  a p ro p o sa l by th e  A la s k a  R a ilro a d  C o rp o ra t io n  th a t  i s
in te n d e d  to  p re v e n t abuse o f  th e  A la s k a  b id d e r 's  p re fe re n c e .
D u rin g  th e  h e a r in g  on M arch 13 , I  e x p re sse d  some r e s e r v a t io n s  
about th e  r a i l r o a d ' s  su g g e s t io n  th a t  an in v e n to ry  re q u ire m e rt  be 
added to  th e  e lem ents o f  the  d e f in i t io n  o f  "A la s k a  b id d e r"  s e t  
out in  AS 3 6 . 3 0 . 1 7 0 .  The r a i l r o a d  su g g ested  th a t  to  q u a l i f y ,  a 
b id d e r m ust have  an in v e n to ry  v a lu e d  a t  $50 ,000 o r m ore. I t  
would be to  d i f f i c u l t  to  p r e d ic t  the  e f f e c t  o f  t h i s  amendment on 
th e  a r r a y  o f  b id d e rs  c u r r e n t ly  e n jo y in g  th e  b e n e f it s  o f  th e  p r e f ­
e re n c e . I t  would a ls o  be d i f f i c u l t  to  d ete rm in e  the  v a lu e  o f  
in v e n to ry  a t  any g iv e n  tim e d u rin g  the b id d in g  p r o c e s s .

I  have re v ie w e d  the  s t a t u t e s  o f  o th e r s t a t e s  to  d e t e r ­
mine how th e y  have d e a lt  w ith  t h i s  p ro b lem . New M exico o f f e r s  a 
good exam ple f o r  the com m ittee to  c o n s id e r . A " r e s id e n t  b u s i ­
n e s s "  i s  g ra n te d  a p re fe re n c e  fo r  s t a t e  c o n t r a c t s .  To q u a l i f y ,  a 
r e s id e n t  b u s in e s s  must have i t s  p r in c ip a l  p la c e  o f  b u s in e s s  in  
the  s t a t e  o r have f i v e  o r  more em ployees who a re  r e s id e n t s  o f  the 
s t a t e .  NMSA 13-1-21 .  A d d i t io n a l ly ,  each r e s id e n t  b u s in e s s  must 
a p p ly  to  th e  c h ie f  p rocurem ent o f f i c e r  f o r  a c e r t i f i c a t e  e v id e n c ­
in g  r e s id e n t  s t a t u s .  A b id d e r i s  no t e n t i t l e d  to  th e  p re fe re n c e  
u n le s s  a copy o f  the  c e r t i f i c a t e  i s  p re se n te d  w ith  the b id . The 
p rocurem ent o f f i c e r  i s  empowered to  c re a te  an a p p l c a t io n  form  
and r e q u ir e  s u f f i c i e n t  p ro o f to  q u a l i f y  f o r  the p re fe re n c e .

A rka n sa s  r e q u ir e s  a "bona f id e  p la c e  o f  b u s in e s s  and a 
r e p r e s e n t a t iv e  in v e n to ry  o f  th e  com m odities on w h ich  the  b id  i s

March 1 6 , 1989

The H onorab le  P a t Po u rcho t



The H onorab le  P a t Pourchot
A la sk a  S ta te  Senate
Re : SB 170,  p rocurem ent code
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P a g e  #2

s u b m it te d ,11 ACA 19-11- 25 9 (a )  ( 3 ) .  A p p a re n t ly  t h i s  req u irem en t 
was s u c c e s s f u l ly  ch a lle n g e d  as b e in g  vague and o ve rb ro ad . P a c i f -
ic o rp  v .  E x e r le b e n , ___ F .  Supp. ____  ( E . D .  A r k . ,  S e p t . 30 , 1988 ) .
I t  has been re p o rte d  th a t  A rk a n sa s  w i l l  a ttem p t to  r e s u r r e c t  th e  
p re fe re n c e  w ith  v a l i d ,  e n fo rc e a b le  s ta n d a rd s .

I l l i n o i s  re q u ir e s  a " r e s id e n t  b id d e r"  to  have a "bona 
f id e  e s ta b lish m e n t fo r  t r a n s a c t in g  b u s in e ss  on the  date  when any 
b id  fo r  a p u b lic  c o n t ra c t  i s  f i r s t  a d v e r t is e d  o r  ann o u nced ." I L  
S t .  ch , 127,  p.  1 3 2 . 6 .  The M inneso ta  s t a tu te  i s  id e n t i c a l .  MN 
ST 16B .102 .  South Dakota a llo w s  r e s id e n t  b id d e rs  to  q u a l i f y  fo r  
a p re fe re n c e  i f  th e y  "have m a in ta in e d  a s u b s t a n t ia l  and bona f id e  
p la c e  o f  b u s in e s s  and have conducted  b u s in e ss  th e re fro m  w it h in  
t h is  s t a t e  f o r  a t  le a s t  one y e a r  p r io r  to  th e  date  on w h ich  a 
c o n t ra c t  was aw a rd e d ."  SDCL 5 - 19-4 .

Based on the  fo re g o in g  r e s e a r c h , i f  th e  com m ittee 
d e s ire s  to  p u rsu e  t h is  m a t te r , we recommend t h a t  you c o n s id e r  
amending AS 3 6 . 3 0 . 1 7 0  in  th e  fo l lo w in g  m anner:

*  S e c .  ___ . AS 3 6 . 3 0 . 1 7 0 ( b ) ( 3 )  i s  amended to  re a d :

(3 ) has m a in ta in e d  a s u b s t a n t ia l  bona f id e  p la c e  
o f  b u s in e s s  w ith in  th e  s t a t e  [STAFFED h i  THE EIDDER OR AN 
EMPLOYEE OF THE BIDDER FOR A PERIOD OF S IX  MONTHS IMMEDIATE­
LY  PRECEDING THE DATE OF THE B I D ] ;

*  Sec .  ___. AS 3 6 . 3 0 . 1 7 0  i s  amended by add ing  a new su b se c­
t io n  to  re a d :

(e ) In  t h is  s e c t io n  " s u b s t a n t ia l  bona f id e  p la c e  o f 
b u s in e s s "  means a p la c e  th a t  i s

(1 ) r e g u la r ly  used f o r  th e  s a le  o f  the  s u p p lie s  
o r s e r v ic e s  c a l le d  fo r  in  the  in v i t a t io n  to  b i d ;

(2 )  s t a f f e d  by the  b id d e r o r a t  le a s t  one em ploy­
ee o f  the b id d e r who i s  a r e s id e n t  o f  the  s t a t e ;

(3)  equipped and s t a f f e d  to  o f f e r  any m a in te ­
n a n ce , w a r ra n ty , o r r e p a i r  s e r v ic e s  c a l le d  fo r  in  the 
in v i t a t io n  to  b i d ;  and

(4)  c o n t in u o u s ly  used in  the s t a t e  a t  a s in g le  
lo c a t io n  f o r  a p e r io d  o f  s i x  months im m e d ia te ly  p re ce d in g  
the date  o f  th e  in v i t a t io n  to  b id .
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P a g e  #3

The amendments s e t  out above a re  d es ig ned  to  e l im in a te  
f irm s  th a t  c a r r y  on l im it e d  b u s in e s s  e n t e r p r is e s  e x c lu s iv e ly  fo r  
the  purpose o f  ta k in g  advantage o f  the A la s k a  b id d e r 's  p r e f e r ­
en ce . The re q u ire m e n t to  p ro v id e  in - s t a t e  w a rra n ty  and r e p a ir  
s e r v ic e s  w i l l  e f f e c t i v e l y  e l im in a te  ag en ts r r  jo b b e rs  who d e s ir e  
to  b ro k e r  s a le s  o f  s u p p lie s  to  th e  s t a t e ,  We cannot g u a ran tee  
th a t  t h i s  amendment p re s e rv e s  th e  p re fe re n c e  o f  a l l  bona f id e  
v e n d o rs . The en fo rcem ent o f  A la s k a  b id d e r s ta tu s  would be com­
p le te  i f  the  c h ie f  p rocurem ent o f f i c e r  w ere ta sk e d  w ith  th e  
r e s p o n s ib i l i t y  o f  g ra n t in g  a p re fe re n c e  c e r t i f i c a t e  s im i la r  to  
th e  p ro ced u re  used in  New M ex ico . Under th o se  c ir c u m s ta n c e s , a 
c a s e -b y -c a se  d e te rm in a t io n  co u ld  be made b e fo re  b id s  a re  s o l i c i t ­
ed . However, we re c o g n iz e  th a t  th e  assum ption  o f  t h i s  fu n c t io n  
w i l l  r e q u ir e  in c re a s e d  a p p ro p r ia t io n s  to  th e  Departm ent o f  Admin­
i s t r a t i o n  and f o r  th a t  reaso n  do n o t recommend th e  ad o p tio n  o f  
such  a p r o v is io n  in  th e  s t a t e  p rocurem ent code.

We would a ls o  l i k e  to  comment on the  amendment proposed 
by S e n a to r F a ik s  re g a rd in g  the  s t a tu s  o f  th e  A la s k a  R a ilro a d  
C o rp o ra t io n  under th e  p rocurem ent code. The amendment would g iv e  
th e  s ta te -o w n e d  r a i l r o a d  th e  same s ta tu s  en jo yed  by the l e g i s l a ­
t u r e .  F o r a se p a ra te  b ran ch  o f  governm ent c re a te d  in  the s t a t e  
c o n s t i t u t io n ,  th e  p rocurem ent code re c o g n iz e s  th a t  the s e p a ra t io n  
o f powers d o c t r in e  im p lie d  in  th e  c o n s t i t u t io n  r e q u ir e s  a c e r t a in  
amount o f  freedom  to  t a i l o r  p rocurem ent p ro ced u res  to  the m is s io n  
o f  each  b ran ch  o f governm ent. However, th e  r a i l r o a d  i s  a c r e a ­
tu re  o f  s t a t u t e .

The Model P rocurem ent Code proposed by th e  A m erican  Bar 
A s s o c ia t io n  u rg es th e  id e a l  o f  a l l  s t a t e  a g e n c ie s  fo llo w in g  u n i ­
form  p ro ce d u re s  under a s in g le  p rocurem ent code. However, th e  
s t a t e  p rocurem ent code o r ig i n a l l y  en acted  d e v ia te d  from  th e  id e a l  
in  an e f f o r t  to  accommodate v a r io u s  in t e r e s t s  both in s id e  and 
o u ts id e  s t a t e  governm ent. Under e x is t in g  la w , th e  r a i l r o a d  i s  
a llo w e d  to  in d e p e n d e n tly  adopt p rocurem ent r e g u la t io n s ;  but those  
r e g u la t io n s  must be " s u b s t a n t ia l l y  s im i la r "  to  th e  s t a t e  p ro c u re ­
ment co d e , AS 3 6 . 3 0 . 0 1 5 ( e ) .  I f  th e  r a i l r o a d  i s  a llo w e d  to  
a t t a in  a new s t a t u s ,  we can g u a ran tee  th a t  o th e r p u b l ic  c o rp o ra ­
t io n s  w i l l  want to  fo l lo w  s u i t .  I t  i s  f e r v e n t ly  hoped th a t  th e  
g o a l o f  u n ifo rm ity  can someday be a c h ie v e d . I f  we had our way,  
the A la s k a  R a ilro a d  C o rp o ra t io n  and the A la s k a  S ta te  B u ild in g  
A u th o r it y  would be t r e a te d  as any o th e r e x e c u t iv e  b ranch  agency 
under th e  code.

Th e re  a re  two a d d it io n a l  amendments to  SB 170 th a t  th e  
a d m in is t r a t io n  fa v o r s .

The f i r s t  amendment in v o lv e s  add ing  an exem ption from  
co m p e tit io n  f o r  c o n t ra c t s  fo r  h e a r in g  o f f i c e r s .  We a re  le a rn in g
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th a t  the  p rocurem ent p ro ce ss  tends to  s lo w  down the  a d m in is t r a ­
t io n  o f  j u s t i c e  th rough  a d m in is t r a t iv e  a g e n c ie s . O f t e n ,  i t  i s  
d e s ir a b le  to  o b ta in  the s e r v ic e s  o f  a p a r t i c u la r  h e a r in g  o f f i c e r  
who i s  e x p e r ie n c e d  in  r e s o lv in g  s p e c ia l iz e d  d is p u te s , such  ns 
e n v iro n m e n ta l law  o r la b o r  d is p u te s . I f  an exem ption i s  e n a c te d , 
we in te n d  to  s o l i c i t  q u a l i f ie d  p e rso n s to  e x p re ss  an in t e r e s t  in  
s e rv in g  as h e a r in g  o f f i c e r s .  A f t e r  a l i s t  o f  in t e r e s t e d  p e rso n s 
i s  d eve lo p ed , appo intm ents w i l l  be made from  th e  l i s t  on a r o t a t ­
in g  b a s i s .  Set  out below  i s  a su g g ested  amendment to  p ro v id e  th e  
exem ption we p ro p o se :

Page 10 , l in e  15 :

D e le te  th e  word " o r "

Page 10 , l in e  18:

A f t e r  " g ra n t s "  in s e r t

" ;  o r

(26)  c o n t ra c t s  fo r  h e a r in g  o f f i c e r s "

The second amendment i s  in te n d e d  to  c o r r e c t  a d r a f t in g  
e r r o r  c u r r e n t ly  p re s e n t in  th e  b i l l .  S e c t io n  19 adds a d e f in i ­
t io n  o f  " s t a t e  m oney." However, th e  d e f in i t io n ,  i f  en acted  in  
i t s  c u r re n t  fo rm , w i l l  e xc lu d e  c o n t r a c t s  o f  an agency from  c o v e r­
age under the p rocurem ent code i f  th e  agency o p e ra te s  e x c lu s iv e ly  
w ith  n o n a p p ro p ria te d  money. Fo r exam p le , th e  A la s k a  S t a t e  B u i ld ­
in g  A u th o r it y  i s  co ve red  by the  code but does no t r e c e iv e  s t a t e  
g e n e ra l fund a p p r o p r ia t io n s , no r a re  f e d e r a l  funds a p p ro p r ia te d  
f o r  i t s  u s e .  We recommend th e  com m ittee d e le te  the  m a t e r ia l  s e t  
out between l in e s  15 and 19 o f  page 11 and adopt th e  amendments 
s e t  out be lo w . So th a t  you w i l l  u n d e rs ta n d  th e  e f f e c t  o f  the 
changes we p ro p o se , we have s e t  out th e  amendments h e re  showing 
th e  in s e r t io n s  and d e le t io n s  to  th e  o r ig in a l  t e x t  n e c e s s a ry  to  
c o r r e c t  our o v e r s ig h t :

(17)  " s t a t e  money" means any money a p p ro p r ia te d  to  
an agency o r sp en t by an agency [UNDER AN APPROPRIATION], 
i r r e s p e c t iv e  o f  i t s  s o u rc e s , in c lu d in g  fe d e r a l  a s s is t a n c e  
e x ce p t as o th e rw ise  s p e c i f ie d  in  AS 3 6 , 3 0 , 8 9 0  but does n o t 
in c lu d e  money h e ld  in  t r u s t  by an agency fo r  a p e rs o n .

Thank you fo r  th e  o p p o rtu n ity  to  comment on th e  amend­
ments proposed by o th e r  a g e n c ie s  and to  p ropose a d d it io n a l  amend­
m ents. I f  you have f u r t h e r  q u e s t io n s , A s s is t a n t  A tto rn e y  G e n e ra l



The H onorab le  P a t P o u rch o t 
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M a > c h  16, 1 9 8 9

P a g e  //5
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I n t r o d u c e d :  1 / 9 / 8 9

R e f e r r e d :  L a b o r  a n d  C o m m e r c e
6 - 0 2 0 0 A

tw  S m  L - . * C s

1 IN THE SENATE BY FAIKS AND COGHILL

2 SENATE BILL NO. 58

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

4 SIXTEENTH LEGISLATURE - FIRST SESSION

5 A  BILL

6 For an Act entitled: "An Act relating to the definition of 'Alaska bidder'

7 for purposes of the Alaska bidder preference in the

8 awarding of state contracts."

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

10 * Section 1. AS 36.30.170(b) is amended to read:

11 (b) The procurement officer shall award a contract based on

12 solicited bids to the lowest responsive and responsible bidder after

13 an Alaska bidder preference of five percent and an Alaska products

14 preference as described in AS 36.30.322 - 36.30.338 have been applied.

15 In this subsection, "Alaska bidder" means a person who

16 (1) holds a current Alaska business license;

17 (2) submits a bid for goods, services, or construction

18 under the n<i;.:s as appearing on the person's current Alaska business

19 license;

20 (3) has maintained a place of business within the state

21 staffed by the bidder or an employee of the bidder for a period of six

22 months immediately preceding the date of the bid;

23 (4) is incorporated [OR QUALIFIED TO DO BUSINESS] under the

24 laws of the state, is a sole proprietorship [,] and the proprietor is

25 a resident of the state^ or is a partnership [,] and at leasp ^ 5 o \

26 percent of the [ALL] partners are residents of the state; and —

27 (5) if a joint venture, is composed entirely of ventures

28 that qualify under (1 ) - (4) of this subsection. S  J

29 (c) If a bidder qualifies under (b) of this section as aiy&laska

* 3  'Z tabS B 0 Q 5 8 a  -1- / S B  5 8  A



1 bidder, is offering services through an employment program as defined

2 under AS 36.30.100(c), and is the lowest responsible and responsive

3 bidder with a bid that is not more than 10 percent higher than the

4 lowest bid of a nonresident, the procurement officer shall award the

5 contract to that bidder.

6 (d) The procurement officer shall award an insurance-related

7 contract based on solicited bids to the lowest responsive and respon-

8 sible bidder after an Alaska bidder preference of five percent. In

9 this subsection, "Alaska bidder" means a person who meets the criteria

10 set out in (b)(1) - (5) of this section and who is an Alaska domestic

11 insurer.

S B  58 -2- S B 0 0 5 8 a
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s t a t e  procurem ent

SB 170

and recommended:
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OTHER RECOMMENDATIONS
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1 7 0 P O O P . T X T

S B  1 7 0  R E L A T I N G  T O  S T A T E  P R O C U R E M E N T

TO T E S T IF Y

BOB L IN K , DEPT. ADMINISTRATION 

LOREN RASMUSSON, D . O .T .

FRANK TURPIN , ALASKA RAILROAD CORP. ^  Lm ' < ; W o o d  

BRIAN ROGERS, UN IVERSITY 

JIM  BALDWIN, A . G . ' S  O FFICE

RESA JE R R E L L , ASSOCIATED GENERAL CONTRACTORS 

OTHERS (SEE  WITNESS L I S T )

F . Y . I .

AMENDMENTS FROM RAILROAD AND U N IVERSITY ARE TABBED IN  YOUR 
PACKET (JU ST  NUMBERED IN  MEMBERS' PA C K ETS ). FA IK S  HAS REVIEWED 
WITH J IM  BALDWIN; COPIES HAVE ALSO BEEN PROVIDED TO DEPT. 
ADMINISTRATION. ACCORDING TO F A IK S ' S T A FF , SHE DOESN'T SUPPORT 
EXEMPTING THE RAILROAD ALTOGETHER BUT WOULD SUPPORT EASING UP — 
BALDWIN IS  PREPARING AMENDMENTS.

DEPT. ADMINISTRATION PUT THE B IL L  TOGETHER WITH INPUT FROM A LL 
STATE AGEN CIES. PROPOSALS THAT WERE TOO CONTROVERSIAL WERE NOT 
INCLUDED.

SB 170 MAKES A SER IES  OF UNRELATED CHANGES TO THE CODE. READ MY 
NOTES WRITTEN ON THE B IL L  IT S E L F , AND THE GOVERNOR'S TRANSMITTAr 
LET T ER .

ORIGINAL PROCUREMENT B IL L  DEVELOPED BY SENATE SELECT COMMITTEE ON 
PROCUREMENT (AFTER THE SH EFFIELD  IMPEACHMENT T R I A L ) . FA IKS  
CHAIRED. HEARINGS WERE HELD AROUND THE STATE. MUCH OF OUR CODE 
IS  BASED ON ARIZONA'S MODEL CODE.

F A IK S ' GOAL WAS TO HANDLE THINGS IN  A STANDARDIZED WAY WITH 
SOME EXCEPTIO NS, BUT TO MAKE SURE THE EXCEPTIONS WERE HARD TO GET 
AND WERE WELL DOCUMENTED.

E F F E C T IV E  DATE ON B IL L  WAS JU LY 1 , 1987.  LEGISLATURE 
EXTENDED TO JANUARY 1 , 1988.

CODE A P P LIES  TO A LL STATE AGENCIES. D . O .A .  ADMINISTERS FOR 
A LL  EXCEPT THE LEG ISLATU RE, COURTS, A . S . B . A . ,  U N IV ER SITY , AND 
RAILROAD.
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3 / 1 7 / 8 9

S B  1 7 0  S T A T E  P R O C U R E M E N T  C O D E

TO T E S T IF Y

BOB L IN K , DEPT. ADMINISTRATION

V IR G IN IA  RAGEL, DEPT. LAW (BALDWIN IS  OUT OF TOWN) 

SUZANNE TRYCK, U N IVERSITY  (BRIAN ROGERS IS  NOT IN  TOWN)

F . Y . I .

PACKET CONTAINS MEMO FROM OUR LEGAL D IV IS IO N  NOTING QUESTIONABLE 
CONSTITUTIONALITY OF THE ALASKA B ID D ER 'S  PREFERENCE.

THESE AMENDMENTS WERE DROPPED BY THE U N IVERSITY  AFTER DISCUSSION 
AT OUR LAST MEETING:

EXEMPTION FROM THE CODE FOR CONFERENCE REGISTRATION FEES 
PROOF OF APPLICATION FOR BUSINESS L IC EN SE RATHER THAN 

ACTUALLY HAVING LICEN SE IT S E L F  
PEN ALTIES —  INTENTIONALLY KNOWING

ONE OTHER AMENDMENT YOU SHOULD AT LEAST BRING UP:
F A IK S ' SB 58 W ILL BE UP IN  L&C MONDAY —  DEALS WITH MAKE-UP 

OF PARTNERSHIP FOR PURPOSES OF ALASKA BIDDER PREFERENCE. IN  
SECTION 8 OF SB 170 (PAGE 4 , L IN ES 26-27)  TE  REQUIRE THAT AT 
LEAST ONE OF THE GENERAL PARTNERS BE AN ALASKAN RES ID EN T ; L&C 
C . S .  FOR F A IK S ' B IL L  DOESN'T REQUIRE GENERAL. DEPT. ADMIN. SAYS 
T H E Y 'LL  ACCEPT I T  E ITH ER  WAY —  PREFER "GENERAL PARTNERS" BECAUSE 
TH EY'RE "MANAGEMENT". L&C IS  GOING WITHOUT GENERAL BECAUSE OF A 
COMPLAINT F IL E D  WITH THE OMBUDSMAN THAT THEY F E E L  MIGHT TURN INTO 
A COURT CHALLENGE. UNDER CURRENT STATUTE, A LL  PARTNERS MUST BE 
ALASKAN RESID EN TS.

MEMO IN  PACKET FROM JIM  BALDWIN, A . G .  ARGUES AGAINST PROVISION IN 
OUR C . S .  WHICH GRANTS RAILROAD LA TITU D E. AFRAID RAILROAD W ILL 
SET PRECEDENT FOR OTHER PUBLIC CORPORATIONS TO SEEK LA TITU D E.
" I T  IS  FERVENTLY HOFED THAT THE GOAL OF UNIFORMITY CAN SOMEDAY BE 
A C H IEV ED ."
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SB 170,  RELATING TO STATE PROCUREMENT

Sec 1 E v id e n c e  o f  A la s k a  b u s in e s s  l i c e n s e  to  b id

Sec 2 C o n f id e n t ia l i t y  o f  e s t im a te d  c o s t  o f  c o n s t r u c t io n  
c o n t r a c t

Sec 3 T e c h n ic a l :  change r e fe re n c e  from  b id d e r  to  
s u b c o n t ra c to r

Sec •• Amount o f  b id  s e c u r i t y

Sec s. Q u a l i f i c a t io n  o f  p a r t n e r s h ip  a s  A la s k a  b id d e r

Sec C-7 E v id e n c e  o f  A la s k a  b u s in e s s  l i c e n s e

Sec 8-9 C a lc u la t io n  o f  A la s k a  b id d e r  p re fe re n c e

Sec 10 A llo w  m u lt i- s t e p  s e a le d  p ro p o s a ls

Sec 11-12 D e le g a t io n  o f  a u t h o r i t y  to  ap p rove  s o le  so u rc e  c o n t r a c t  
f o r  ite m s  un d er $5000

Sec 13 D e te rm in a t io n  o f  n o n r e s p o n s ib i l i t y

S e c 14 W r it t e n  s ta te m e n t o f  d e te rm in a t io n  to  award c o n t r a c t  to  
n o n re s id e n t  n o t re q u ir e d  f o r  s e a le d  c o m p e t it iv e  b id s

Sec 15 L im it e d  u se  o f  c o s t - p lu s - a - p e r c e n t a g e - o f - c o s t  c o n t r a c t

Sec 16 S t a y  o f  aw ard i f  p r o t e s t  f i l e d

Sec 17 A d d it io n a l  e x c e p t io n s  to  p ro cu rem en t code

S ec 18 A l t e r n a t e  p ro cu rem en t m ethods f o r  s p e c i f i c  ite m s

S e c 19 R e v is e d  d e f i n i t i o n  o f  s t a t e  money

S e c 20 C o n fo rm in g  r e p e a le r s ,  p lu s  r e p e a l re q u ire m e n t t h a t  l i s t  
o f  i n - s t a t e  and o u t - o f - s t a t e  p ro cu re m e n ts  be m a in ta in e d

. .̂-\c r a  m « i c «c  v"v c u  .V.rJf v\u7 s a f e  i C  
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I n t r o d u c e d :  2 / 1 3 / 8 9  g c 0 0 5 0 9 s
R e f e r r e d :  S t a t e  A f f a i r s  a n d

F i n a n c e

lOtWi nc f c s .

BY THE RULES COMMITTEE BY 
I IN THE SENATE REQUEST OF THE GOVERNOR

2 SENATE BILL NO. 170

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

4 SIXTEENTH LEGISLATURE - FIRST SESSION

5 A BILL

6 For an Act entitled: "An Act relating to state procurement."

7 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
Cô Pf TlTllie- dm

8 * SectionJL. AS 36.30.110(b) is amended to read:i__i. AS J6 . j u . 1 lu(b j is amended to read:
- i - f  +W .  ' a ' id d x s  i s  bu4 iMes^ u ^  4 ' 2 j - ' 1 0

I I«\i . h The bidder ”>ust have a valid Alaska business llcensei/at the
I J j f t W  . U v J t U V O  ( y  rY ^Je . fi. p  pt.'r a  - R f r r V i p * -  OuO Afc- jV U ^ d

W - C aM";  COAlO time designated, in the invitation to bid, for bid opening. The [WHEN license.

r v ^ 11 vials RESPONDING TO THE INVITATION TO BID, THE] bidder shall supply evidence

a t f p u g ix u r n  -tot 0 f tjie bidder's valid Alaska business license/lin accordance with reeu-
(Vum/um. 4.5 ' ---------------------------- B—
\ , c ■ 1 3  l a t i o n s  a d o p t e d  b y  t h e  c o m m i s s i o n e r . A  b i d d e r  f o r  a  c o n s t r u c t i o n

14 contract shall also submit evidence of the bidder's registration under

15 AS O s . 13.

16 * Sec. 2. AS 36.30.110 is amended by adding a new subsection to read:

Not (Lu.rvovt'-M acteijvtssect , .
it ' r  (c) If the commissioner of transportation and public facilitiesw\Code.-uO( c<mcflA*uxyif
\makes a written finding that it is in the state's best interest, the

iV̂ fo . UY\dLflA-fÔ <
C\ ivt. feVvl estimated cost of a construction contract is confidential information

Op" ovor cHax»l \oiddpfl>
. l : J?a i*/i/i/it»an(4 mflv not be released to the public before bid opening.pjjutrt b i ^ f i ; - and ”ay

21 * Sec. 3. AS 36.30.115(b) is amended to read:

22 (b) A bidder may replace a listed subcontractor if the subcon-

23 tractor

24 (1) fails to comply with AS 08.18;

25 (2) files for bankruptcy or becomes insolvent;

26 (3) fails to execute a contract with the bidder involving

27 performance of the work for which the subcontractor was listed and the

28 bidder acted in good faith;

29 (4) fails to obtain bonding;

S B 0 1 7 0 a -1- S B  170



1 (5) fails to obtain insurance acceptable to the state;

2 (6 ) fails to perform the contract with the bidder involving

3 work for which the subcontractor was listed;

4 (7) must be substituted in order for the prime contractor

5 to satisfy required state and federal affirmative action requirements;

6 (8 ) refuses to agree or abide with the bidder's labor

7 agreement; or

8 (9) is determined by the procurement officer not to be a
dUjA^ca.-Hcvw oaW

9 -"responsible subcontractor [BIDDER].

10 * Sec. 4. AS 36.30.120(b) is amended to read:

11 (b) Bid security must be a bond provided by a surety company

12 authorized to do business in the state or otherwise supplied in a form

13 satisfactory to the commissioner. Bid security must be in an amount

14 equal to at least five percent of the amount of the bid
b e e e a c k  bi cWe/- .s bi'd
OJKboA\'io& e-% <*■' [(1) 10 PERCENT OF THE AMOUNT OF THE BID IF THE BID DOES NOT

btwA1-. twev'e
EXCEED $100,000; OR 

iiiSme. P'TH'eci—  .
(2 ) 10 percent of the first $ 1 0 0 , 0 0 0 and five percent of

-4l>
18 THE AMOUNT OF THE BID OVER $100,000 IF THE BID EXCEEDS $100,000 UP TO

19 A MAXIMUM OF $200,000 IN SECURITY].

20 * Sec. 5. AS 36.30.170(b) is amended to read:

21 The procurement officer shall award a contract based on solicited

22 bids to the lowest responsive and responsible bidder after an Alaska

23 bidder preference of five percent and an Alaska products preference as

24 described in AS 36.30.322 -- 36.30.338 have been applied. In this

25 subsection, "Alaska bidder" means a person who

2b (1) holds a current Alaska business license;

27 (2) submits a bid for goods, services, or construction

28 under the name as appearing on the person's current Alaska business

29 license;

S B  170 -2- S B 0 1 7 0 &



/

r  n .  ..

~f 6u.'v£«'vHcj C/rrp<*a.Kcrvns cm?' n5tOV€ fl^44u~A^ah•:v\ ^
/  \* dU> *OvS iV\j£x?o ivi 'Hu S+Tj.'te. <4.  cjxi H'c. bidi^'S p \ S _ ^ - X ^ - ^  Co =7

C*vu/e> .̂ieJL ,̂ cULfl j^a jctw i^d ,Y\ o. (JoA jy'^ fi&bu ^ ;nruxo+ b<
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1 (3) has maintained a place of business within the state

2 staffed by the the bidder or an employee of the bidder for a period of

3 six months immediately preceding the date of the bid;\
4 ■ (4) is incorporated or qualified to do business under the

5 laws of the sta.te, or is a sole p r o p r i e t o r s h i p ^ ]  and the proprietor

6 is a resident of the statex  or is a partnership[,] and one or more of

7 the general [ALL] partners is a resident [ARE RESIDENTS] of the state;

8 (5) if a joint venture, is composed entirely of ventures

9 that qualify under (1) -- (4) of this subsection.
5fiT>tfiX3 PCoPoSAii

10 * Sec. 6 . AS 36.30.210(a) is amended to read:

11 (a) A request fcr competitive sealed proposals must contain the

12 date, timex and place for delivering proposals, a specific description

13 of the supplies, construction, services, or professional services to

14 be provided under the contract, and the terms under which the sup-

15 plies, construction, services, or professional services are to be

16 provided. The request shall require the offeror [TO f.UBMIT EVIDENCE

5 f £  ^ ^ 1 7  OF THE OFFEROR'S VALID ALASKA BUSINESS LICENSE AND], no later than

18 five working days after identifying; which proposal is most advanta-

19 geous to the state, to list subcontractors the offeror proposes to use

20 in the performance of the contract. The list shall include the name

21 and location of the place of business for each subcontractor, the work

22 to be subcontracted to each subcontractor, and evidence of the subcon-

23 t r a c t o r’s valid Alaska business license. An offeror for a construc-

24 tion contract shall also submit evidence of the offeror's registration

25 under AS 08.18 and evidence of registration for each listed subcon-

26 tractor.

27 * Sec. 7. AS 36.30.210 is amended by adding a new subsection to

28 read:

(e) The offeror must have a valid Alaska business license at the

LUvV̂ \ Cow'-pntiVrC VCclCjvcA
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1 time designated, in the request for proposals, for opening of the pro-

2 posals. The offeror shall supply evidence of the offeror's valid

3 Alaska business license in accordance with regulations adopted by the

A commissioner.

5 * Sec. 8 . AS 36.30.250(b) is amended to read:

6 (b) In determining whether a proposal is advantageous to the

7 state, the procurement officer shall take into account, in accordance

8 with regulations of the commissioner, whether the offeror [QUALIFIES

9 AS AN ALASKA BIDDER UNDER AS 36.30.170(b) OR] is offering the services

10 of an employment program as defined in AS 36.30.100(c).
CJv-nrcn-TVfc SCPWD PKOPOSfr^

11 * Sec. 9. AS 36.30.250 is amended by adding new subsections to read:

12 . (c) For the purpose of evaluating cost factors, the proposed

13 ^ costs of an offeror who qualifies as an Alaska bidder under AS 36.30.-

1A 170(b) shall be reduced by five percent.

15 , . (d) An evaluation factor must be included which takes into
iA CCASuVtyux euNMva.o>

e?,pecia.ll'-|jl6pvice. >S consideration whether an offeror qualifies as an Alaska bidder under
<2Si/NvaAA P0-*-+- of"

36.30.170(b). At least 10 percent of the value of the rating

18 system, or weighting value, used must be assigned to the Alaska bidder

19 evaluation factor.

20 * Sec. 10. AS 36.30 is amended by adding a new section to read:

21 Sec. 36.30.265. MULTI-STEP SEALED PROPOSALS. When it is con-
ftS3b.30.

a a  Aiui H sidered impractical to initially prepare a definitive description of

tv*.
Didili'.'iA, the procurement to support an award based on sted selection crite-

p^vrxLvAVa u  i ocT*—  . . ,
mlrVfcw +e r i a’ c" e P rocuremenC officer may issue an expression of interest
A I'AwiveVL'h CLpprtiQCivlO
U  a requesting the submission of unpriced technical offers, to be followed

J 26 by a request for proposals limited to the offerors whose offers are

27 determined to be technically qualified under the criteria set out in

28 the expression of interest.

29 * Sec. 11. AS 36.30.300(a) is amended to read:
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(a) A contract may be awarded for supplies, services, p rofes­

sional services, or construction without competitive sealed bidding, 

competitive sealed proposals, or other competition in accordance with 

regulations adopted by the commissioner [OF ADMINISTRATION]. A c o n­

tract may be awarded under this section only when the chief procure­

ment officer or, for construction contracts or procurements for the 

state equipment fleet, the commissioner of transportation and public 

facilities determines in writing that there is only one source for the 

required procurement or construction. A sole source procurement may 

not be awarded if a reasonable alternative source exists. The written 

determination must include findings of fact that support by clear and 

convincing evidence the determination that only one source exists.

Except for procurements of supplies, services, or construction that do

not exceed the amount for small procurements under AS 36.30.320(a), 

the [THE] authority to make the determination required by this subsec­

tion may not be delegated.
umrnrD orrvuPMmafJ

- Sec. 12. AS 36.30.305(a) is amended to read:

(a) A  contract for supplies, services, professional services, or 

a construction contract under $ 1 0 0 ,0 0 0 , may be awarded without compe­

titive sealed bidding or competitive sealed proposals, in accordance 

with regulations adopted by the commissioner [OF ADMINISTRATION]. A 

contract may be awarded under this section only when the commissioner 

[OF ADMINISTRATION], or, for construction contracts under $100,000 or 

procurements for the state equipment fleet, the commissioner of tr a n s­

portation and public facilities, determines in writing that a si t u a­

tion exists that makes competitive sealed bidding or competitive 

sealed proposals impractical or contrary to the public interest. 

Procurements under this section shall be made with competition that is

practicable under the circumstance. Except for procurements of

S B 0 1 7 0 a -5- S B  170



1 supplies, services, or construction that do not exceed the amount for

2 small procurements under AS 36.30.320(a), the [THE] authority to make

3 a determination required by this section may not be delegatf*’.

4 * Sec. 13. AS 36.30.360(a) is amended to read:

^  A written determination of nonresponsibility [RESPONSIBILI-

is \.̂ o<kaJo e,. T Y i o f a bidder or offeror shall be made, by the procurement officer in

KAbie.1
CiJie- accordance with regulatior . adopted by the commissioner. The unrea-
r€SpdYlS>\'oiLify •

8 sonable failure of a bidder or offeror to promptly supply information

9 in connection with an inquiry with respect to responsibility is

10 grounds for a determination of nonresponsibility wi t h  respect to the

11 bidder or offeror.

12 * Sec. 14. AS 36.30.362 is amended to read:

13 Sec. 36.30.362. DETERMINATION TO AWARD A  CONTRACT TOxA NONRESI-
(icoSzd. 'We. bfa )

14 DENT. Except for awards made under AS 36.30.170, if TlFl the procure-
u)<\V*v i'+ttkvvviUCt- —

1 Sbe. ment officer awards a contract to a person who does not reside or

.Sealed c -yiJK'hMfi- maintain a place of business in the state and if the supplies, ser-

professional services, or construction that is the subject of

Icw/ê V-
tlie contract could have been obtained from sources in the state, the

X̂uc-C of resi'cl&ACC. .
TVxaaa1̂  nd9 procurement officer shall issue a written statement explaining thejJLi'sertTievx .

20 basis of the award. The statement required under this section shall

21 be kept in the contract file.

22 - Sec. 15. AS 36.30.370 is amended to read:

23 Sec. 36.30.370. TYPES OF CONTRACTS. Subject to limitations of

24 this section, any type of contract that will promote the best inter-

25 ests of the state may be u^ed, except that the use of a cost-plus-a-

26 percentage-of-cost contract m a y only be used when permitted by reRU-

2 7 la t ions adopted by the commissioner, or, for construction contracts,

28 / the commissioner of transportation and public facilities [IS PRO-

29 V H I B I T E D ] . A cost - reimbursement contract may be used only when a

SB adJLitVw* fo <*• '6 * SB0170a

,\£t ivM
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Cuj,v'ev\.tUj t i-f a. \oi(k ojuja_><̂  pn&S-vtd ; tW  L e g ^ c _- . .  ^
-U*JLl .V3 <x u u y S H O ^  cUuU/-W\o. *V3^lGYi ✓vujji e. . S e c -  ICJ .'ta^uaAfio

■Max o-ojuaA be 5+ z ^ e i .  uv\.l e sj a  ^ - H t n  Ardbi ov\ ,'s a^oloU- .

O A c e v n e A  'HnoJ- iec. ifo o-^U m ^ b  i+ ^ £L, t o s iA a  
o :d d s L < * H  Hva. p ^ c c o ^ w W  p ^ c ^ o .

1 determination is made in writing by the procurement officer that a

2 cost-reimbursement contract is likely to be less costly to the state 

than any other type or that it is impracticable to obtain the sup­

plies, services, professional services, or construction required 

except under a cost-reimbursement contract.

* Sec. 16. AS 36.30.575 is repealed and reenacted to read:

Sec. 36.30.575. STAY OF AWARD. If a protest is filed within the

time set out in AS 36.30.565 and before an award is made, award of the

contract shall be stayed until a decision is made on the protest,

unless the chief procurement officer, the commissioner, or, for con­

struction contracts or procurements for the state equipment fleet, the 

commissioner of transportation and public facilities, makes a written 

determination that

(1 ) a reasonable probability exists that the protest will

be denied; or

(2 ) delay of award of the contract is contrary to the

state's best interests.

* Sec. 17. AS 36.30.850(b) is amended to read:

(b) This chapter applies to every expenditure of state money

[FUNDS, IRRESPECTIVE Of THEIR SOURCES, INCLUDING FEDERAL ASSISTANCE 

EXCEPT AS OTHERWISE SPECIFIED IN AS 36.30.890,] by the state, acting 

through an agency, under a contract, except that this chapter does not 

apply to

(1 ) grants;

(2 ) contracts for professional witnesses to provide for

professional services or testimony relating to existing or probable

lawsuits in which the state is or may become a party;

(3) contracts of the University of Alaska where the work is 

to be performed substantially by students enrolled in the university;
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1 (4) contracts for medical doctors and dentists;

2 (5) acquisitions or disposals of real property or interest

3 in real property, except as provided in AS 36.30.080;

4 (6 ) disposals under AS 38.05;

5 (7) contracts for the preparation of ballots under AS 15.-

6 15.030;

7 (8 ) acquisitions or disposals of property and other con-

8 tracts relating to airports under AS 02.15.070, 02.15.090, and 02.15.-

9 091;

10 (9) disposals of obsolete property under AS 19.05.060;

11 (1 0 ) disposals of obsolete material or equipment under

12 AS 35.20.060;

rtclAs -fzjT' (11) agreements with providers of services under AS 44.47.-
Afhu. CQjTZ'

250; AS 47.07; AS 47.08; AS 47.10; AS 47.17: AS 47.24; AS 47.25.195,

V and 47.25.310; 
e>ve**> )

1<> (12) contracts of the Department of Fish and Game for

17 flights that involve specialized flying and piloting skills and are

18 not point-to-point;

19 (13) purchases of income-producing assets for the state

20 treasury or a public corporation of the state^ [.]

21 (14) operation of the state boarding school established

22 under AS 14.16, if the State Board of Education or the commissioner of

23 education adopts regulations for use by the state boarding school in

24 procurement and contracting;

25 (15) a contract that is a delegation, in whole or in part,

26 of investment powers held by the commissioner of revenue under AS 14.-

27 25.180, AS 14.40.400, AS 14.42.200, 14.42.210, AS 18.56.095, AS 22.-

' 8 25.048, AS 26.05.228, AS 37.10.070, 37.10.071, AS 37.14, or AS 39.35.-

29 080;
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1 (16) a contract that is a delegation, in whole or in part,

2 of investment powers of the Board of Trustees of the Alaska Permanent

3 Fund Corporation under AS 37.13; [OR]

4 (17) the purchase of books, book binding services, news-

5 papers, periodicals, audio-visual materials, network information ser-

6 vices access, approval plans, professional memberships, archival

7 materials, objects of art, and items for museum or archival acquisi-

8 tion having cultural, historical, or archaeological significance; in

9 this paragraph

10 (A) "approval plans" means book selection services in

11 which current book titles meeting an agency's customized speci-

12 fications are prjvided to the agency subject to the right of the

13 agency to return those books that do not meet with the agency's

14 approval;

15 (B) "audio-visual materials" means nonbook prerecorded

16 materials, including records, tapes, slides, transparencies,

17 films, filmstrips, cassettes, videos, compact discs, laser discs,

18 and items that require the use of equipment to render them us-

19 able;

20 (C) "archival materials" means the noncurrent records

21 of an agency that are preserved after appraisal because of their

22 value;

23 (D) "network information services" means a group of

24 resources from which cataloging information, holdings records,

25 inter-library loans, acquisitions information, and other refer-

26 ence resources can be obtained^

( 1 8 )  c o n t r a c t s  f o r  p u r c h a s e  o f  s t a n d a r d i z e d  e x a m i n a t i o n s  f o r
tverv>\ -v-U*. .\u.n£'va.l c^a«v'-ZG-T\'2v'~_

28 licensure under AS 08;

r  ■f-li.-v'S'Aa'-' U v p w i  (19) disposals of supplies acquired through foreclosure o f

SB0170a V l \ e SB 170
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UUivev^ iVi pKrpsejr oAdxtocv^^-C -€-)0£vv̂ p̂ cvlS:

(LeY\-(e-v£v! ex. r>ê \S t^ajKovi -i-exs 
^ 4+ spaeJca^ **• exvUxh=a^v^<^

1 loans issued under AS 03.10;I .A i l-  iV \'feA £a+ ‘ i\A (20) purchases of curatorial and con-ervation services to
65Eiet\Y\ft . UviN • S -P P ^

j t v r A A i ^  m a i n t a i n ,  p r e s e n ’e ,  a n d  i n t e r p r e t  o b j e c t s  o f  a r t  a n d  i t e m 3  h a v i n g

4 cultural, historical, or archaeological significance to the state;

Q W < 2_ pu§>T&us:s£s «-t\ (2 1 ) acquisition of confidential seismic survey data ..uces-
-VUoA-'s

6 sary for pre-sale oil and gas lease analyses under AS 38.05.180;

{tA & sd r& TCw  •K.tix. (2 2 ) contracts for village public safety officers;
pr^dxd  ̂^  lexxa-C parole. ---  ------------

8 (23) expenditures to pay travel expenses of personal care

9 attendants and sign language interpreters needed to accompany develop-

10 mentally disabled members of the Governor's Council for the Handi-

11 capped and Gifted to meetings for which reimbursement of members'

12 expenses is authorized under AS 47.80.060;

13 (24) contracts for home health care and adult residential

■Ctat -few and foster care services provided under regulations adopted by the

15 Department of Health and Social Services; or

" ( W ' C f l V l (25) contracts for supplies or services for research pro-

-feiUAAlfrv'€fl<j>v'g--'jects funded by money received from the federal government or private
—Uni'? .

g r a n t s .

19 * Sec. 18. AS 36.30 is amended by adding a new section to read:

20 Sec. 36.30.855. ALTERNATE PROCUREMENT METHODS. (a) An alter-

21 nate procurement method to the methods provided by AS 36.30.100 --

22 36.30.320 may be used, in accordance with regulations adopted by the

23 commissioner,

Cm u a +U cId
I (JjUl X* (1 ) if the commissioner determines in writing that food,

~f&»N\a£5uoJ clothing, medical supplies, or supplies for use in laboratory or
v\axc). it>

bidi medical studies can be purchased otherwise to the best advantage of

I iLu) rfi ûiyC.S
or t *ie s t a C e ,

6 f>vc-
28cca^C-ci j»-crpoiajL) (2 ) it rates are fixed by law or ordinance;

iCXi tuN*JLd clQjGojo
29 a_v\ (3) t0 purchase products or services manufactured or

ocl.
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1 provided by an employment program operated by a nonprofit organization

2 to increase employment opportunities for individuals with physical or

3 mental disabilities that constitute substantial handicaps to employ-

4 m e n t ;

5 (4) to purchase products or services provided by the cor-

6 rectional industries program established under AS 33.32.

7 (b) An alternate procurement method to the methods provided by

8 AS 36.30.100 -- 36.30.320 may be used for purchases of supplies and

9 services to support operations of the division of Alaska state troop-

10 ers or the division of fish and wildlife protection if the procurement

11 officer for the Department of Public Safety makes a written determina-

12 tion that publicity of the purchases would jeopardize the safety of

13 personnel or the success of the operation.

14 * Sec. 19. AS 36.30.990 is amended by adding a new paragraph to read:

(17) "state money" means any money appropriated to an

cx\ agency or spent by an agency/under an appropriation^ irrespective of
i a c t s .  ^  /

17 its sources, including federal assistance except as otherwise spec-

18 ified in AS 36.30.890.
/novo ,v\ Sec- . ief) (pen sec. l O

19 * Sec. 20. AS 36.30.100(b)(1) -- (4), 36.30.540(4) -- ( 5 ) ,  36.30.605;
(ae* sec. i'1N) lishtif iVi-stoK.( pen sec.

20 and AS 44.47.250(c) are repealed. 5+sVe. pcocu-^Jl^v\JLvd^s
C+bo involved-')

AckUHoml O/WvewflUvUM*- p r& p o ta h -
I tVrv i-V: re^uAj'Z op£v\ oJoDve o, ooo \j$£,ooo)

p&h&l-KeS'. if >'n-k/nho-oa 11 c| e<JYTVft.ch ia <x \joo k n m u  be

r e m o v e . £ £  ( V p .  pro a ^ v ^ v x i L v d :  a o c l t .
oAcLi-ti crubL -4-Wcut- \j€*uLorc, clAjb_ (Vbcujloa. lot'ciote>3.

S B 0 1 7 0 a -11- S B  1 7 0



Bill Version: c s s b  170 ( s t a )

Publish Date: F e b ru a ry  1 3 , 1989

FISCAL NOTE

STATE OF ALASKA 
'1989 LEGISLATIVE SESSION

R E Q U E S T : ___________________________________________________________________________

Revision Date: March 2 0 , 1989_____________  Agency Affected: D epartm ent o f  A d m in is t ra t io n

Title: An A c t R e la t in g  to  S ta t e ____________  BRU: C e n e ra l S e r v ic e s ___________________________________________

Pro cu rem ent __________________________________________________________________________________________________________________________

Sponsor: R u le s  Components :  P u rc h a s in g _______________________________________

Requestor: S e n a te , S ta t e  A f f a i r s ____________ _____________________________________________________________________________________

EXPENDITURES/REVENUES: (Thousands of Dollars)
O P E R A T IN G FY  89 FY 90 F y  9 i FY 92 - ..... F Y  93 F Y  94

PERSONAL SERV ICES

TRAVEL

CONTRACTUAL

SU PPLIES

EQUIPMENT

LAND & STRUCTURES

GRANTS, CLAIMS

MISCELLANEOUS (PHONE)

0 0 0 0 0 0

0 0 0 0 0 0

0 0 0 0  . 0 0

0 0 0 0 0 0

0 0 0 0 0 0

0 0 0 0 0 0

0 0 0 0 0 0

0 0 0 •0 0 0

TOTAL OPERATING 0 0 0 0 0 0

CAPITAL

REVENUE'

FUNDING: (Thousands of Dollars)
CENERAL FUND 

FEDERAL FUNDS 

OTHER 

TOTAL

0 - 0 0 0 0 0

0 0 0 0 0 0

0 0 0 0 0 0

0 0 0 0 0 0

POSITIONS:
FU LL-TIM E 0 0 0 0 0 0

PART-TIM E 0 0 0 0 0 0

TEMPORARY 0 0 0 0 0 0

ANALYSIS: (Attach a separate page if necessary)

Im p lem en ta tio n  c o s t s  w i l l  be m in im a l. E f f i c i e n c ie s  g a in e d  w i l l  be r e f le c t e d  in  im proved 

s e r v ic e  d e l i v e r y .

Prepared By: R o b e rt J .  L in k ,  D ir e c to r  ______________________ Phone: 465-2250

Division: G en era l S e r v ic e s  & S u p p ly______________________________  Date:___________

Approved by Commissioner: John M. A n d r e w s Date:
Agency: Department of Administration

Distribution (by preparer):
Legislative Finance 
Legislative Sponsor 
Requestor
Office of Management and Budget
Impacted Agency(ies) Page 1 of 1

R e v :  12/88 4/11K2/122901 -8/142



S T A T E  O F  A L A S K A  BILL VERSION: S B  1 7 0  ( h )

1 9 8 9  L E G I S L A T I V E  S E S S I O N  PUBLISH DATE: 2 / 1 3 / 8 9

R E Q U E S T :  F I S C A L  N O T E

Revision Date:,, 12/27/88 Agency Affected: DOT&PF
Title: An Act Relating to Slate Procurement 
Sponsor: ^  Rul e s
Requestor: Governor

BRU: Design & Construction. Maintenance 
&_QG£ratlpns;.Stals.EquipmenLFIe£i 

Components;_______________________

OPERATING FY 88 FY 89 FY 90 FY 91 FY 92 FY 93
PERSONAL SERVICES 0 0 0 0 0 0
TRAVEL 0 0 0 0 0 0
CONTRACTURAL 0 ■ 0 0 0 0 0
SUPPLIES 0 0 0 0 0 0
EQUIPMENT 0 0 0 0 0 L  0LAND & 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
 ̂.

FEVHTUE 0 0 0 0 0 0
FUNDING: (thousands of dollars)
GENEFLALFUND 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 0 •
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 If necessary)
Although the fiscal note and Impact of this bill is shown as zero there will be some positive 
effects. The cost savings will be In the form of Increased efflciences In the procurement 

process.
.’repared by:_Loren Rasmussen 
Division: Engineering & Qperatlcffls: Standards 
Approved by Commissioner: M ' k  a .
Agency;_______ f b ^ d -  u >F ^  ' {_)

Phone: 465-2960 
Date:! 2/28/88
Date: / x j z o f x x

Distribution (by preparer): 
Legislative Finance 
Legislative Sponsor 
Requestor
Office of Management and Budget 
Impacted Agency(les) p a g e  1 o f 1



S e n .  P o u r c h o t

M a r c h  17, 1 9 8 9

PROPOSED AMENDMENTS CS SB 170 PROCUREMENT CODE

AMENDMENT #1
(R eq uested  by U n iv e r s i t y )  

page 2 , l i n e  28 and page 5 , l i n e  27

I f  th e  b id d e r  i s  r e q u ire d  to  have  an A la s k a  b u s in e s s  l i c e n s e  

under AS 4 3 . 7 0 ,  th e  b id d e r  m ust have a v a l i d  A la s k a  b u s in e s s  

l i c e n s e  a t  th e  t im e  d e s ig n a te d , in  th e  i n v i t a t i o n  to  b id ,  f o r  b id

NOTE: AS 43 , , 70 .110 d e f in e s  " b u s in e s s "  f o r  th e  p u rp o ses o f
th e  A la s k a  b u s in e s s  l i c e n s e .  Th o se  n o t re q u ire d  to  have  a 
l i c e n s e  in c lu d e : f i s h e r i e s  b u s in e s s e s , f is h e rm e n , l iq u o r
l i c e n s e s ,  in s u ra n c e  b u s in e s s e s , m in in g , and c o in -o p e ra te d  
amusement and gaming m ach in e s .

The p ro cu rem en t co d e , by n o t r e fe r e n c in g  t h i s  d e f in i t i o n ,  
r e q u ir e s  t h a t  a l l  b u s in e s s e s  t h a t  b id  on s t a t e  c o n t r a c t s  
have  an A la s k a  b u s in e s s  l i c e n s e .

opening



Page 4 , l i n e s  21-23

(3 ) h as  m a in ta in e d  a s u b s t a n t ia l  bona f id e  p la c e  o f  b u s in e s s  

w it h in  th e  s t a t e  [STAFFED  BY THE BIDDER OR AN EMPLOYEE OF THE 

BIDDER FOR A PERIOD OF S IX  MONTHS IMMEDIATELY PRECEDING THE DATE 

OFTHE B I D ] ?

Add a new s u b s e c t io n  to  re a d :

(e ) In  t h i s  s e c t io n  " s u b s t a n t ia l  bona f id e  p la c e  o f  

b u s in e s s "  means a p la c e  t h a t  i s

(1 ) r e g u la r l y  used f o r  th e  s a le  o f  th e  s u p p l ie s  o r  

s e r v ic e s  c a l l e d  f o r  in  th e  i n v i t a t i o n  to  b id ;

(2 ) s t a f f e d  by th e  b id d e r  o r  a t  l e a s t  one em ployee o f 

th e  b id d e r  who i s  a r e s id e n t  o f  th e  s t a t e ;

(3 ) equ ipped  and s t a f f e d  to  o f f e r  any  m a in te n a n c a e , 

w a r ra n ty , o r  r e p a i r  s e r v ic e s  c a l l e d  f o r  in  th e  i n v i t a t i o n  to  b id ;  

and

(4 ) c o n t in u o u s ly  u sed  in  th e  s t a t e  a t  a s in g le  lo c a t io n  

f o r  a p e r io d  o f  s i x  months im m e d ia te ly  p re c e d in g  th e  d a te  o f  th e  

i n v i t a t i o n  to  b id .

NOTE: T h is  la n g u a g e , p re p a re d  b y th e  A t to rn e y  G e n e r a l 's
o f f i c e ,  i s  d e s ig n e d  to  e l im in a t e  f i r m s  t h a t  c a r r y  on l im it e d  
b u s in e s s  e n t e r p r is e s  e x c lu s i v e l y  f o r  th e  p u rp o se  o f  t a k in g  
ad van tag e  o f  th e  A la s k a  b id d e r 's  p r e fe r e n c e . I t  was d ra f te d  
a f t e r  r e v ie w  o f  some o th e r  s t a t e s '  s t a t u t e s  ( se e  a t ta c h e d  
l e t t e r  from  J im  B a l d w ' n ) .

The R a i l r o a d  had su g g e ste d  t h a t  b id d e r s  be r e q u ire d  to  have 
an in v e n to r y  o f  $ 5 0 , 0 0 0 ;  th e  AG f e e l s  t h a t  t h i s  w ould  be 
d i f f i c u l t  to  d e te rm in e  and may h ave  u n d e s ir a b le  e f f e c t s  on 
le g i t im a t e  A la s k a  b id d e r s .

A M E N D M E N T  #2

( R e q u e s t e d  b y  A l a s k a  R a i l r o a d ,  U n i v e r i t y )



A M E N D M E N T  #3

( R e q u e s t e d  b y  U n i v e r s i t y )

Page 8 , a f t e r  l i n e  1 —  add a new s e c t io n

AS 3 6 . 3 0 . 3 2 0 ( a )  i s  amended to  re a d :

(a ) A p ro cu rem ent f o r  s u p p l ie s ,  s e r v i c e s ,  o r  c o n s t r u c t io n  

t h a t  does n o t exceed  an a g g re g a te  d o l l a r  amount o f  $10 .000  

[ $ 5 , 0 0 0 ]  may be made in  a cco rd a n ce  w ith  r e g u la t io n s  adopted by 

the co m m iss io n e r f o r  s m a ll p ro cu re m e n ts .

NOTE: Open c o m p e t it iv e  b id d in g  i s  n o t r e q u ire d  f o r  s m a ll
p ro cu re m e n ts . The D epartm ent o f  A d m in is t r a t io n  i s  p re p a r in g  
f o r  p re s e n ta t io n  to  th e  com m ittee a summary o f  r e c e n t  
p ro cu rem en ts  in  th e  $5 , 00 0  t o  $10 ,0 00  ra n g e .

The U n iv e r s i t y  n o te s  t h a t  th e  f e d e r a l  governm ent u se s  a 
$25 ,000 l i m i t  and th e  s t a t e  o f  Oregon a $10 ,000  l i m i t .



A M E N D M E N T  # 4

( R e q u e s t e d  b y  U n i v e r s i t y )

page 1 2 , a f t e r  l i n e  19

(27)  c o n t r a c t s  f o r  s u p p l ie s  o r  s e r v ic e s  p u rch ased  o u ts id e  

th e  U n ite d  S t a t e s  f o r  u se  o u ts id e  th e  U n ite d  S t a t e s

NOTE: T h is  a d d re sse s  th e  G re e n lan d  and A n t a r c t ic a  re s e a rc h
camp c o n c e rn .

(R eq u ested  by D epartm ent o f  Law)

(28)  c o n t r a c t s  f o r  h e a r in g  o f f i c e r s

NOTE: The dep artm ent a s s e r t s  t h a t  th e  p ro cu rem ent p ro c e s s
s lo w s  down th e  a d m in is t r a t io n  o f  j u s t i c e  th ro u g h  
a d m in is t r a t iv e  a g e n c ie s . I f  t h i s  exem ption  i s  e n a c te d , th e  
dep artm ent in te n d s  to  d e ve lo p  a l i s t  o f  q u a l i f i e d  p e rso n s  
in t e r e s t e d  in  s e r v in g  a s  h e a r in g  o f f i c e r s .  A ppo in tm ents o f 
h e a r in g  o f f i c e r s  would be made from  t h i s  l i s t  on a r o t a t in g  
b a s i s .



A M E N D M E N T  # 5

( R e q u e s t e d  b y  U n i v e r s i t y )

page 13 , a f t e r  l i n e  16

AS 3 6 . 3 0 . 9 3 0  i s  amended by add ing  a new s u b s e c t io n  to  re a d :

(3 ) a p e rso n  who f i l e s  a p r o t e s t  to  h a l t  th e  award o f  a 

c o n t r a c t  u n d e r AS 3 6 . 3 0 . 5 6 0  w h ich  i s  d e te rm in ed  to  be f r i v o lo u s  

o r  unfounded i s  l i a b l e  f o r  a l l  c o s t s  and damages to  th e  s t a t e  and 

th e  c o n t r a c t o r  a r i s i n g  out o f  th e  p r o t e s t .

NOTE: U nder c u r r e n t  la w , i f  a b id  award i s  p ro te s te d  th e
.-.ward i s  made anyway u n le s s  t h e r e  i s  a w r i t t e n  d e te rm in a t io n  
•chat i t  s h o u ld n 't  b e . SB 170 w ou ld  s h i f t  t h i s  b u rd e n , 
r e q u ir in g  t h a t  th e  award by s ta y e d  u n le s s  th e re  i s  a w r i t t e n  
d e te rm in a t io n  t h a t  i t  sh o u ld  be awarded anyw ay. The 
U n iv e r s i t y  i s  co ncerned  t h a t  th e  new p ro ce d u re  w i l l  make i t  
to o  e a sy  f o r  a lo s in g  b id d e r  to  h o ld  up th e  p ro cu rem ent 
p ro c e s s , th u s  in ju r in g  th e  s u c c e s s f u l  b id d e r .

The d e te rm in a t io n  t h a t  a p r o t e s t  i s  f r i v o lo u s  w ould  be made 
by th e  c o u r t s .



A M E N D M E N T  # 6

( R e q u e s t e d  b y  D e p a r t m e n t  o f  L a w )

page 1 3 , l i n e  22

(17)  " s t a t e  money" means any money a p p ro p r ia te d  to  an agency 

o r  sp e n t by an agency [UNDER AN APPROPRIATION] i r r e s p e c t i v e  o f  

i t s  s o u r c e s , in c lu d in g  f e d e r a l  a s s is t a n c e  e x c e p t  a s  o th e rw is e  

s p e c i f ie d  in  AS 36 . 3 0 . 8 9 C  bi^t does n o t in c lu d e  money h e ld  in  

t r u s t  b v  an agency f o r  a p e rs o n .

NOTE: SB 170 p ro p o ses a new d e f in i t io n  o f  " s t a t e  money" to
c l a r i f y  t h a t  o n ly  e x p e n d itu re  o f  money a p p ro p r ia te d  to  an 
agency o r  sp e n t under an a p p ro p r ia t io n  i s  s u b je c t  to  th e  
p ro cu rem en t co d s . Not s u b je c t  w ould  be money su ch  as  t h a t  
o f  com panies f o r  w h ich  th e  s t a t e  a c t s  a s  th e  t r u s t e e ,  
r e c e i v e r ,  o r  c o n s e rv a to r  ( f o r  exam p le , money o f  a bank t h a t  
th e  s t a t e  h as ta k e n  p o s s e s s io n  o f  o r  a c l i e n t ' s  money h e ld  
in  t r u s t  by  th e  O f f ic e  o f  P u b l ic  A d v o c a c y ) .

H ow ever, i t  h a s  come to  th e  d e p a rtm e n t 's  a t t e n t io n  t h a t  th e  
d e f in i t i o n  in  SB 170 would e x c lu d e  c o n t r a c t s  o f  an agency 
from  th e  code i f  th e  agency o p e ra te s  e x c lu s i v e l y  w ith  
n o n a p p ro p r ia te d  money (ASBA f o r  e x a m p le ) .
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IN THE SENATE BY THE STATE AFFAIRS COMMITTEE

CS FOR SENATE BILL NO. 170 (State Affairs)

IN THE LEGISLATURE OF THE STATE OF ALASKA 

SIXTEENTH LEGISLATURE - FIRST SESSION 

A BILL

For an Act entitled: "An Act relating to state procurement."

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

* Section 1. AS 36.30.015(e) is amended to read:

(e) The board [BOARDS] of directors of the [ALASKA RAILROAD 

CORPORATION AND THE] Alaska State Building Authority shall adopt 

procedures to govern the procurement of supplies, services, profes­

sional services, and construction by the authority [CORPORATION]. The 

procedures must be substantially equivalent to the procedures p r e­

scribed in this chapter and in regulations adopted under this chapter.

* Sec. 2. AS 36.30.015 is amended by adding a new subsection to read:

(f) The board of directors of the Alaska Railroad Corporation 

shall adopt and publish procedures to govern the procurement of sup­

plies, services, professional services, and construction by the corpo­

ration. The procedures must be based on the competitive principles 

consistent with this chapter and must be adapted to the special needs 

of the corporation as determined by the board of directors.

* Sec. 3. AS 36.30.040(b) is amended to read:

(b) The commissioner shall adopt regulations pertaining to the

following:

(1 ) suspension, debarment, and reinstatement of prospective 

bidders and contractors;

(2 ) bid protests;

(3) conditions and procedures for the procurement ' p e r­

ishables and items for resale;
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1 (4) conditions and procedures for the use of source selec-

2 tion methods authorized by this chapter, including sole source pro-

3 curements, emergency procurements, and small procurements;

4 (5) the opening or rejection of bids and offers, and waiver

5 of informalities in bids and offers;

6 (6 ) confidentiality of technical data and trade secrets

7 submitted by actual or prospective bidders or offerors;

8 (7) partial, progressive, and multiple awards;

9 (8 ) storerooms and inventories, including determination of

10 appropriate stock levels and the management of agency supplies;

11 (9) transfer, sale or other disposal of supplies;

12 (1 0 ) definitions and classes of contractual services and

13 procedures for acquiring them;

14 (1 1 ) providing for conducting price analysis;
15 (1 2 ) use of payment and performance bonds in connection with

16 contracts for supplies, services, and construction;

17 (13) guidelines for use of cost principles in negotiations,

18 adjustments, and settlements;

19 (14) conditions under which an agency may use the services

20 of an employment program [AS DEFINED UNDER AS 36.30.100(c)];

21 (15) a bidder's or offeror's duties under AS 36.30.115 and

22 36.30.210; and

23 (16) the elimination and prevention of discrimination in

24 Jtate contracting because of race, religion, color, national origin,

25 sex, age, marital status, pregnancy, parenthood, handicap, or politi-

26 cal affiliation.

27 * Sec. 4. AS 36.30.110(b) is amended to read:

28 (b) The bidder must have a valid Alaska business license at the

29 time designated in the invitation to bid for bid opening. The [WHEN
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RESPONDING TO THE INVITATION TO BID. THE] bidder shall supply evidence 

of the bidder's valid Alaska business license in accordance with 

regulations adopted by the commissioner. A bidder for a construction 

contract shall also submit evidence of the bidder's registration under 

AS 08.18.

* Sec. 5. AS 36.30.110 is amended by adding a new subsection to read:

(c) If the commissioner of transportation and public facilities

makes a written finding that confidentiality is in the state's best 

interest, the estimated cost of a construction contract is confiden­

tial information and may not be released to the public before bid 

o p e ning.

* Sec. 6 . AS 36.30.115(b) is amended to read:

(b) A bidder may replace a listed subcontractor if the subcon­

tractor

(1) fails to comply with AS 08.18;

(2 ) files for bankruptcy or becomes insolvent;

(3) fails to execute a contract with the bidder involving 

performance of the work for which the subcontractor was listed and the 

bidder acted in good faith;

(4) fails to obtain bonding;

(5) fails to obtain insurance acceptable to the state;

(6 ) fails to perform the contract with the bidder involving 

work for which the subcontractor was listed;

(7) must be substituted in order for the prime contractor 

to satisfy required state and federal affirmative action requirements;

(8 ) refuses to agree or abide with the bidder's labor 

agreement; or

(9) is determined by the procurement officer not to be a 

responsible subcontractor [BIDDER].
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* Sec. 7. AS 36.30.120(b) is amended to read:

(b) Bid security must be a bond provided by a surety company 

authorized to do business in the state or otherwise supplied in a form 

satisfactory to the commissioner. Bid security mult be in an amount 

equal to at least five percent of the amount of the bid

[(1) ? D PERCENT OF THE AMOUNT OF THE BID IF TK2 BID DOES NOT 

EXCEED $100,000; OR

(2) 10 PERCENT OF THE FIRST $100,000 AND FIVE PERCENT OF

THE AMOUNT OF THE BID OVER $100,000 IF THE BID EXCEEDS $100,000 UP TO

A MAXIMUM OF $200,000 IN SECURITY].

* Sec. 8 . AS 36.30.170(b) is amended to read:

(b) The procurement officer shall award a contract based on 

solicited bids to the lowest responsive and responsible bidder after 

an Alaska bidder preference of five percent and an Alaska products 

preference as described in AS 36.30.322 - 36.30.338 have been applied. 

In this subsection, "Alaska bidder" means a person who

(1) holds a current Alaska business license;

(2 ) submits a bid for goods ser s, or construction 

under the name as appearing on the perse. . ent Alaska business

license;

(3) has maintained a place of business within the state

staffed by the bidder or an employee of the bidder for a period of six

months immediately preceding the date of the bid;

(4) is incorporated or qualified to do business under the 

laws of the state, is a sole proprietorship [,] and the proprietor is 

a resident of the state^ or is a partnership [,] and one or more of 

the general [ALL] partners is a resident [ARE RESIDENTS] of the state; 

and

(5) if a joint venture, is composed entirely of venturers 
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[VENTURES] that qualify under (1) - (4) of this subsection.

* Sec. 9. AS 36.30.170(c) is amended to read:

(c) If a bidder qualifies under (b) of this section as an Alaska 

bidder, is offering services through an employment program [AS DEFINED 

UNDER AS 36.30.100(c)], and is the lowest responsible and responsive 

bidder with a bid that is not more than 10 percent higher than the 

lowest bid of a nonresident, the procurement officer shall award the 

contract to that bidder.

* Sec. 10. AS 36.30.210(a) is amended to read:

(a) A request for competitive sealed proposals must contain the 

date, timex and place for delivering proposals, a specific description 

of the supplies, construction, services, or professional services to 

be provided under the contract, and the terms under which the sup­

plies, construction, services, or professional services are to be 

provided. The request must [SHALL] require the offeror [TO SUBMIT 

EVIDENCE OF THE OFFEROR'S VALID ALASKA BUSINESS LICENSE AND], no later 

than five working days after the [IDENTIFYING WHICH] proposal that is 

the most advantageous to the state is identified, to list subcontrac­

tors the offeror proposes to use in the performance of the contract. 

The list must [SHALL] include the name and location of the place of 

business for each subcontractor, the work to be subcontracted to each 

subcontractor, and evidence of the subcontractor'a valid Alaska busi­

ness license. An offeror for a construction contract shall also 

submit evidence of the offeror's registration under AS 08.18 and 

evidence of registration for each listed subcontractor.

* Sec. 11. AS 36.30.210 is amended by adding a new subsection to read:

(e) The offeror must have a valid Alaska business license at the 

time designated, in the request for proposals, for opening of the pro­

posals. The offeror shall supply evidence of the offeror's valid
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1 A laska business license in accordance with regulations adopted by the

2 commissioner.

3 * Sec. 12. AS 36.30.250(b) is amended to read:

4 (b) In determining whether a proposal is advantageous to the

5 state, the procurement officer shall take into account, in accordance

6 with regulations of the commissioner, whether the offeror [QUALIFIES

7 AS A N  ALASKA BIDDER UNDER AS 36.30.170(b) OR] is offering the services

8 of an employment program [AS DEFINED IN AS 36.30.100(c)].

9 * Sec. 13. AS 36.30.250 is amended by adding n ew subsections to read:

10 (c) For the purpose of evaluating cost factors, the proposed

11 costs of an offeror who qualifies as an A laska bidder under AS 36.30.-

12 170(b) shall be reduced by five percent.

13 (d) The request for proposals must include an Alaska bidder

14 evaluation factor that takes into consideration whether an offeror

15 qualifies as an Alaska bidder under AS 36.30.170(b). At least 10

16 percent of the value of the rating system or weighting value used

17 shall be assigned to the Alaska bidder evaluation factor.

18 *  Sec. 14. AS 36.30 is amended by adding a n e w  section to read:

19 Sec. 36.30.265. MULTI-STEP SEALED PROPOSALS. When it is con-

20 sidered impractical to initially prepare a definitive purchase

21 description to support an award based on listed selection criteria,

22 the procurement officer may issue an expression of interest requesting

23 the submission of unpriced technical offers, and then later issue a

24 request for proposals limited to the offerors whose offers are deter-

25 mined to be technically qualified under the criteria set out in the

26 expression of interest.

27 * Sec. 15. AS 36.30.300(a) is amended to read:

28 (a) A contract may be awarded for supplies, services, profes-

29 '"ional services, or construction without competitive sealed bidding,
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1 competitive sealed proposals, or other competition in accordance with

2 regulations adopted by the commissioner [OF ADMINISTRATION]. A con-

3 tract m a y  be awarded under this section only w h e n  the chief procure-

4 ment officer or, for construction contracts o r  procurements for the

5 state equipment fleet, the commissioner of transportation and public

6 facilities determines in writing that there is only one source for the

7 required procurement or construction. A sole source procurement may

8 not be awarded if a reasonable alternative s o u r c e  exists. The written

9 determination must include findings of fact tha t  support by clear and

10 convincing evidence the determination that o n l y  one source exists.

11 Except for procurements of supplies, services, or construction that do

12 not e x ceed the amount for s m a l l  p rocurements under AS 36.30.320(a),

the [THE] authority to make the determination required by this subsec-

14 tion m ay not be delegated.

15 * Sec. 16. AS 36.30.305(a) is amended to read:

16 (a) A contract for supplies, services, professional services, or

17 a construction contract under $100,000, may be awarded without compet-

18 itive sealed bidding or competitive sealed proposals, in accordance

19 with regulations adopted by the commissioner [OF ADMINISTRATION] . A

20 contract may be awarded under this section on l y  when the commissioner

21 [OF ADMINISTRATION], or, for construction contracts under $100,000 or

22 procurements for the state equipment fleet, the commissioner of trans-

23 portation and public facilities, determines in writing that a situa-

24 tion exists that makes competitive sealed bidding or competitive

25 sealed proposals impractical or contrary to the public interest.

26 Procurements under this section shall be made w i t h  competition that is

27 practicable under the circumstance. Except for procurements of sup-

28 plies, services, or construction that do not exceed the amount for

29 small procurements under AS 36.30.320(a), the [THE] authority to make
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Sec. 17. AS 36.30.320(a) is amended to read:

(a) A procurement for supplies, services, or construction that 

does not exceed an aggregate dollar amount of $10,00t [$5,000] may be 

made in accordance with regulations adopted by the commissioner for 

small procurements.

* Sec. 18. AS 36.30.360(a) is amended to read:

(a) A written determination of nonresponsibility [RESPONSIBIL­

ITY] of a bidder or offeror shall be made by the procurement officer 

in accordance with regulations adopted by the commissioner. The 

unreasonable failure of a bidder or offeror to promptly supply infor­

mation in connection with an inquiry with respect to responsibility is 

grounds for a determination of nonresponsibility with respect to the 

bidder or offeror.

* Sec. 19. AS 36.30.362 is amended to read:

Sec. 36.30.362. DETERMINATION TO AWARD A  CONTRACT T '1 A NONRESI­
DENT. Except for awards made under AS 36.30.170, if [IF] the procure­

ment officer awards a contract to a person who does not reside or 

maintain a place of business in the state and if the supplies, ser­

vices, professional services, or construction that is the subject of 

the contract could have been obtained from sources in the state, the 

procurement officer shall issue a written statement explaining the 

basis of the award. The statement required under this section shall 

be kept in the contract file.

* Sec. 20. AS 36.30.370 is amended to read:

Sec. 36.30.370. TYPES OF CONTRACTS. Subject to limitations of

this section, any type of contract that will promote the best inter­

ests of the state may be used, except that the use of a cost-plus-a- 

percentage-of-cost contract may only be used when permitted by

a d e t e r m i n a t i o n  r e q u i r e d  b y  t h i s  s e c t i o n  m a y  n o t  b e  d e l e g a t e d .
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1 regulations adopted by the commissioner, or, for construction con-

2 tracts, by the commissioner of transportation and public facilities

3 [IS PROHIBITED]. A  cost-reimbursement contract may be used only when

4 a determination is made in writing by the procurement officer that a

5 cost-reimbursement contract is likely to be less costly to the state

6 than any other type or that it is impracticable to obtain the sup-

7 plies, services, professional services, or construction required

8 except under a cost-reimbursement contract.

9 * Sec. 21. AS 36.30.575 is repealed and reenacted to read:

10 Sec. 36.30.575. STAY OF AWARD. If a protest is filed within the

11 time set out in AS 36.30.565 and before an award is made, award of the

12 contract shall be stayed until a decision is made on the protest,

13 unless the chief procurement officer, the commissioner, or, for con-

14 struction contracts or procurements for the state equipment fleet, the

15 commissioner of transportation and public facilities, makes a written

16 determination that

17 (1) a reasonable probability exists that the protest will

18 be denied; or

19 (2) delay of award of the contract is contrary to the

20 state's best interests.

21 * Sec. 22. AS 36.30.850(b) is amended to read:

22 (b) This chapter applies to every expenditure of state money

23 [FUNDS, IRRESPECTIVE OF THEIR SOURCES, INCLUDING FEDERAL ASSISTANCE

24 EXCEPT AS OTHERWISE SPECIFIED IN AS 36.30.890,] by the state, acting

25 through an agency, under a contract, except that this chapter does not

26 apply to

27 (1) grants;

28 (2 ) contracts for professional witnesses to provide for

29 professional services or testimony relating to existing or probable
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1 lawsuits in which the state is or may become a party,

2 (3) contracts of the University of Alaska where the work is

3 to be performed substantially by students enrolled in the university;

4 (4) contracts for medical doctors and dentists;

5 (5) acquisitions or disposals of real property or interest

6 in real property, except as provided in AS 36.30.080;

7 (6 ) disposals under AS 38.05;

8 (7) contracts for the preparation rf ballots under AS 15.-

9 15.030;

10 (8 ) acquisitions or disposals of property and other con-

11 tracts relating to airports under AS 02.15.070, 02.15.090, and 02.15.-

12 091;

13 (9) disposals of obsolete property under AS 19.05.060;

14 (10) disposals of obsolete material or equipment under

15 AS 35.20.060;

16 (11) agreements with providers of services under AS 44.47.-

17 250i AS 47.07; AS 47.08; AS 47.10; AS 47.17; AS 47.24; AS 47.25.195,

18 and 47.25.310;

19 (12) contracts of the Department of Fish and Game for

20 flights that involve specialized flying and piloting skills and are

21 not point-to-point;

22 (r3) purchases of income-producing assets for the state

23 treasury or a public corporation of the state^ [•]

24 (14) operation of the state boarding school established

25 under AS 14.16, if the State Board of Education or the commissioner of

26 education adopts regulations for use by the state boarding school in

27 procurement and contracting;

28 (15) a contract that is a delegation, in whole or in part,

29 of investment powers held by the commissioner of revenue under
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1 AS 14.25.180, AS 14.40.400, AS 14.42.200, 14.42.210, AS 18.56.095,

2 AS 22.25.048, AS 26.05.228, AS 37.10.070, 37.10.071, AS 37.14, or

3 AS 39.35.080;

4 (16) a contract that is a delegation, in whole or in part,

5 of investment powers of the Board of Trustees of the Alaska Permanent

6 Fund Corporation under AS 37.13; [OR]

7 (17) the purchase of books, book binding services, newspa-

8 pers, periodicals, audio-visual materials, network information ser-

9 vices access, approval plans, professional memberships, archival

10 materials, objects of art, and items for museum or archival acquisi-

11 tion having cultural, historical, or archaeologial significance; in

12 this paragraph

13 (A) "approval plans" means book selection services in

14 which current book titles meeting an agency's customized specifi-

15 cations are provided to the agency subject to the right of the

16 agency to return those books that do not meet with the agency's

17 approval;

18 (B) "audio-visual materials" means nonbook prerecorded

19 materials, including records, tapes, slides, transparencies,

20 films, filmstrips, cassettes, videos, compact discs, laser discs,

21 and items that require the use of equipment to render them

22 usable;

23 (C) "archival materials" means the noncurrent records

24 of an agency that are preserved after appraisal because of their

25 value;

26 (D) "network information services" means a group of

27 resources from which cataloging information, holdings records,

20 inter-library loans, acquisitions information, and other refer-

29 ence resources can be obtained^
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(18) contracts for the purchase of standardized examinations 

for licensure under AS 08;

(19) disposals of supplies acquired through foreclosure of 

loans issued under AS 03.10;

(2 0) purchases of cur*.- arial and conservation services to 

maintain, preserve, and interpret

(A) objects of art; and

(B) items having cultural, historical, or archaeologi­

cal significance to the state;

(2 1 ) acquisition of confidential seismic survey data neces­

sary for pre-sale oil and gas lease analyses under AS 38.05.180;

(2 2) contracts for village public safety officers;

(23) expenditures to pay travel expenses of personal care 

attendants and sign language interpreters needed to accompany develop- 

mentally disabled members of the Governor's Counc.il for the Handi­

capped and Gifted to meetings for which reimbursement of members’ 

expenses is authorized under AS 47.80.060;

(24) contracts for home health care a n d a d u l t  residential 

and foster care services provided under regulations adopted by the 

Department of Health and Social Services;

(25) contracts for supplies or services for research pro­

jects funded by money received from the federal government or private 

grants; or

(26) guest speakers or performers for an educational c .1 
cultural activity.

* Sec. 23. AS 36.30.850(e) is amended to read:

(e) AS 36.30.170 applies to all insurance contracts involving 

state m o n e y . In this subsection, ''state money" includes [, INCLUDING] 

state grants and reimbursement to municipalities, school districts,
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1 and other entities.

2 * Sec. 24. AS 36.30 is amended by adding a new section to read:

3 Sec. 36.30.855. ALTERNATE PROCUREMENT METHODS. (a) In place of

4 the methods provided by AS 36.30.100 - 36.30.320, an alternate pro-

5 curement method may be used in the following situations, in accordance

6 with regulations adopted by the commissioner:

7 (1) if the commissioner determines in writing that food,

8 clothing, medical supplies, or materials for use in laboratory or

9 medical studies can be purchased otherwise to the best advantage of

10 the state;

11 (2 ) if rates are fixed by law or ordinance;

12 (3) to purchase products or services manufactured or pro-

13 vided by an employment program;

14 (4) to purchase products or services provided by the cor-

15 rectional industries program established under AS 33.32.

16 (b) An alternate procurement method to the methods provided by

17 AS 36.30.100 - 36.30.320 may be used for purchases of supplies and

18 services to support operations of the division of Alaska state troop-

19 ers or the division of fish and wildlife protection if the procurement

20 officer for the Department of Public Safety makes a written determina-

21 tion that publicity of the purchases would jeopardize the safety of

22 personnel or the success of the operation.

23 * Sec. 25. AS 36.30.990 is amended by adding new paragraphs to read:

24 (17) "employment program" means a nonprofit program to

25 increase employment opportunities for individuals with physical or

26 mental disabilities that constitute substantial handicaps to employ-

27 ment;

28 (18) "state money" means any money appropriated to an

29 agency or spent by an agency irrespective of its source, including
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5 AS

federal assistance except as otherwise specified in AS 36.30.890, but 

does not include money held in trust by an agency for a person.

* Sec. 26. AS 36.30.100(b)(1), 36.30.100(b)(2), 36.30.100(b)(3), 36.- 

100(b)(4), 36.30.100(c), 36.30.540(4), 36.30.540(5), 36.30.605, and 

44.47.250(c) are repealed.
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DY TIIE FINANCE COMMITTEE 

CS FOR SENATE BILL NO. 170 (Finance)

IN THE LEGISLATURE OF THE STATE OF ALASKA 

SIXTEENTH LEGISLATURE - FIRST SESSION 

A BILL

For an Act entitled: "An Act relating to state procurement. ' / Y y O i o l  & (A A

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

P e rP QQjfc&sS , 
U M  o h a 4

*  Section 1. AS 01.10.080 is amended to read: \a j x J U cLQUl

Sec. 01.10.080. COMPUTATION OF TIME. The time in which an act

provided by law is required to be done is computed by excluding the 

first day and including the last, unless the last day is a holiday, 

and then it is also excluded. This section does not apply to AS 36.-

a of ^
P

JO , ’S n e _  P  •!<-(
pV'DOUY'S-A/V'-C-'O'wA

c^ccLsi
*  Sec. 2. AS 36.30.015(e) is amended to read:

(e) The board [BOARDS] of directors of the [ALASKA RAILROAD

CORPORATION AND THE] Alaska State Building Authority shall adopt 

procedures to govern the procurement of supplies, services, profes­

sional services, and construction by the authority [CORPORATION]. The 

procedures must be substantially equivalent to the procedures p re­

scribed in this chapter and in regulations adopted under this chapter.

* Sec. 3. AS 36.30.015 is amended by adding a new subsection to read:

(f) The board of directors of the Alaska Railroad Corporation

shall adopt and publish procedures to govern the procurement of sup­

plies, services, professional services, and construction by the corpo­

ration. The procedures must be based on the competitive principles 

consistent with this chapter and must be adapted to the special needs 

of the corporation as determined by the board of directors.

* Sec. 4. AS 36.30.040(b) is amended to read:

(b) The commissioner shall adopt regulations pertaining to the
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(1 ) suspension, debarment, and reinstatement of prospective 

bidders and contractors;

(2) bid protests;

(3) conditions and procedures for the procurement of per­

ishables and items for resale;

(4) conditions and procedures for the use of source selec­

tion methods authorized by this chapter, including sole source pro­

curements, emergency procurements, and small procurements;

(5) the opening or rejection of bids and offers, and waiver 

of informalities in bids and offers;

(6 ) confidentiality of technical data and trade secrets 

submitted by actual or prospective bidders or offerors;

(7) partial, progressive, and multiple awards;

(8 ) storerooms and inventories, including determination of 

appropriate stock levels and the management of agency supplies;

(9) transfer, sale or other disposal of supplies;

(1 0 ) definitions and classes of contractual services and 

procedures for acquiring them;

(1 1 ) providing for conducting price analysis;

(1 2 ) use of payment and performance bonds in connection with 

contracts for supplies, services, and construction;

(13) guidelines for use of cost principles in negotiations, 

adjustments, and settlements;

(14) conditions under which an agency may use the services 

of an employment program [AS DEFINED UNDER AS 36.30.100(c)];

(15) a bidder's or offeror's duties under AS 36.30.115 and 

36.30.210; and

(16) the elimination and prevention of discrimination in

f o l l o w i n g :
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state contracting because of race, religion, color, national origin, 

sex, age, marital status, pregnancy, parenthood, handicap, or politi­

cal affiliation.

* Sec. 5. AS 36.30.110(b) is amended to read:

(b) The bidder must have a valid Alaska business license at the 

time designated in the invitation to bid for bid opening. The [WHEN 

RESPONDING TO THE INVITATION TO BID, THE] bidder shall supply evidence 

of the bidder's valid Alaska business license in accordance with 

regulations adopted by the commissioner. A bidder for a construction 

contract shall also submit evidence of the bidder's registration under 

AS 08.18.

* Sec. 6 . AS 36.30.110 is amended by adding a new subsection to read:

(c) If the commissioner of transportation and public facilities 

makes a written finding that confidentiality is in the state's best 

interest, the estimated cost of a construction contract is confiden­

tial information and may not be released to the public before bid 

opening.

*  Sec. 7. AS 36.30.115(b) is amended to read:

(b) A  bidder may replace a listed subcontractor if the subcon­

tractor

(1) fails to comply with AS 08.18;

(2 ) files for bankruptcy or becomes insolvent;

(3) fails to execute a contract with the bidder involving 

performance of the work for which the subcontractor was listed and the 

bidder acted in good faith;

(4) fails to obtain bending;

(5) fails to obtain insurance acceptable to the state;

(6 ) fails to perform the contract with the bidder involving 

work for which the subcontractor was listed;
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1 (7) must be substituted in order for the prime contractor

2 to satisfy required state and federal affirmative action requirements;

3 (8 ) refuses to agree or abide with the bidder's labor

4 agreement; or

5 (9) is determined by the procurement officer, not to be a

6 responsible subcontractor [BIDDER].

7 * Sec. 8 . AS 36.30.120(b) is amended to read:

8 (b) Bid security must be a bond provided by a surety company

9 authorized to do business in the state or otherwise supplied in a form

10 satisfactory to the commissioner. Bid security must be in an amount

1 1 equal to at least five percent of the amount of the bid

12 [(1) 10 PERCENT OF THE AMOUNT OF THE BID IF THE BID DOES NOT

13 EXCEED $100,000; OR

14 (2) 10 PERCENT OF THE FIRST $100,000 AND FIVE PERCENT OF

15 THE AMOUNT OF THE BID OVER $100,000 IF THE BID EXCEEDS $100,000 UP TO

16 A MAXIMUM OF $200,000 IN SECURITY].

17 * Sec. 9. AS 36.30.170(b) is amended to read:

18 (b) The procurement officer shall award a contract based on

19 solicited bids to the lowest responsive and responsible bidder after

20 an Alaska bidder preference of five percent and an Alaska products

21 preference as described in AS 36.30.322 - 36.30.338 have been applied.

22 In this subsection, "Alaska bidder" means a person who

23 (1) holds a current Alaska business license;

24 (2 ) submits a bid for goods, services, or construction

25 under the name as appearing on the person's current Alaska business

26 license;

27 (3) has maintained a place of business within the state

28 staffed by the bidder or an employee of the bidder for a period of six

29 months immediately preceding the date of the bid;
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(4) is incorporated or qualified to do business under the 

laws of the state, is a sole proprietorship [,] and the proprietor is 

a resident of the state^ or is a partnership [,] and one or more of 

the general [ALL] partners is a resident [ARE RESIDENTS] of the state; 

and

(5) if a joint venture, is composed entirely of venturers

[VENTURES] that qualify under (1) - (4) of this subsection.

* Sec. 10. AS 36.30.170(c) is amended to read:

(c) If a I ‘.dder qualifies under (b) of this section as an Alaska 

bidder, is offering services through an employment program [AS DEFINED 

UNDER AS 36.30.100(c)], and is the lowest responsible and responsive 

bidder with a bid that is not more than 10 percent higher than the 

lowest bid of a nonresident, the procurement officer shall award the 

contract to that bidder.

* Sec. 11. AS 36.30.210(a) is amended to read:

(a) A  request for competitive sealed proposals must contain the 

date, time^ and place for delivering proposals, a specific description 

of the supplies, construction, services, or professional services to 

be provided under the contract, and the terms under which the sup­

plies, construction, services, or professional services are to be 

provided. The request must [SHALL] require the offeror [TO SUBMIT 

EVIDENCE OF THE OFFEROR'S VALID ALASKA BUSINESS LICENSE AND], no later 

than five working days after the [IDENTIFYING WHICH] proposal that is 

the most advantageous to the state is identified, to list subcontrac­

tors the offeror proposes to use in the performance of the contract.

The list must [SHALL] include the name and location of the place of

business for each subcontractor, the work to be subcontracted to each 

subcontractor, and evidence of the subcontractor's valid Alaska busi­

ness license. An offeror for a construction contract shall also

S B 0 1 7 0 c -5- C S S B  1 7 0 ( F i n )



1 submit evidence of the offeror's registration under AS 08.18 and

2 evidence of registration for each listed subcontractor.

3 * Sec. 12. AS 36.30.210 is amended by adding a new subsection to read:

4 (e) The offeror must have a valid Alaska business license at the

5 time designated, in the request for proposals, for opening of the pro-

6 posals. The offeror shall supply evidence of the offeror's valid

7 Alaska business license in accordance with regulations adopted by the

8 commissioner.

9 * Sec. 13. AS 36.30.250(b) is amended to read:

10 (b) In determining whether a proposal is advantageous to the

11 state, the procurement officer shall take into account, in accordance

12 with regulations of the commissioner, whether the offeror [QUALIFIES

13 AS AN ALASKA BIDDER UNDER AS 36.30.170(b) OR] is offering the services

14 of an employment program [AS DEFINED IN AS 36.30.100(c)].

15 * Sec. 14. AS 36.30.250 is amended by adding new subsections to read:

16 (c) For the purpose of evaluating cost factors, the proposed

17 costs of an offeror who qualifies as an Alaska bidder under AS 36.30.-

18 170(b) shall be reduced by five percent.

19 (d) The request for proposals must include an Alaska bidder

20 evaluation factor that takes into consideration whether an offeror

21 qualifies as an Alaska bidder under AS 36.30.170(b). At least 10

22 percent of the value of the rating system or weighting value used

23 shall be assigned to the Alaska bidder evaluation factor.

24 * Sec. 15. AS 36.30 is amended by adding a new section to read:

25 Sec. 36.30.265. MULTI-STEP SEALED IROPOSALS. When it is con-

26 sidered impractical to initially prepare a definitive purchase de-

27 scription to support an award based on listed selection criteria, the

28 procurement officer may issue an expression of interest requesting the

29 submission of unpriced technical offers, and then later issue a
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1 requast for proposals limited to the offerors whose offers are deter­

mined to be technically qualified under the criteria set out in the 

expression of interest.

* Sec. 16. AS 36.30.300(a) is amended to read:

(a) A  contract may be awarded for supplies, services, profes­

sional services, or construction without competitive sealed bidding, 

competitive sealed proposals, or other competition in accordance with 

regulations adopted by the commissioner [OF ADMINISTRATION]. A  con­

tract may be awarded under this section only when the chief procure­

ment officer or, for construction contracts or procurements for the 

state equipment fleet, the commissioner of transportation and public 

facilities determines in writing that there is only one source for the 

required procurement or construction. A  sole source procurement may 

not be awarded if a reasonable alternative source exists. The written 

determination must include findings of fact that support by clear and 

convincing evidence the determination that only one source exists. 

Except for procurements of supplies, services, or construction that do

not exceed the amount for small procurements under AS 36.30.320(a), 

the [THE] authority to make the determination required by this subsec­

tion may not be delegated.

* Sec. 17. AS 36.30.305(a) is amended to read:

(a) A contract for supplies, services, professional services, or 

a construction contract under $ 1 0 0 ,0 0 0, may be awarded without compet­

itive sealed bidding or competitive sealed proposals, in accordance 

with regulations adopted by the commissioner [OF ADMINISTRATION]. A 

contract may be awarded under this section only when the commissioner 

[OF ADMINISTRATION], or, for construction contracts under $100,000 or 

procurements for the state equipment fleet, the commissioner of trans­

portation and public facilities, determines in writing that a
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1 situation exists that makes competitive sealed bidding or competitive

2 sealed proposals impractical or contrary to the public interest.

3 Procurements under this section shall be made with competition that is

4 practicable under the circumstance. Except for procurements of sup-

5 plies, services, or construction that do not exceed the amount for

6 small procurements under AS 36.30.320(a), the [THE] authority to make

7 a determination required by this section may not be delegated.

8 * Sec. 18. AS 36.30.320(a) is amended to read:

9 (a) A procurement for supplies, services, or construction that

10 does not exceed an aggregate dollar amount of $10,000 [$5,000] may be

11 made in accordance with regulations adopted by the commissioner for

12 small procurements.

13 * Sec. 19. AS 36.30.360(a) is amended to read:

14 (a) A written determination of nonresponsibility [RESPONSIBIL-

15 ITY] of a bidder or offeror shall be made by the procurement officer

16 in accordance with regulations adopted by the commissioner. The

17 unreasonable failure of a bidder or offeror to promptly supply infor-

18 mation in connection with an inquiry with respect to responsibility is

19 grounds for a determination of nonresponsibility with respect to the

20 bidder or offeror.

21 * Sec. 20. AS 36.30.362 is amended to read:

22 Sec. 36.30.362. DETERMINATION TO AWARD A CONTRACT TO A  NONRESI-

23 DENT. Except for awards made under AS 36.30.170, if [IF] the procure-

24 ment officer awards a contract to a person who does not reside or

25 maintain a place of business in the state and if the supplies, ser-

26 vices, professional services, or construction that is the subject of

27 the contract could have been obtained from sources in the state, the

28 procurement officer shall issue a written statement explaining the

29 basis of the award. The statement required under this section shall
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♦
1 be kept in the contract file.

2 * Sec. 21. AS 36.30.370 is amended to read:

3 Sec. 36.30.370. TYPES OF CONTRACTS. Subject to limitations of

4 this section, any type of contract that will promote the best inter-

5 ests of the state may be used, except that the use of a cost-pJ.us-a-

6 percentage-of-cost contract may only be used when permitted by regula-

7 tions adopted by the commissioner, or, for construction contracts, by

8 the commissioner of transportation and public facilities [IS PROHIB-

9 IT E D ] . A cost-reimbursement contract may be used only when a deter-

10 mination is made in writing by the procurement officer that a cost-

11 reimbursement contract is likely to be less costly to the state than

12 any other type or that it is impracticable to obtain the supplies,

13 services, professional services, or construction required except under

14 a cost-reimbursement contract.

15 * Sec. 22. AS 36.30.575 is repealed and reenacted to read:

16 Sec. 36.30.575. STAY OF AWARD. If a protest is filed within the

17 time set out in AS 36.30.565 and before an award is made, award of the

18 contract shall be stayed until a decision is made on the protest,

19 unless the chief procurement officer, the commissioner, or, for con-

20 struction contracts or procurements for the state equipment fleet, the

21 commissioner of transportation and public facilities, makes a written

22 determination that

23 (1) a reasonable probability exists that the protest will

24 be denied; or

25 (2) delay of award of the contract is contrary to the

26 state's best interests.

27 * Sec. 23. AS 36.30.850(b) is amended to read:

28 (b) This chapter applies to every expenditure of state money

29 [FUNDS, IRRESPECTIVE OF THEIR SOURCES, INCLUDING FEDERAL ASSISTANCE
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1 EXCEPT AS OTHERWISE SPECIFIED IN AS 36.30.890,] by the state, acting

2 through an agency, under a contract, except that this chapter does not

3 apply to

A (1) grants;

5 (2) contracts for professional witnesses to provide for

6 professional services or testimony relating to existing or probable

7 lawsuits in which the state is or may become a party;

8 (3) contracts of the University of Alaska where the work is

9 to be performed substantially by students enrolled in the university;

10 (4) contracts for medical doctors and dentists;

11 (5) acquisitions or disposals of real property or interest

12 in real property, except as provided in AS 36.30.080;

13 (6) disposals under AS 38.05;

14 (7) contracts for the preparation of ballots under AS 15.-

15 15.030;

16 (8) acquisitions or disposals of property and other con-

17 tracts relating to airports under AS 02.15.070, 02.15.090, and 02.15.-

18 091;

19 (9) disposals of obsolete property under AS 19.05.060;

20 (10) disposals of obsolete material or equipment under

21 AS 35.20.060;

22 (11) agreements with providers of services under AS 44.47.-
(

23 250; AS 47.07; AS 47.08; AS 47.10; AS 47.17; AS 47.24; AS 47.25.195,
r

24 and 47.25.310;

25 (12) contracts of the Department of Fish and Game for

26 flights that involve specialized flying and piloting skills and are

27 not point-to-point;

28 (13) purchases of income-producing assets for the state

29 treasury or a public corporation of the states [.]
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1 (14) operation of the state boarding school established

2 under AS 14.16, if the State Board of Education or the commissioner of

3 education adopts regulations for use by the state boarding school in

4 procurement and contracting;

5 (15) a contract that is a delegation, in whole or in part,

6 of investment powers held by the commissioner of revenue under AS 14.-

7 25.180, AS 14.40.400, AS 14.42.200, 14.42.210, AS 18.56.095, AS 22.-

8 25.048, AS 26.05.228, AS 37.10.070, 37.10.071, AS 37.14, or AS 39.35.-

9 080;

10 (16) a contract that is a delegation, in whole or in part,

11 of investment powers of the Board of Trustees of the Alaska Permanent

12 Fund Corporation under AS 37.13; [OR]

13 (17) the purchase of books, book binding services, newspa-

14 pers, periodicals, audio-visual materials, network information ser-

15 vices access, approval plans, professional memberships, archival

16 materials, objects of art, and items for museum or archival acquisi-

17 tion having cultural, historical, or archaeologial significance; in

18 this paragraph

19 (A) "approval plans" means book selection services in

20 which current book titles meeting an agency's customized specifi-

21 cations are provided to the agency subject to the right of the

22 agency to return those books that do not meet with the agency's

23 approval;

24 (B) "audio-visual materials" means nonbook prerecorded

25 materials, including records, tapes, slides, transparencies,

26 films, filmstrips, cassettes, videos, compact discs, laser discs,

27 and items that require the use of equipment to render them us-

28 able;

29 (C) "archival materials" means the noncurrent records
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of an agency that are preserved after appraisal because of their 

value;

(D) "network information services" means a group of

r.
resources from which cataloging information, holdings records,

(
inter-library loans, acquisitions information, and other refer-' 

ence resources can be obtained^

i
(18) contracts for the purchase of standardized examinations 

for licensure under AS 08;

(19) disposals of supplies acquired through foreclosure of 

loans issued under AS 03.10;

(20) purchases of curatorial and conservation services to 

maintain, preserve, and interpret

(A) objects of art; and

(B) items having cultural, historical, or archaeologi­

cal significance to the state;

(21) acquisition of confidential seismic survey data neces­

sary for pre-sale oil and gas lease analyses under AS 38.05.180;

(22) contracts for village public safety officers;

(23) expenditures to pay travel expenses of personal care 

attendants and sign language interpreters needed to accompany develop- 

mentally disabled members of the Governor's Council for the Handi­

capped and Gifted to meetings for which reimbursement of members' 

expenses is authorized under AS 47.80.060;

(24) contracts for home health care and adult residential 

and foster care services provided under regulations adopted by the 

Department of Health and Social Services;

(25) contracts for supplies or services for research p r o­

jects funded by money received from the federal government or private 

grants; or

♦
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1 (26) guest speakers or performers for an educational or

2 cultural activity.

3 * Sec. 24. AS 36.30.850(e) is amended to read:

4 (e) AS 36.30.170 applies to all insurance contracts involving

5 state m o n e y . In this subsection, "state money1' includes [, INCLUDING]

6 state grants and reimbursement to municipalities, school districts,

7 and other entities.

8 * Sec. 25. AS 36.30 is amended by adding a new section to read:

9 Sec. 36.30.855. ALTERNATE PROCUREMENT METHODS. (a) In place of

10 the methods provided by AS 36.30.100 - 36.30.320, an alternate pro-

11 curement method may be used in the following situations, in accordance

12 with regulations adopted by the commissioner:

13 (1) if the commissioner determines in writing that food,

14 clothing, medical supplies, or materials for use in laboratory or

15 medical studies can be purchased otherwise to the best advantage of

16 the state;

17 (2) if rates are fixed by law or ordinance;

18 (3) to purchase products or services manufactured or pro-

19 vided by an employment program;

20 (4) to purchase products or services provided by the cor-

21 rectional industries program established under AS 33.32.

22 (b) An alternate procurement method to the methods provided by

23 AS 36.30.100 - 36.30.320 may be used for purchases of supplies and

24 services to support operations of the division of Alaska state troop-

25 ers or the division of fish and wildlife protection if the procurement

26 officer for the Department of Public Safety makes a written determina-

27 tion that publicity of the purchases would jeopardize the safety of

28 personnel or the success of the operation.

29 * Sec. 26. AS 36.30 is amended by adding a new section to read:

S B 0 1 7 0 c  - 1 3 -  C S S B  1 7 0 ( F i n )



i »

Sec. 36.30.960. COMPUTATION OF TIME. The time in which an act

under this chapter is required to be done is computed by excluding the

first day and including the last. \

* Sec. 27. AS 36.30.990 is amended by adding new paragraphs to read 

(17) "day" or "working day" means a state working day;

6 (18) "employment program" means a nonprofit program to

7 increase employment opportunities for individuals with physical or

3 mental disabilities that constitute substantial handicaps to employ-

9 m e n t ;

10 (19) "str.te money" means any money appropriated to an agency

11 or spent by an agency irrespective of its source, including federal

12 assistance except as otherwise specified in AS 36.30.890, but does not

13 include money held in trust by an agency for a person.

14 * Sec. 28. AS 36.30.100(b)(1), 36.30.100(b)(2), 36.30.100(b)(3), 36.-

15 30.100(b)(4), 36.30.100(c), 36.30.540(4), 36.30.540(5), 36.30.605, and

16 AS 44.47.250(c) are repealed.
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2 5  2 5 1 3 0 8 8  

2 5  C A 2 3 7 2 8

2 5  2 5 1 7 8 8 8

2 5  P 0 8 1 7 7 6
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25  7 7 9 0 4
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5
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C O M P U T E R  
C E N T E R  
N A T I O N A L  
C O M P U T E R  
S P E C  I A L I T E S  
A K  R U R A L  

I N V E S T M E N T S  
A K  P O W E R  & 
T E L E P H O N E  

J U N E A U  

E L E C T R O N I C S  
B e r g h  Inc.

$ 8 , 7 6 7 . 0 0  0 9 / 2 2 / 8 8  

$ 1 . 5 0 5 . 0 0  0 4 / 1 2 / 8 8

$ 9 , 4 5 2

1 0 , 0 0 0

00  0 3 / 2 2 / 8 8  

00 1 1 / 0 9 / 8 8
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$ 8 , 5 3 1 .CO 0 3 / 1 4 / 8 8
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$ 7 7 0 . 0 0  1 1 / 0 8 / 8 8

P R O V I D E / I N S T  Y 
M U L T I P L E  F L A V O R  
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L A U N D R Y

S E R V I C E
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T R E S T U M E N D
M A I N T E N A N C E  Y
F O R
C O M P U T E R
S Y S T E M
B A T H  T O W E L S  N 
F O R  M A R I N E  

H I G H W A Y S  
D I S P L A Y  Y
W R I T E
D  B A S E  N
I I I P L U S

$ 9 , 1 8 0 . 0 0  0 2 / 1 5 / 8 8  L E A S E  

$ 5 , 5 3 9  

$ 6 2 4  

$ 8 , 8 0 3

00 0 4 / 2 7 / 8 8  T O K  P H O N E  Y
I N S T A L L A T I  ON 

00 1 1 / 0 8 / 8 8  L O T U S  Y

00 0 8 / 3 1 / 8 8  W h e e l  C h a i r  n 
L i f ts



A u d i t  q u e s t i o n s  g o v e r n o r ' s  c o n t r a c t s
By R O B E R T  LAURIE 
Timex Juneau Bureau

J U N E A U  —  A  legislative audit ques­
tions whether having the governor’s "per­
sonal trust and confidence" is adequate 
Justification for sole-source contracts Is­
sued by the governor’s office.

The newly-released audit of stale con­
tracts issued to out-of-state firms In the 
first nine months of 1988 uncovered a n u m­
ber of flaws in the state’s n e w  procure­
ment code and offered recommendations 
to remedy the problems.

"I think they have made some prog­
ress, but there’s still work to be done," 
said Sen. Jan Faiks, who requested the 
evaluation of the code last fail.

The Anchorage Republican pushed 
adoption of the procurement code In the

wake of contracting abuses revealed in 
the 1965 Senate Impeachment hearings of 
former Gov. Bill Sheffield. The Senate de­
cided that there was not enough proof to 
level formal charges against Sheffield.

After it was adopted by the legislature, 
the code went Into effect in 1988.

Faiks says the audit, accepted earlier 
this month by the Legislative Budget and 
Audit Committee, shows that "there’s too 
I..any contracts going to out-of-staters 
under the justification of ’well, we like 
this guy better’ or ’he has the governor’s 
trust’ or ‘that’s not part of the procure­
ment code.’ So even though I feel state 
government Is doing a little better, they 
still have a tendency to go Outside for that 
special person under soie-source more

S t a t e  p r o c u r e m e n t  m e a n s  m i r e d  i n  c o n f u s i o n

By R O B E R T  LAURIE 
Time* Juneau Bureau

J U N E A U  —  The state’s contract­
ing of foreign nationals to staff its of­
fices in Tokyo and Seoul runs afoul of 
the state's procurement code, ac­
cording to the legislative audit. It 
says confusion over which procure­
ment method should be used needs to 
cleared up. '— ""

T h e  state's chief procurement of­
ficer says the services performed by 
the jilx-fnai vidua Is do not constitute a 
professional service, Instead their du­

ties appear to create an employer- 
employee relationship, The gover­
nor's office, on the other hand, says 
the opposite. It maintains that the 
state’s computerized payroll system 
cannot handle the differences in for­
eign employee benefits and taxes.

Either way, the audit concludes, 
"the contracts were improperly 
awarded.”

It recommends that the Depart­
ment of Administration take the lead 
to seek legal clarification of statutes 
governing the hiring of foreign na-

than I think they can adequately 
justify."

Of 11? state contracts Issued 
to out-of-state companies in the 
first nine months of 1988, compet­
itive bids were used to find 43 
contractors, while 48 contracts 
skipped the competitive bid pro­
cess and were awarded to sole- 
source contractors.

According to the audit, the 
most frequently cited reason for 
awarding sole-source contracts 
was the “unequalled expertise” 
of the selected firm, or that ho 
other source couid perform the 
required services. ; ,, V.\

Of 11 professional service cilh- 
tracts Issued by the governor’s 
office, nine were awarded sole- 
source. Three of the contracts 
were awarded to advisers on the 
basis of tbegovemor’s personal 
"trust and confidence.”

Richard Walker, former a m ­
bassador to South Korea, re­
ceived twe contracts worth up to 
$130,000 for his work In opening 
doors for the state lit Taiwan and 
South Korea.

“He Is beyond repute," said 
David Ramseur, spokesman for 
Gov. Steve Cowper.

Bob Poe, Cowper’s director of 
the office of fntematlonal Trade 
said Walker’s contracts covered 
two years of work. He says the 
state plans to extend the con­
tracts for another two years.

Poe says Walker was Instru­
mental In gaining Cowper’s Intro­
duction to South Korean Presi­
dent Noh Tae Woo, "something 
no othergovemor has done.”
' Wall Street oil analyst Kurt 
wulff also won the governor's 
personal "trust and confidence"
—  even before Cowper met him. 
Wulff was awarded a $35,000 con­
tract to advise the slate on oil in­

dustry Issues.

"That doesn't necessarily 
imply the governor knew him be­
forehand," Ramseur said of tho 
personal trust justification. He 
says Cowper read of Wulff in a 
magazine and was impressed 
with his independent appraisal of 
the oil industry.

A  June 1987 article In Business 
W e e k  says Wulff’s "brutally 
frank hreakup appraisals have 
helped set the stage for most of 
the big oil takeovers In recent 
years."

" W e  question whether the G o­
vernor’s personal trust and confi­
dence substantiates'clear and 
convincing evidence that only 
one source exists," the audit con­
cludes.

Falks says as far as ahe’s con­
cerned, the Justification doesn’t 
hold water.

"That’s not part of the law. 
That is not why we had the pro-

tlonals. If current law cannot be 
practiced, amendments should be 
sought to make It work.

"The continuity of services pro­
vided by the foreign nationals is es­
sential for the expansion of Alaska's 
foreign markets. Services cannot be 
expected to cease due to ambiguity in 
the procurement laws," the audit 
reads.

Department of Administration 
Commissioner John Andrews agrees 
in a written reply to the audit. He 

See Procurement, page B-5

curement code. It was to avoid 
cronyism, it was to avoid the po­
litical hire," said Falks.

Asked if she thought there was 
any cronyism in the governor’s 
hiring, Falks replied "according 
to the audit, there appears to 
have been, even though they’re 
doing better. M y  overall point 
has got to be, they appear to 
have done better since the last 
time w e  looked at this, but 
here’s still that Justification and 
I don t think that justification is 
good enough. So that would lead 
one to believe that there’s some 
cronyism going on here but It's 
hard to prove. I can’t prove it."

"Kurt Wulff and (Richard) 
Walker are eminently qualified 
for those contracts," Ramseur 
said. "Sen. Faiks, the queen of 
questionable state spending 
practices, Is barking up the 
w m n n  tree "



S P E C I A L  R E P O R T  O N  S T A T E W I D E  P R O F E S S I O N A L  S E R V I C E  

C O N T R A C T S  A W A R D E D  T O  O U T - O F - S T A T E  F I R M S

J a n u a r y  1 ,  1 9 8 8  - S e p t e m b e r  3 0 ,  1 9 8 8

A u d i t  C o n t r o l  N u m b e r  

0 2 - 4 3 2 3 - 8 9 - S
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/ JUNEAU. ALASKA 99811-3300
T H E  L E G I S L A T U R E

BUDGET AND AUDIT COMMITTEE

J a n u a r y  3 ,  1 9 8 9

M e m b e r s  o f  t h e  L e g i s l a t i v e  B u d g e t  

a n d  A u d i t  C o m m i t t e e :

I n  a c c o r d a n c e  w i t h  a  L e g i s l a t i v e  B u d g e t  a n d  A u d i t  C o m m i t t e e  

s p e c i a l  r e q u e s t  a n d  t h e  p r o v i s i o n s  o f  T i t l e  2 4  o f  t h e  A l a s k a  

S t a t u t e s ,  t h e  a t t a c h e d  r e p o r t  i s  s u b m i t t e d  f o r  y o u r  r e v i e w .

A  S P E C I A L  R E P O R T  O N  S T A T E W I D E  P R O F E S S I O N A L  S E R V I C E  

C O N T R A C T S  A W A R D E D  T O  O U T - O F - S T A T E  F I R M S

J a n u a r y  1 ,  1 9 8 8  -  S e p t e m b e r  3 0 ,  1 9 8 8

A u d i t  C o n t r o l  N u m b e r  

0 2 - 4 3 2 3 - 8 9 - S

A s  s t a t e d  i n  t h e  R e p o r t  O b j e c t i v e s ,  S c o p e ,  a n d  M e t h o d o l o g y  

S e c t i o n ,  t h e  a u d i t  p r i m a r i l y  i n v o l v e d  a  r e v i e w  o f  

p r o f e s s i o n a l  s e r v i c e s  c o n t r a c t s  a w a r d e d  t o  o u t - o f - s t a t e  

f i r m s . I n  a c c o r d a n c e  w i t h  t h e  r e q u e s t  f r o m  t h e  B u d g e t  a n d  

A u d i t  C o m m i t t e e ,  t h e  c o n t r a c t s  w e r e  r e v i e w e d  t o  d e t e r m i n e  

a g e n c y  j u s t i f i c a t i o n  f o r  a w a r d i n g  t h e  c o n t r a c t s  t o  n o n -  

A l a s k a n  f i r m s  a n d  a g e n c y  c o m p l i a n c e  w i t h  a p p l i c a b l e  l a w s  a n d  

r e g u l a t i o n s .  T h e  a u d i t  w a s  c o n d u c t e d  i n  a c c o r d a n c e  w i t h  

g e n e r a l l y  a c c e p t e d  g o v e r n m e n t a l  p e r f o r m a n c e  a u d i t i n g  

s t a n d a r d s .

R a n d y  W e l k e r ,  C P A  

L e g i s l a t i v e  A u d i t o r  

D i v i s i o n  o f  L e g i s l a t i v e  A u d i t
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R E P O R T  O B J E C T I V E S ,  S C O P E ,  A N D  M E T H O D O L O G Y

I n  a c c o r d a n c e  w i t h  a  L e g i s l a t i v e  B u d g e t  a n d  A u d i t  C o m m i t t e e  

r e q u e s t  a n d  t h e  p r o v i s i o n s  o f  T i t l e  2 4  o f  t h e  A l a s k a

S t a t u t e s ,  a  r e v i e w  w a s  c o n d u c t e d  o f  p r o f e s s i o n a l  s e r v i c e  

c o n t r a c t s  a w a r d e d  t o  o u t - o f - s t a t e  f i r m s .  T h e  o b j e c t i v e s ,  

s c o p e ,  a n d  m e t h o d o l o g y  o f  o u r  r e v i e w  f o l l o w s .

O b j e c t i v e s

T h e  o b j e c t i v e s  o f  o u r  r e v i e w  w e r e  t o :

1 .  I d e n t i f y  t h e  t o t a l  n u m b e r  o f  p r o f e s s i o n a l  s e r v i c e

c o n t r a c t s  o v e r  $ 5 , 0 0 0  a w a r d e d  s o l e  s o u r c e  a n d  t h e

j u s t i f i c a t i o n  g i v e n  b y  t h e  a g e n c y  f o r  a w a r d i n g  t h e  

c o n t r a c t .

2 .  I d e n t i f y  t h e  t o t a l  n u m b e r  o f  p r o f e s s i o n a l  s e r v i c e

c o n t r a c t s  o v e r  $ 5 , 0 0 0  a w a r d e d  b y  c o m p e t i t i v e  s e a l e d

p r o p o s a l  a n d  j u s t i f i c a t i o n  f o r  a w a r d i n g  t h e  c o n t r a c t .

3 .  E v a l u a t e  a g e n c y  c o m p l i a n c e  w i t h  a p p l i c a b l e  l a w s  a n d  

r e g u l a t i o n s .

4 .  I d e n t i f y  p r o t e s t s  b y  o t h e r  b i d d e r s  a n d  c a t e g o r i z e

r e a s o n s  f o r  t h e  p r o t e s t s .

S c o p e  a n d  M e t h o d o l o g y

T h e  s c o p e  o f  o u r  r e v i e w  i n c l u d e s  a l l  o u t - o f - s t a t e  

p r o f e s s i o n a l  s e r v i c e  c o n t r a c t s  i n  e x c e s s  o f  $ 5 , 0 0 0  w h i c h  

w e r e  i n i t i a l l y  a w a r d e d  o r  a m e n d e d  b e t w e e n  J a n u a r y  1 ,  1 9 8 8

a n d  S e p t e m b e r  3 0 ,  1 9 8 8 .  C o n t r a c t  i n f o r m a t i o n  w a s  r e q u e s t e d  

f r o m  a l l  e x e c u t i v e  b r a n c h  a g e n c i e s ,  L e g i s l a t i v e  A f f a i r s ,  t h e  

U n i v e r s i t y  o f  A l a s k a ,  t h e  A l a s k a  R a i l r o a d  C o r p o r a t i o n ,  a n d  

t h e  A l a s k a  S t a t e  B u i l d i n g  A u t h o r i t y .  C o n t r a c t  i n f o r m a t i o n  

f o r  t h e  A l a s k a  R a i l r o a d  a n d  t h e  A l a s k a  S t a t e  B u i l d i n g  

A u t h o r i t y  w e r e  o b t a i n e d  f r o m  t h e  D e p a r t m e n t  o f  C o m m e r c e  a n d  

E c o n o m i c  D e v e l o p m e n t .

C o n t r a c t s  e x e m p t  f r o m  p r o c u r e m e n t  r e g u l a t i o n s  w e r e  e x c l u d e d  

f r o m  o u r  r e v i e w .  E x c l u s i o n s  i n c l u d e  c o n t r a c t s  a w a r d e d  f o r  

m e d i c a l  s e r v i c e s ,  g r a n t s ,  a n d  e x p e r t  w i t n e s s  c o s t s .  A l s o  

e x c l u d e d  f r o m  o u r  r e v i e w  w e r e  c o n t r a c t  a m e n d m e n t s  a w a r d e d  b y  

t h e  D e p a r t m e n t  o f  L a w  f o r  o n g o i n g  l e g a l  s e r v i c e s .  S e c t i o n  

8 1 5 4 . 1  o f  t h e  a d m i n i s t r a t i v e  m a n u a l  p e r m i t s  c o n t r a c t  

a m e n d m e n t s  f o r  l e g a l  s e r v i c e s  w h i c h  w i l l  e n a b l e  c o u n s e l  t o  

c o n t i n u e  t o  a d v i s e  o r  r e p r e s e n t  t h e  S t a t e  i n  s p e c i f i c  l e g a l  

p r o c e e d i n g s .

F o r  e a c h  c o n t r a c t  i d e n t i f i e d ,  a g e n c y  j u s t i f i c a t i o n  f o r  

a w a r d i n g  t h e  c o n t r a c t  t o  a n  o u t - o f - s t a t e  f i r m  w a s  

d e t e r m i n e d .  A g e n c y  p r o c e d u r e s  u s e d  t o  a w a r d  i n i t i a l
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c o n t r a c t s  w e r e  a l s o  r e v i e w e d  t o  d e t e r m i n e  c o m p l i a n c e  w i t h  

a p p l i c a b l e  l a w s  a n d  r e g u l a t i o n s .  I n  c o n j u n c t i o n  w i t h  t h i s  

r e v i e w  a n y  a s s o c i a t e d  a p p e a l s  f i l e d  i n  p r o t e s t  a g a i n s t  

c o n t r a c t  a w a r d s  w e r e  i d e n t i f i e d .

STATE OF ALASKA - 2 - DlVISION OF LEGISLATIVE AUDIT



O R G A N I Z A T I O N  A N D  F U N C T I O N

T h e  S t a t e  P r o c u r e m e n t  C o d e ,  A l a s k a  S t a t u t e  3 6 . 3 0 ,  g o v e r n s  

t h e  p r o c u r e m e n t  p r o c e d u r e s  u s e d  b y  s t a t e  a g e n c i e s .  T h e  

i m p e t u s  o f  t h e  p r o c u r e m e n t  c o d e  w a s  t o  e s t a b l i s h  c o n s i s t e n t  

p r o c e d u r e s  f o r  a l l  s t a t e  a g e n c i e s .  T o  a c c o m p l i s h  t h i s  t h e  

a u t h o r i t y  r e g u l a t i n g  t h e  p r o c u r e m e n t  p r a c t i c e s  o f  t h e  S t a t e  

h a s  b e e n  d e l e g a t e d  a s  f o l l o w s :

E x e c u t i v e  b r a n c h  a g e n c i e s

A S  3 6 . 3 0 . 0 0 5  t r a n s f e r s  a l l  r i g h t s ,  p o w e r s ,  d u t i e s ,  a n d  

a u t h o r i t y  r e l a t i n g  t o  t h e  p r o c u r e m e n t  o f  s u p p l i e s ,  s e r v i c e s ,  

a n d  p r o f e s s i o n a l  s e r v i c e s  t o  t h e  c o m m i s s i o n e r  o f  a d m i n i s ­

t r a t i o n  a n d  t o  t h e  c h i e f  p r o c u r e m e n t  o f f i c e r  ( C P O ) . T h e  

c o m m i s s i o n e r  o f  t r a n s p o r t a t i o n  a n d  p u b l i c  f a c i l i t i e s  h a s  

b e e n  t r a n s f e r r e d  a u t h o r i t y  r e l a t i n g  t o  t h e  p r o c u r e m e n t  o f  

c o n s t r u c t i o n  a n d  p r o c u r e m e n t  o f  e q u i p m e n t  o r  s e r v i c e s  f o r  

t h e  s t a t e  e q u i p m e n t  f l e e t .

T h e  C P O  i s  a p p o i n t e d  b y  t h e  c o m m i s s i o n e r  o f  a d m i n i s t r a t i o n  

t o  a  p a r t i a l l y  e x e m p t  p o s i t i o n  a n d  c a n  o n l y  b e  r e m o v e d  f o r  

c a u s e .  T h e  c o n c e p t  o f  a  C P O  s u p p o r t s  u n i f o r m i t y  o f  s t a t e  

p r o c u r e m e n t  a n d  p r o v i d e s  f o r  a  c e r t a i n  d e g r e e  o f  a u t o n o m y  

f o r  e n s u r i n g  t h a t  t h e  S t a t e ’s b e s t  i n t e r e s t s  a r e  b e i n g  m e t .

T h e  c o m m i s s i o n e r  o f  a d m i n i s t r a t i o n  m a y  d e l e g a t e  p r o c u r e m e n t  

a u t h o r i t y  f o r  t h e  e x e c u t i v e  b r a n c h ,  f o r  o t h e r  t h a n

c o n s t r u c t i o n  o r  t h e  S t a t e ’s e q u i p m e n t  f l e e t ,  t o  o t h e r  

d e p a r t m e n t s  a f t e r  m a k i n g  a  d e t e r m i n a t i o n  t h a t  t h e  d e p a r t m e n t  

i s  c a p a b l e  o f  i m p l e m e n t i n g  t h e  d e l e g a t e d  a u t h o r i t y .  

D e l e g a t i o n  d o e s  n o t  i n c l u d e  t h e  a u t h o r i t y  t o  e n t e r  i n t o  

c o n t r a c t s  u n d e r  a l t e r n a t i v e  p r o c u r e m e n t  m e t h o d s  w i t h o u t  

p r i o r  a p p r o v a l .  A l t e r n a t i v e  p r o c u r e m e n t  m e t h o d s  i n c l u d e  

s o l e  s o u r c e ,  l i m i t e d  c o m p e t i t i o n ,  a n d  e m e r g e n c y  p u r c h a s e s .

U n i v e r s i t y  o f  A l a s k a

T h e  B o a r d  o f  R e g e n t s  h a v e  b e e n  t r a n s f e r r e d  a l l  r i g h t s ,

p o w e r s ,  d u t i e s ,  a n d  a u t n o r i t y  r e l a t i n g  t o  p r o c u r e m e n t  f o r  

t h e  U n i v e r s i t y .  T h e  B o a r d  m u s t  a d o p t  p r o c u r e m e n t

r e g u l a t i o n s  t h a t  a r e  s u b s t a n t i a l l y  e q u i v a l e n t  t o  t h e  

r e g u l a t i o n s  a d o p t e d  b y  t h e  c o m m i s s i o n e r  o f  a d m i n i s t r a t i o n .

A l a s k a  R a i l r o a d  C o r p o r a t i o n  a n d  t h e  A l a s k a  S t a t e  B u i l d i n g  

A u t h o r i t y

T h e  b o a r d  o f  d i r e c t o r s  o f  t h e  A l a s k a  R a i l r o a d  C o r p o r a t i o n  

a n d  t h e  A l a s k a  S t a t e  B u i l d i n g  A u t h o r i t y  m u s t  a d o p t

p r o c e d u r e s  t o  g o v e r n  p r o c u r e m e n t  b y  t h e  c o r p o r a t i o n .  T h e  

p r o c e d u r e s  m u s t  b e  s u b s t a n t i a l l y  e q u i v a l e n t  t o  t h e  

p r o c e d u r e s  a n d  r e g u l a t i o n s  p r e s c r i b e d  i n  A S  3 6 . 3 0 .
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L e g i s l a t u r e

T h e  L e g i s l a t i v e  C o u n c i l  i s  r e q u i r e d  t o  a d o p t  p r o c e d u r e s  t o  

g o v e r n  t h e  p r o c u r e m e n t  b y  t h e  l e g i s l a t i v e  b r a n c h .  T h e  

p r o c e d u r e s  m u s t  b e  b a s e d  o n  t h e  c o m p e t i t i v e  p r i n c i p l e s  

c o n s i s t e n t  w i t h  A S  3 6 . 3 0  a n d  m u s t  b e  a d a p t e d  t o  t h e  s p e c i a l  

n e e d s  o f  t h e  l e g i s l a t i v e  b r a n c h  a s  d e t e r m i n e d  b y  t h e  

L e g i s l a t i v e  C o u n c i l .
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A U D I T O R ' S  C O M M E N T S

A l a s k a  S t a t u t e  3 6 . 3 0 ,  e f f e c t i v e  J a n u a r y  1 ,  1 9 8 8 ,  p r o v i d e s

f o r  l a w s  a n d  r e g u l a t i o n s  g o v e r n i n g  t h e  p r o c u r e m e n t  o f  g o o d s ,  

s e r v i c e s ,  a n d  p r o f e s s i o n a l  s e r v i c e s  b y  s t a t e  a g e n c i e s .  

S t a t e  a g e n c i e s  c a n  p r o c u r e  p r o f e s s i o n a l  s e r v i c e s  t h r o u g h  

t h e  f o l l o w i n g  f i v e  p r o c u r e m e n t  m e t h o d s :

1 .  C o m p e t i t i v e  S e a l e d  P r o p o s a l s  - R e q u i r e d  f o r  a l l  p r o f e s ­

s i o n a l  s e r v i c e  c o n t r a c t s  o v e r  $ 2 5 , 0 0 0 .

2 .  S m a l l  P u r c h a s e  -  A  c o n t r a c t  f o r  p r o f e s s i o n a l  s e r v i c e s  

t h a t  d o e s  n o t  e x c e e d  $ 2 5 , 0 0 0 .  S m a l l  p u r c h a s e s  n e e d  n o t  

b e  m a d e  u n d e r  c o m p e t i t i v e  s e a l e d  p r o p o s a l s  b u t  m a d e  w i t h  

c o m p e t i t i o n  t h a t  i s  p r a c t i c a b l e  u n d e r  t h e  c i r c u m s t a n c e s .

3 .  S o l e  S o u r c e  -  S o l e  s o u r c e  p r o c u r e m e n t s  m u s t  b e  

a c c o m p a n i e d  b y  c l e a r  a n d  c o n v i n c i n g  e v i d e n c e  t h a t  o n l y  

o n e  s o u r c e  e x i s t s  o r  a n  e x p l a n a t i o n  t h a t  n o  o t h e r  s o u r c e  

i s  a c c e p t a b l e  t o  f u l f i l l  t h e  r e q u i r e d  s e r v i c e *  P r i o r  

a p p r o v a l  m u s t  b e  o b t a i n e d  f r o m  t h e  C P O .

4 .  E m e r g e n c y  P r o c u r e m e n t  - T h e r e  a r e  t w o  t y p e s  o f  e m e r g e n c y  

p r o c u r e m e n t .  T y p e  A  e x i s t s  w h e n  t h e r e  i s  a  t h r e a t  t o  

p u b l i c  h e a l t h ,  w e l f a r e ,  o r  s a f e t y .  T y p e  B  i s  w h e n  a  

s i t u a t i o n  e x i s t s  t h a t  m a k e s  t h e  p r o c u r e m e n t  t h r o u g h  

c o m p e t i t i v e  s e a l e d  p r o p o s a l s  i m p r a c t i c a b l e  o r  c o n t r a r y  

t o  p u b l i c  i n t e r e s t .  P r i o r  a p p r o v a l  m u s t  b e  o b t a i n e d  

f r o m  t h e  C P O ,  t h e  c o m m i s s i o n e r  o f  a d m i n i s t r a t i o n ,  o r  t h e  

c o m m i s s i o n e r  o f  t r a n s p o r t a t i o n  a n d  p u b l i c  f a c i l i t i e s .

5 .  L i m i t e d  C o m p e t i t i o n  - P r o c u r e m e n t  w h i c h  i s  r e s t r i c t e d  t o  

s e v e r a l  p o t e n t i a l  c o n t r a c t o r s .  T h e  c o n t r a c t  a m o u n t  

c a n n o t  e x c e e d  $ 1 0 0 , 0 0 0 .  P r i o r  a p p r o v a l  m u s t  b e  o b t a i n e d  

f r o m  t h e  c o m m i s s i o n e r  o f  a d m i n i s t r a t i o n  o r  t h e  

c o m m i s s i o n e r  o f  t r a n s p o r t a t i o n  a n d  p u b l i c  f a c i l i t i e s  

d e p e n d i n g  o n  t h e  t y p e  o f  s e r v i c e .

T h e  p r i m a r y  o b j e c t i v e  o f  o u r  r e v i e w  w a s  t o  a s c e r t a i n  a g e n c y  

j u s t i f i c a t i o n  f o r  a w a r d i n g  p r o f e s s i o n a l  s e r v i c e  c o n t r a c t s  t o  

o u t - o f - s t a t e  f i r m s .  A g e n c y  j u s t i f i c a t i o n  w a s  d e t e r m i n e d  

t h r o u g h  v e r i f y i n g  t h a t  t h e  o u t - o f - s t a t e  f i r m  w a s  e v a l u a t e d  

t h e  h i g h e s t  u n d e r  t h e  c o m p e t i t i v e  s e a l e d  p r o p o s a l  e v a l u a t i o n  

p r o c e s s  a n d  t h a t  p r o p e r  a p p r o v a l s  w e r e  o b t a i n e d  w h e n  a n  

a l t e r n a t i v e  p r o c u r e m e n t  m e t h o d  w a s  u s e d .  T h e  c h i e f  

p r o c u r e m e n t  o f f i c e r  ( C P O )  h a s  t h e  e x c l u s i v e  a u t h o r i t y  f o r  

a p p r o v i n g  s o l e  s o u r c e  d e t e r m i n a t i o n s .  I t  i s  t h e  C P O ' s 

r e s p o n s i b i l i t y  t o  d e t e r m i n e  t h a t  o n l y  o n e  s o u r c e  e x i s t s  a n d  

t h a t  i t  i s  i n  t h e  S t a t e ' s  b e s t  i n t e r e s t  t o  a w a r d  t h e  

c o n t r a c t .
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A  t o t a l  o f  1 1 7  p r o f e s s i o n a l  s e r v i c e  c o n t r a c t s  w e r e  r e v i e w e d .  

T h e  t y p e  o f  p r o c u r e m e n t  m e t h o d  u s e d  a n d  t h e  p e r c e n t a g e  t o  

t o t a l  c o n t r a c t s  i s  a s  f o l l o w s :

P r o c u r e m e n t  M e t h o d  

S o l e  S o u r c e

C o m p e t i t i v e  S e a l e d  P r o p o s a l

L i m i t e d  C o m p e t i t i o n

E m e r g e n c y

S m a l l  P u r c h a s e

T o t a l

#  o f  C o n t r a c t s

 ZTB-------------
4 3

3

9

1 4

I T T

%  o f  T o t a l  4T7tf7o 
3 6 . 5 %  

2 . 5 %  

8 . 0 %  

1 2 . 0 %  

T f f Q X

A s  i n d i c a t e d  4 1 %  o f  a l l  p r o f e s s i o n a l  s e r v i c e  c o n t r a c t s  

a w a r d e d  t o  o u t - o f - s t a t e  f i r m s  w e r e  a w a r d e d  u n d e r  t h e  s o l e  

s o u r c e  p r o c u r e m e n t  m e t h o d .  T h e  m o s t  f r e q u e n t l y  c i t e d  r e a s o n  

f o r  a w a r d i n g  s o l e  s o u r c e  c o n t r a c t s  w a s  t h a t  t h e  i n d i v i d u a l  

a n d / o r  f i r m  a w a r d e d  t h e  c o n t r a c t  p o s s e s s e d  u n e q u a l l e d  

e x p e r t i s e ,  a n d  n o  o t h e r  s o u r c e  c o u l d  p e r f o r m  t h e  r e q u i r e d  

s e r v i c e s .

T h e  O f f i c e  o f  t h e  G o v e r n o r  a w a r d e d  1 1  p r o f e s s i o n a l  s e r v i c e  

c o n t r a c t s  o f  w h i c h  9  w e r e  a w a r d e d  s o l e  s o u r c e .  C o n t r a c t e d  

s e r v i c e s  i n c l u d e  c o n s u l t a n t s ,  a d v i s o r s ,  a n d  f o r e i g n  

n a t i o n a l s . T h e  C P O  a p p r o v e d  t h e  a w a r d  o f  s o l e  s o u r c e  

c o n t r a c t s  t o  t h e  c o n s u l t a n t s  a n d  a d v i s o r s  s i n c e  t h e  

i n d i v i d u a l s  p o s s e s s e d  t h e  n e c e s s a r y  p r o f e s s i o n a l  

q u a l i f i c a t i o n s  a n d  h a v e  t h e  G o v e r n o r ' s  p e r s o n a l  " t r u s t  a n d  

c o n f i d e n c e . "  A s  d i s c u s s e d  m o r e  f u l l y  i n  R e c o m m e n d a t i o n  N o .  

2 ,  w e  q u e s t i o n  w h e t h e r  t h e  G o v e r n o r ' s  p e r s o n a l  t r u s t  a n d  

c o n f i d e n c e  s u b s t a n t i a t e s  c l e a r  a n d  c o n v i n c i n g  e v i d e n c e  t h a t  

o n l y  o n e  s o u r c e  e x i s t s .  A d d i t i o n a l l y  a s  n o t e d  i n  

R e c o m m e n d a t i o n  N o .  1 ,  p r o p e r  p r o c u r e m e n t  p r o c e d u r e s  w e r e  n o t  

a d h e r e d  t o  w h e n  c o n t r a c t i n g  w i t h  t h e  f o r e i g n  n a t i o n a l s .

S c i e n t i f i c  r e s e a r c h  a n d  c o n s u l t i n g  s e r v i c e s  c o m p r i s e d  t h e  

m a j o r  t y p e s  o f  s e r v i c e s  p r o c u r e d  b y  t h e  U n i v e r s i t y  o f  
A l a s k a .  A  t o t a l  o f  2 3  p r o f e s s i o n a l  s e r v i c e s  c o n t r a c t s  w e .  

a w a r d e d  o f  w h i c h  1 5  w e r e  a w a r d e d  s o l e  s o u r c e .  U n i v e r s i t y  

p r o c u r e m e n t  r e g u l a t i o n s  a l l o w  f o r  l i m i t e d  s o l i c i t a t i o n  o f  

g o o d s  a n d  s e r v i c e s  u n d e r  $ 1 0 , 0 0 0 .  T h e  m a j o r i t y  o f  s o l e  

s o u r c e  c o n t r a c t s  a w a r d e d  b y  t h e  U n i v e r s i t y  a r e  f o r  a m o u n t s  

u n d e r  t h e  $ 1 0 , 0 0 0  t h r e s h o l d .  A s  d i s c u s s e d  i n  R e c o m m e n d a t i o n  

5  a n d  6  o f  t h i s  r e p o r t ,  t h e  U n i v e r s i t y  n e e d s  t o  s t r e n g t h e n  

c o n t r o l s  o v e r  t h e  p r o c u r e m e n t  o f  p r o f e s s i o n a l  s e r v i c e s .

O f  t h e  1 1 7  c o n t r a c t s  a w a r d e d  4 3  w e r e  a w a r d e d  u n d e r  t h e  

c o m p e t i t i v e  s e a l e d  p r o p o s a l  m e t h o d .  T h e  o u t - o f - s t a t e  f i r m s  

w e r e  e v a l u a t e d  t h e  h i g h e s t  i n  2 9  i n s t a n c e s  a n d  w e r e  a w a r d e d  

t h e  c o n t r a c t s .  T h e  r e q u i r e m e n t  t h a t  a n  e v a l u a t i o n  f a c t o r  

m u s t  b e  i n c l u d e d  w h i c h  t a k e s  i n t o  c o n s i d e r a t i o n  w h e t h e r  a n  

o f f e r o r  q u a l i f i e s  a s  a n  A l a s k a n  b i d d e r  d i d  n o t  b e c o m e  

e f f e c t i v e  u n t i l  M a y  1 9 8 8 .  T h e  m a j o r i t y  o f  t h e  2 9  c o n t r a c t s  

w e r e  a w a r d e d  p r i o r  t o  t h e  e f f e c t i v e  d a t e .  N o  A l a s k a n  f i r m  

s u b m i t t e d  a  p r o p o s a l  i n  1 3  o f  t h e  r e m a i n i n g  1 4  c o n t r a c t s .
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T h e  f i n a l  c o n t r a c t  w a s  a w a r d e d  t o  a n  o u t - o f - s t a t e  f i r m  

b e c a u s e  t h e  d e p a r t m e n t  w a n t e d  t o  a d v e r t i s e  i n  a n  o u t s i d e  

p u b l i c a t i o n .

T h e  a p p e n d i x  p r e s e n t e d  a t  t h e  e n d  o f  t h i s  r e p o r t  s u m m a r i z e s  

a g e n c y  j u s t i f i c a t i o n  f o r  a w a r d i n g  t h e  c o n t r a c t  t o  a n  

o u t - o f - s t a t e  f i r m ;  a g e n c y  j u s t i f i c a t i o n  f o r  l i m i t i n g  

s o l i c i t a t i o n ;  a n d  t y p e  o f  s e r v i c e  p e r f o r m e d .

C o m p l i a n c e  w i t h  p r o c u r e m e n t  l a w s  a n d  r e g u l a t i o n s  b y  s t a t e  

a g e n c i e s  w e r e  r e v i e w e d .  P r o c u r e m e n t  r e g u l a t i o n s  d i c t a t e  t h e  

t y p e  o f  p r o c u r e m e n t  m e t h o d  t o  b e  u s e d ,  r e q u i r e m e n t s  f o r  

r e l e a s i n g  r e q u e s t  f o r  p r o p o s a l s ,  s t a n d a r d i z a t i o n  o f  p r o p o s a l  

e v a l u a t i o n ,  a p p l i c a t i o n  o f  t h e  A l a s k a  b i d d e r ' s  p r e f e r e n c e ,  

a n d  c o n t r a c t  a w a r d .  T e s t s  o f  c o m p l i a n c e  w e r e  l i m i t e d  t o  

t h e s e  a r e a s .  T e s t  r e s u l t s  i n d i c a t e  t h a t  a g e n c i e s  a r e  

m a t e r i a l l y  c o m p l y i n g  w i t h  t h e  p r o c u r e m e n t  r e g u l a t i o n s . 

D e v i a t i o n s  f r o m  t h e  p r e s c r i b e d  r e g u l a t i o n s  a r e  n o t e d  i n  t h e  

f i n d i n g s  a n d  r e c o m m e n d a t i o n s  s e c t i o n  o f  t h i s  r e p o r t .

I n  c o n j u n c t i o n  w i t h  o u r  c o m p l i a n c e  r e v i e w  a n y  a s s o c i a t e d  

p r o t e s t  f i l e d  a g a i n s t  a  c o n t r a c t  a w a r d  w a s  i d e n t i f i e d .  

T h r e e  o f f i c i a l  p r o t e s t s  w e r e  f i l e d .  T h e  b a s i c  c o n t e n t i o n  o f  

a l l  t h r e e  p r o t e s t s  i s  t h a t  t h e  c o n t r a c t s  s h o u l d  h a v e  b e e n  

a w a r d e d  t o  a n  A l a s k a n  f i r m .  T h e  o u t - o f - s t a t e  f i r m s  w e r e  

e v a l u a t e d  t h e  h i g h e s t  u s i n g  t h e  c o m p e t i t i v e  s e a l e d  p r o p o s a l  

( C S P )  e v a l u a t i o n  c r i t e r i a  a n d  w e r e  a w a r d e d  t h e  c o n t r a c t .  

T h e  c o m m i s s i o n e r  o f  a d m i n i s t r a t i o n  r e v i e w e d  e a c h  a p p e a l  a n d  

r e j e c t e d  t h e  p r o t e s t  b a s e d  o n  u n s u b s t a n t i a t e d  e v i d e n c e .
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F I N D I N G S  A N D  R E C O M M E N D A T I O N S

T h e  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 O A )  s h o u l d  p u r s u e  l e g a l  

c l a r i f i c a t i o n  o f  e x i s t i n g  l a w s  r e g u l a t i n g  c o n t r a c t i n g  w i t h  

f o r e i g n  n a t i o n a l s  a n d  e n f o r c e  t h e m  o r  s h o u l d  s e e k  a m e n d m e n t !  

o f  t h o s e  l a w s  i f  d e e m e d  u n w o r k a b l e .

T h e  O f f i c e  o f  t h e  G o v e r n o r ,  O f f i c e  o f  I n t e r n a t i o n a l  T r a d e ,  

a n d  t h e  D e p a r t m e n t  o f  C o m m e r c e  a n d  E c o n o m i c  D e v e l o p m e n t  

c o n t r a c t  w i t h  f o r e i g n  n a t i o n a l s  t o  w o r k  i n  t h e i r  A s i a n  

o f f i c e s .  S e r v i c e s  a r e  p r o c u r e d  t h r o u g h  t h e  u s e  o f  p r o f e s ­

s i o n a l  s e r v i c e  c o n t r a c t s .  T h e r e  i s  c o n f u s i o n  a n d / o r  

d i f f e r e n c e s  o f  o p i n i o n  a s  t o  w h i c h  p r o c u r e m e n t  m e t h o d  s h o u l d  

b e  u s e d  t o  c o n t r a c t  f o r  t h e s e  s t a f f  p o s i t i o n s .

T h e  c h i e f  p r o c u r e m e n t  o f f i c e r  a l l e g e s  t h a t  t h e  s e r v i c e s  

p e r f o r m e d  b y  t h e s e  i n d i v i d u a l s  d o  n o t  c o n s t i t u t e  a  

p r o f e s s i o n a l  s e r v i c e  a n d  a r e  e x e m p t  f r o m  t h e  p r o c u r e m e n t  

c o d e .  K e  f e e l s  t h a t  t h e  d u t i e s  p e r f o r m e d  b y  t h e  f o r e i g n  

n a t i o n a l s  a p p e a r  t o  c r e a t e  a n  e m p l o y e r / e m p l o y e e  

r e l a t i o n s h i p .  S e c t i o n  8 1 0 5  o f  t h e  a d m i n i s t r a t i v e  m a n u a l  

r e q u i r e s  t h a t  a n y  e m p l o y m e n t  c o n t r a c t  s h o u l d  b e  r e v i e w e d  b y  

t h e  D i v i s i o n  o f  P e r s o n n e l  a n d  t h e  D e p a r t m e n t  o f  L a w .

T h e  O f f i c e  o f  t h e  G o v e r n o r  c o n t e n d s  t h a t  s e r v i c e s  p e r f o r m e d  

d o  n o t  c o n s t i t u t e  a n  e m p l o y e r / e m p l o y e e  r e l a t i o n s h i p  a n d  

c o n s i d e r  t h e s e  i n d i v i d u a l s  a s  c o n t r a c t o r s .  T h e  r a t i o n a l e  

f o r  n o t  e n t e r i n g  i n t o  e m p l o y m e n t  c o n t r a c t s  i s  t h a t  f i l l i n g  

t h e  o f f i c e  p o s i t i o n s  t h r o u g h  t h e  S t a t e ' s  p e r s o n n e l  s y s t e m  

w o u l d  b e  i m p r a c t i c a l  a n d  c u m b e r s o m e .  T h e y  a l s o  c i t e  t h a t  

t h e  S t a t e ' s  p a y r o l l  s y s t e m  c o u l d  n o t  e a s i l y  a c c o m m o d a t e  t h e  

d i f f e r e n c e s  i n  f o r e i g n  e m p l o y e e  b e n e f i t s  a n d  t a x e s .

T h e  s e r v i c e s  w e r e  a c q u i r e d  t h r o u g h  t h e  s o l e  s o u r c e  

p r o c u r e m e n t  m e t h o d .  A S  3 6 . 3 0 . 3 0 0  s p e c i f i e s  t h a t  a  c o n t r a c t  

m a y  b e  a w a r d e d  u n d e r  s o l e  s o u r c e  o n l y  w h e n  t h e  C P O  

d e t e r m i n e s  i n  w r i t i n g  t h a t  t h e r e  i s  o n l y  o n e  s o u r c e  f o r  t h e  

r e q u i r e d  p r o c u r e m e n t .  U n d e r  t h e  a s s u m p t i o n  t h a t  t h e  

s e r v i c e s  w e r e  c o r r e c t l y  c l a s s i f i e d  a s  p r o f e s s i o n a l  t h e  

c o n t r a c t s  w e r e  a w a r d e d  w i t h o u t  p r i o r  a p p r o v a l  b y  t h e  C P O .  

H o w e v e r ,  i f  a n  e m p l o y e e / e m p l o y e r  r e l a t i o n s h i p  e x i s t s  t h e n  

t h e  c o n t r a c t s  s h o u l d  h a v e  b e e n  r e v i e w e d  b y  t h e  D e p a r t m e n t  o f  

L a w  a n d  t h e  D i v i s i o n  o f  P e r s o n n e l .  U n d e r  e i t h e r  s c e n a r i o  

t h e  c o n t r a c t s  w e r e  i m p r o p e r l y  a w a r d e d .  I n d e p e n d e n t  a p p r o v a l  

w a s  n o t  o b t a i n e d .

D O A  s h o u l d  t a k e  t h e  i n i t i a t i v e  t o  s e e k  l e g a l  c l a r i f i c a t i o n  

o f  e x i s t i n g  s t a t u t e s  a n d  e n f o r c e  t h e m .  I n  t h e  e v e n t  t h e  

p r e s e n t  l a w s  a r e  n o t  p r a c t i c a b l e ,  a m e n d m e n t s  s h o u l d  b e

R e c o m m e n d a t i o n  No . 1
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s o u g h t  t o  m a k e  t h e  p r o c u r e m e n t  c o d e  m o r e  w o r k a b l e .  T h e  

c o n t i n u i t y  o f  s e r v i c e s  p r o v i d e d  b y  t h e  f o r e i g n  n a t i o n a l s  i s  

e s s e n t i a l  f o r  t h e  e x p a n s i o n  o f  A l a s k a ' s  f o r e i g n  m a r k e t s .  

S e r v i c e s  c a n n o t  b e  e x p e c t e d  t o  c e a s e  d u e  t o  a m b i g u i t y  i n  t h e  

p r o c u r e m e n t  l a w s .

R e c o m m e n d a t i o n  N o .  2

T h e  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  s h o u l d  s e e k  a m e n d m e n t s  t o  

t h e  A l a s k a  s t a t u t e s  t o  c l a r i f y  s e c t i o n s  o f  t h e  p r o c u r e m e n t  

c o d e .

D u r i n g  t h e  c o u r s e  o f  o u r  r e v i e w  w e  n o t e d  a r e a s  t h a t  w e r e  

e i t h e r  u n c l e a r  o r  n o t  a d d r e s s e d  i n  t h e  p r o c u r e m e n t  c o d e .

A .  U n d e r  t h e  s t a t e  p r o c u r e m e n t  c o d e ,  i t  i s  p e r m i s s i b l e  t o  

i s s u e  s o l e  s o u r c e  c o n t r a c t s  i f  t h e  S t a t e ' s  c h i e f  

p r o c u r e m e n t  o f f i c e r  ( C P O )  d e t e r m i n e s  i n  w r i t i n g  t h a t  

t h e i r  i s  o n l y  o n e  s o u r c e  f o r  t h e  r e q u e s t e d  p r o c u r e m e n t .  

A S  3 6 . 3 0 . 3 0 0 ( a )  r e q u i r e s  s u c h  d e t e r m i n a t i o n  m u s t  i n c l u d e  

f i n d i n g s  o f  f a c t  t h a t  s u p p o r t  b y  c l e a r  a n d  c o n v i n c i n g  

e v i d e n c e  t h e  d e t e r m i n a t i o n  t h a t  o n l y  o n e  s o u r c e  e x i s t s .  

T h e  a u t h o r i t y  t o  m a k e  t h e  d e t e r m i n a t i o n  m a y  n o t  b e  

d e l e g a t e d .

D O A  h a s  f u r t h e r  d e f i n e d  t h e  t e r m ,  " c l e a r  a n d  c o n v i n c i n g  

e v i d e n c e  t h a t  o n l y  o n e  s o u r c e  e x i s t s , "  f o r  c e r t a i n  

p r o f e s s i o n a l  s e r v i c e s  c o n t r a c t s  e n t e r e d  i n t o  b y  t h e  

g o v e r n o r ' s  o f f i c e .  I n  a  D e c e m b e r  2 2 ,  1 9 8 7  m e m o r a n d u m

D O A  h a s  a g r e e d  i n  i n s t a n c e s  w h e r e  i t  i s  e s s e n t i a l  t h a t  

t h e  G o v e r n o r  h a v e  t h e  p e r s o n a l  t r u s t  a n d  c o n f i d e n c e  i n  

t h e  i n d i v i d u a l  r e c e i v i n g  t h e  c o n t r a c t ,  a n d  t h e r e  i s  

o n l y  o n e  p e r s o n  a v a i l a b l e  w h o  h a s  b o t h  t h e  G o v e r n o r ' s  

t r u s t  a n d  t h e  n e c e s s a r y  p r o f e s s i o n a l  q u a l i f i c a t i o n s ,  

t h e n  c l e a r  a n d  c o n v i n c i n g  e v i d e n c e  f o r  s o l e  s o u r c e  

c o n t r a c t s  e x i s t .  T h e  m e m o r a n d u m  a l s o  p o i n t s  o u t  t h a t ,  "  

w h e t h e r  o r  n o t  a n o t h e r  s o u r c e  e x i s t s  i s  e n t i r e l y  a  

m a t t e r  o f  h i s  ( t h e  G o v e r n o r )  o p i n i o n  a n d  t h a t  a  

h y p o t h e t i c a l  f u t u r e  e x i s t e n c e  o f  a n o t h e r  p e r s o n  i n  w h o m  

t h e  G o v e r n o r  m i g h t  c o m e  t o  h a v e  p e r s o n a l  t r u s t  a n d  

c o n f i d e n c e  i s  i r r e l e v a n t  t o  t h e  f a c t s  o f  t h e  c u r r e n t  

s i t u a t i o n . "

E s s e n t i a l l y  a n  a s s u m p t i o n  h a s  b e e n  m a d e  t h a t  t h e  n o r m a l  

p r o c e s s  m a y  b e  f l a w e d  i n  s u c h  a  w a y  t h a t  a  c o m p e t i t i v e l y  

a w a r d e d  c o n t r a c t  m a y  r e s u l t  i n  t h e  S t a t e  c o n t r a c t i n g  

w i t h  a n  i n d i v i d u a l  w h o  i s  n o t  t r u s t w o r t h y ,  t r u t h f u l ,  o r  

r e l i a b l e .  D O A  i s  a l s o  i m p l y i n g  t h a t  t h e  r e l a t i o n s h i p  

b e t w e e n  t h e  G o v e r n o r  a n d  a  p o t e n t i a l  c o n t r a c t o r  i s  s o  

c r i t i c a l  a n d  s e n s i t i v e  t h a t  o n l y  t h e  G o v e r n o r  c a n  m a k e  

t h e  s o l e  s o u r c e  d e t e r m i n a t i o n .

W e  a p p r e c i a t e  D O A ' s  e f f o r t s  o f  a s s u r i n g  t h a t  t h e  c h i e f  

p o l i c y m a k e r  o f  t h e  S t a t e  h a s  t h e  l a t i t u d e  t o  h i r e
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a d v i s o r s  i n  w h i c h  h e  h a s  p e r s o n a l  c o n f i d e n c e .  N o  d o u b t  

s u c h  a n  a p p r o a c h  r e g a r d i n g  e x t r e m e l y  s e n s i t i v e  i s s u e s  

c o u l d  e n h a n c e  t h e  e f f e c t i v e n e s s  o f  t h e  O f f i c e  o f  t h e  

G o v e r n o r  o p e r a t i o n s .

H o w e v e r ,  w e  m u s t  t a k e  e x c e p t i o n  t o  D O A ' s  i n t e r p r e t a t i o n  

o f  t h e  s t a t e  p r o c u r e m e n t  c o d e  f o r  t h e  f o l l o w i n g  r e a s o n s :

* *  W h e n  d r a f t i n g  t h e  s t a t u t e  l a w m a k e r s  h a v e  a l r e a d y  

m a d e  a  c o n c e r t e d  e f f o r t  u n d e r  A S  3 6 . 3 0 . 8 5 0  t o  

e x e m p t  p r o f e s s i o n a l  s e r v i c e s  t h a t  w e r e  o f  a  u n i q u e  

a n d  s e n s i t i v e  n a t u r e  f r o m  t h e  p r o c u r e m e n t  c o d e .  F o r  

e x a m p l e ,  t h e y  e x e m p t e d  f l i g h t  c o n t r a c t s  w h e r e  

s p e c i a l i z e d  f l y i n g  a n d  p i l o t i n g  s k i l l s  w e r e  r e ­

q u i r e d .  N o w h e r e  i n  t h i s  s e c t i o n  d o e s  i t  a c k n o w l ­

e d g e  t h a t  b e c a u s e  o f  t h e  s e n s i t i v i t y  b e t w e e n  t h e  

G o v e r n o r  a n d  a  c o n t r a c t e d  a d v i s o r ,  s u c h  c o n t r a c t s  

s h o u l d  b e  e x c l u d e d  f r o m  t h e  c o d e  o r  h a n d l e d  i n  a  

s p e c i a l i z e d  m a n n e r .

* *  T h e  l a t i t u d e  D O A  h a s  a l l o w e d  t h e  G o v e r n o r  c o n f l i c t s  

w i t h  t h e  C P O ' s  d u t i e s  a n d  r e s p o n s i b i l i t i e s ,  w h i c h  

b y  l a w  c a n n o t  b e  d e l e g a t e d .  S i n c e  o n l y  t h e  G o v e r ­

n o r  c a n  m a k e  t h e  d e t e r m i n a t i o n  t h a t  h e  " p e r s o n a l l y  

t r u s t s "  s o m e o n e  a n d  t h e  d e p a r t m e n t  h a s  e s t a b l i s h e d  

t h i s  a s  c l e a r  a n d  c o n v i n c i n g  e v i d e n c e  t h a t  j u s t i ­

f i e s  a w a r d  o f  a  s o l e  s o u r c e  c o n t r a c t ,  e s s e n t i a l l y  

t h e  C P O  h a s  d e l e g a t e d  h i s  r e s p o n s i b i l i t i e s .

T h o u g h  w e  a d m i t  t h a t  a  r e q u i r e d  c o n t r a c t u a l  u n i q u e n e s s  

b e t w e e n  t h e  G o v e r n o r  a n d  a  c o n t r a c t o r  m a y  d e v e l o p ,  w e  

f e e l  s u c h  i n s t a n c e s  w o u l d  b e  r a r e  a n d  b e s t  h a n d l e d  

t h r o u g h  a n  a m e n d m e n t  t o  t h e  c o d e .  T o  a c k n o w l e d g e  s u c h  

l a t i t u d e  v i a  a  b l a n k e t  m e m o r a n d u m  m a y  n o t  o n l y  e s t a b ­

l i s h  a n  u n d e s i r a b l e  p r e c e d e n t  b u t  a l s o  f o s t e r  p o t e n t i a l  

a b u s e  i n  a n  a r e a  t h a t  i s  a l r e a d y  d i f f i c u l t  t o  a d m i n i s t e r  

d u e  t o  t h e  s u b j e c t i v e  n a t u r e  a n d  c o m p l e x i t y  o f  e v a l u a t ­

i n g  p r o f e s s i o n a l  q u a l i f i c a t i o n s .

B .  A s  a  g e n e r a l  r u l e  t h e  p r o c u r e m e n t  o f  p r o f e s s i o n a l

s e r v i c e s  m u s t  b e  o b t a i n e d  t h r o u g h  c o m p e t i t i v e  s e a l e d  

p r o p o s a l s .  T h e  u s e  o f  o t h e r  p r o c u r e m e n t  m e t h o d s  a r e

a l t e r n a t i v e s  a v a i l a b l e  t o  s t a t e  a g e n c i e s  i f  t h e  u s e  o f  

t h e  c o m p e t i t i v e  p r o c e s s  i s  d e t e r m i n e d  t o  b e  i m p r a c t i ­

c a b l e  o r  n o t  i n  t h e  s t a t e ' s  b e s t  i n t e r e s t .  S o l e  s o u r c e  

p r o c u r e m e n t  c a n  o n l y  b e  u s e d  w h e n  t h e  C P O  d e t e r m i n e s  

t h a t  t h e r e  i s  c l e a r  a n d  c o n v i n c i n g  e v i d e n c e  t h a t  o n l y

o n e  s o u r c e  e x i s t s .  T h e  a u t h o r i t y  t o  m a k e  t h i s  d e t e r ­

m i n a t i o n  c a n  o n l y  b e  m a d e  b y  t h e  C P O  a n d  c a n n o t  b e  

d e l e g a t e d .
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D u r i n g  o u r  r e v i e w  s e v e r a l  i n s t a n c e s  w e r e  n o t e d  w h e r e  t h e  

a u t h o r i t y  t o  m a k e  t h e  d e t e r m i n a t i o n  h a d  b e e n  d e l e g a t e d .  

D e l e g a t i o n  o f  a u t h o r i t y  o c c u r r e d  o n l y  w h e n  t h e  C P O  w a s  

a b s e n t  f r o m  t h e  o f f i c e .  D e l e g a t i o n s  w e r e  s u p p o r t e d  b y  a  

m e m o r a n d u m  w h i c h  a u t h o r i z e d  a n  i n d i v i d u a l  t o  b e  t h e  

a c t i n g  C P O .  R a n d o m  d e l e g a t i o n  w a s  n o t  p e r c e i v e d ;  

h o w e v e r ,  d e l e g a t i o n  h a s  o c c u r r e d .  W e  r e c o g n i z e  t h a t  t h e  

l a w  m u s t  b e  p r a c t i c a b l e ,  a n d  n o  o n e  c a n  e x p e c t  t h e  C P O  

t o  b e  p r e s e n t  a t  a l l  t i m e s .  I t  i s  u n c l e a r  w h e t h e r  t h e  

d e l e g a t i o n  i s  i n  v i o l a t i o n  w i t h  s t a t e  s t a t u t e s .  

C l a r i f i c a t i o n  o n  w h a t  c o n s t i t u t e s  a  d e l e g a t i o n  s h o u l d  b e  

a d d r e s s e d .

C .  T h e  C P O  h a s  b e e n  d e l e g a t e d  e x c l u s i v e  a u t h o r i t y  t o  m a k e  

s o l e  s o u r c e  p r o c u r e m e n t  d e t e r m i n a t i o n s .  A  c o n t r a c t  m a y  

o n l y  b e  a w a r d e d  u s i n g  s o l e  s o u r c e  w h e n  t h e r e  i s  c l e a r  

a n d  c o n v i n c i n g  e v i d e n c e  t h a t  o n l y  o n e  s o u r c e  e x i s t s .  

T h e  C P O  h a s  d e t e r m i n e d  t h a t  c o u r t - o r d e r e d  a p p o i n t m e n t s  

f u l f i l l  t h e s e  r e q u i r e m e n t s .  A l t h o u g h  t h e  d e p a i t m e n t s  

m a y  b e  l e g a l l y  b o u n d  b y  t h e  o r d e r  o t h e r  p r o c r r e m e n t  

a l t e r n a t i v e s  m a y  e x i s t .  A m e n d m e n t s  t o  t h e  l a w  s h o u l d  b e  

e n a c t e d  a d d r e s s i n g  c o u r t - o r d e r e d  a p p o i n t m e n t s .

R e c o m m e n d a t i o n  N o .  3

T h e  D i v i s i o n  o f  G e n e r a l  S e r v i c e s  a n d  S u p p l y  s h o u l d  

s t r e n g t h e n  c o n t r o l s  o v e r  p r o c u r e m e n t  r e p o r t i n g .

A l a s k a  S t a t u t e  3 6 . 3 0 . 5 A O  s p e c i f i e s  t h a t  b e g i n n i n g  w i t h  

D e c e m b e r  1 ,  1 9 8 9  t h e  C o m m i s s i o n e r  o f  A d m i n i s t r a t i o n  s h a l l

r e p o r t  t o  t h e  l e g i s l a t u r e  c o n c e r n i n g  p r o c u r e m e n t s  b y  s t a t e  

a g e n c i e s .  T h e  p r o c u r e m e n t  c o d e  r e q u i r e s  t h a t  c e r t a i n  t y p e s  

o f  p r o c u r e m e n t  i n f o r m a t i o n  m u s t  b e  r e p o r t e d  t o  t h e  

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 v i s i o n  o f  G e n e r a l  S e r v i c e s  

a n d  S u p p l y  ( G S S ) . P r o c u r e m e n t  r e p o r t i n g  i s  r e q u i r e d  w h e n  

t h e  p u r c h a s i n g  a g e n c y  u s e  e i t h e r  c o m p e t i t i v e  s e a l e d  

p r o p o s a l s  i n  e x c e s s  o f  $ 2 5 , 0 0 0  o r  a n y  t y p e  o f  a l t e r n a t i v e  

p r o c u r e m e n t  m e t h o d  r e g a r d l e s s  o f  d o l l a r  a m o u n t .  A l t e r n a t i v e  

m e t h o d s  i n c l u d e  s o l e  s o u r c e ,  l i m i t e d  c o m p e t i t i o n ,  a n d  

e m e r g e n c y  p u r c h a s e s .

D u r i n g  t h e  c o u r s e  o f  o u r  r e v i e w  d i s c r e p a n c i e s  w e r e  n o t e d  

b e t w e e n  p r o c u r e m e n t  i n f o r m a t i o n  o b t a i n e d  d i r e c t l y  f r o m  

d e p a r t m e n t a l  a g e n c i e s  v e r s u s  t h a t  f r o m  G S S '  p r o c u r e m e n t  

r e p o r t i n g  s y s t e m .  A g e n c i e s  a r e  n o t  r e p o r t i n g  a l l  r e q u i r e d  

i n f o r m a t i o n .  W e  r e a l i z e  t h a t  s o m e  c o n f u s i o n  w o u l d  e x i s t  

w h e n  t h e  p r o c u r e m e n t  c o d e  w a s  i m p l e m e n t e d .  H o w e v e r ,  t h e  

p r o c u r e m e n t  c o d e  h a s  b e e n  i n  e f f e c t  f o r  a p p r o x i m a t e l y  e l e v e n  

m o n t h s  a n d  r e p o r t i n g  h a s  n o t  s u b s t a n t i a l l y  i m p r o v e d .  

A c c u r a t e  p r o c u r e m e n t  i n f o r m a t i o n  i s  e s s e n t i a l  f o r  i n f o r m e d  

m a n a g e m e n t  d e c i s i o n s .  G S S  s h o u l d  i m p l e m e n t  p r o c e d u r e s  w h i c h  

w i l l  e f f e c t i v e l y  m o n i t o r  a n d  c o n t r o l  p r o c u r e m e n t  r e p o r t i n g .

STATE OF ALASKA - 1 2 - division OF LEGISLATIVE AUDIT



T h e  A l a s k a  R a i l r o a d  C o r p o r a t i o n  s h o u l d  a m e n d  t h e i r  

p r o c u r e m e n t  p r o c e d u r e s  t o  i n c l u d e  t h e  " C h i e f  P r o c u r e m e n t  

O f f i c e r "  c o n c e p t  w i t h i n  t h e i r  p u r c h a s i n g  o p e r a t i o n s .

U n d e r  A S  3 6 . 3 0 . 0 1 5 ( e )  t h e  b o a r d  o f  d i r e c t o r s  o f  t h e  A l a s k a  

R a i l r o a d  C o r p o r a t i o n  ( A R R C )  s h a l l  a d o p t  p r o c e d u r e s  t o  g o v e r n  

t h e  p r o c u r e m e n t  o f  s u p p l i e s ,  s e r v i c e s ,  p r o f e s s i o n a l  

s e r v i c e s ,  a n d  c o n s t r u c t i o n  b y  t h e  c o r p o r a t i o n .  T h e  

p r o c e d u r e s  m u s t  b e  s u b s t a n t i a l l y  e q u i v a l e n t  ( e m p h a s i s  a d d e d )  

t o  t h e  p r o c e d u r e s  p r e s c r i b e d  i n  t h e  s t a t e  p r o c u r e m e n t  c o d e .

( T h e n  t h e  L e g i s l a t u r e  e n a c t e d  t h e  s t a t e  c o d e ,  t h e y  r e c o g n i z e d  

t h e  i m p o r t a n c e  o f  c e n t r a l i z i n g  t h e  a u t h o r i t y  o f  p r o c u r e m e n t ,  

r e l a t e d  a c t i v i t i e s .  T o  a s s u r e  t h a t  c o m p e t i t i v e  a n d  f a i r  

p r i n c i p l e s  w e r e  u t i l i z e d ,  t h e  c o n c e p t  o f  t h e  " c h i e f  

p r o c u r e m e n t  o f f i c e r "  ( C P O )  w a s  a d o p t e d .  A s  o u t l i n e d  i n  

A S  3 6 . 3 0 . 0 1 0 ,  t h e  C P O  m u s t  m e e t  m i n i m u m  e x p e r i e n c e  r e q u i r e ­

m e n t s  , i s  a p p o i n t e d  t o  a  f i x e d  t e r m  o f  o f f i c e  a n d  c a n  o n l y  

b e  r e m o v e d  f r o m  t h a t  p o s i t i o n  f o r  c a u s e .  S u c h  l a n g u a g e  

o b v i o u s l y  l e n d s  s u p p o r t  t h a t  t h i s  p o s i t i o n  n o t  o n l y  b e  

q u a l i f i e d  i n  p u b l i c  p r o c u r e m e n t  b u t  a l s o  h a v e  a  c e r t a i n  

d e g r e e  o f  a u t o n o m y  s o  t h a t  o b j e c t i v e  a n d  f a i r  p r o c u r e m e n t  

d e c i s i o n s  c a n  b e  m a d e .

F u r t h e r  i m p o r t a n c e  o f  t h e  C P O  m e t h o d o l o g y  i s  r e c o g n i z e d  

e s p e c i a l l y  i n  t h e  h i g h - r i s k  n o n c o m p e t i t i v e  a r e a s  o f  

p r o c u r e m e n t  a l l o w e d  i n  t h e  s t a t e  c o d e .  U n d e r  s o l e  s o u r c e  

p r o c u r e m e n t s ,  a  c o n t r a c t  m a y  b e  a w a r d e d  o n l y  a f t e r  t h e  C P O  

h a s  d e t e r m i n e d  i n  w r i t i n g  c h a t  t h e r e  i s  o n l y  o n e  s o u r c e ,  

r e g a r d l e s s  o f  d o l l a r  l i m i t .  W h e n  e m e r g e n c y  p r o c u r e m e n t s  a r e  

m a d e  u n d e r  A S  3 6 . 3 0 . 3 1 0  a n d  2  A A C  1 2 . 4 4 0 ( b ) ,  a g a i n  t h e  C P O  

i s  i n v o l v e d  i n  d e t e r m i n i n g  i f  p u b l i c  i n t e r e s t  i s  b e i n g  

p r o t e c t e d .  I n  b o t h  c a s e s ,  s t a t e  l a w  a n d  r e g u l a t i o n s  

e m p h a s i z e  t h e  k e y  r o l e  p l a y e d  b y  t h e  C P O  b y  n o t  a l l o w i n g  t h e  

a u t h o r i t y  t o  m a k e  s u c h  d e t e r m i n a t i o n s  t o  b e  d e l e g a t e d .

B a s e d  u p o n  o u r  r e v i e w  o f  A R R . C  p r o c u r e m e n t  r e g u l a t i o n s  a n d  

p r o c e d u r e s ,  w e  h a v e  f o u n d  t h a t  t h e  C P O  c o n c e p t  h a s  n o t  b e e n  

a d o p t e d .  P r e s e n t l y ,  p r o c u r e m e n t  a u t h o r i t y ,  i n c l u d i n g  

a l t e r n a t i v e  p r o c u r e m e n t  d e t e r m i n a t i o n s ,  h a v e  b e e n  d e l e g a t e d  

t o  s e v e r a l  i n d i v i d u a l s  w i t h i n  t h e  o r g a n i z a t i o n a l  s t r u c t u r e .  

I t  i s  o u r  o p i n i o n  t h a t  b e c a u s e  t h e  s t a t e  c o d e  h a s  r e i t e r a t e d  

t h e  i m p o r t a n c e  o f  t h e  C P O  t h r o u g h o u t  t h e  p r o c u r e m e n t  

p r o c e s s ,  t h a t  a  p u r c h a s i n g  s y s t e m  w i t h o u t  s u c h  a  f u n c t i o n a l  

c o u n t e r p a r t  c a n n o t  b e  " s u b s t a n t i a l l y  e a u i v a l e n t "  a s  m a n d a t e d  

b y  A S  3 6 . 3 0 . 0 1 5 ( e ) .

T h o u g h  i t  c o u l d  b e  a r g u e d  t h a t  A R R C ,  t h r o u g h  i t s  q u a s i -  

g o v e r n m e n t a l  s t a t u s  a n d  i t s  f o r - p r o f i t  l e g i s l a t i v e  m a n d a t e ,  

i s  u n i q u e  e n o u g h  t o  b e  e x e m p t e d  f r o m  a  n e a r  i d e n t i c a l  

f o l l o w i n g  o f  t h e  s t a t e  c o d e ,  w e  f e e l  s u c h  a n  i n t e r p r e t a t i o n  

h a s  l i t t l e  m e r i t  f o r  t h e  f o l l o w i n g  r e a s o n s :

R e c o m m e n d a t i o n  No. 4
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1 .  A s  m e n t i o n e d  a b o v e  t h e  C P O  c o n c e p t  i s  s u c h  a n  i n t e g r a l  

p a r t  o f  t h e  s t a t e  c o d e ,  t h a t  t o  e x c l u d e  t h a t  f a c e t ,  

w o u l d  r e n d e r  t h e  c o m p a r a b i l i t y  h i g h l y  q u e s t i o n a b l e .

2 .  T h o u g h  A R R C  i s  e x c l u d e d  i n  t h e  d e f i n i t i o n  o f  a n  ’’a g e n c y "  

p e r  A S  3 6 . 3 0 . 9 9 0  a s  i s  t h e  A l a s k a  S t a t e  B u i l d i n g  

A u t h o r i t y ,  t h e  l a t t e r  e n t i t y  h a s  a d o p t e d  t h e  C P O  

c o n c e p t .

3 .  T h e  L e g i s l a t u r e  o b v i o u s l y  d e s i r e d  a  h i g h e r  d e g r e e  o f  

l i k e n e s s  o f  t h o s e  p r o c e d u r e s  a d o p t e d  b y  A R R C  t o  t h e  

s t a t e  p r o c u r e m e n t  c o d e ,  t h a n  t h e y  r e q u i r e d  o f  t h e m s e l v e s  

o r  t h e  C o u r t  S y s t e m .  U n d e r  A S  3 6 . 3 0 . 0 2 0 - . 0 3 0  t h e  

L e g i s l a t u r e  a n d  t h e  C o u r t  S y s t e m  a r e  r e q u i r e d  t o  a d o p t  

p r o c e d u r e s  b a s e d  o n  t h e  c o m p e t i t i v e  p r i n c i p l e s  

c o n s i s t e n t  w i t h  t h e  s t a t e  p r o c u r e m e n t  c o d e .  C o n v e r s e l y ,  

A R R C s ' p r o c e d u r e s  m u s t  b e  s u b s t a n t i a l l y  e q u i v a l e n t . ”

I f  m a n a g e m e n t  f i n d s  t h a t  t h e  o p e r a t i o n s  o f  t h e  r a i l r o a d  

w o u l d  b e  s e r i o u s l y  i m p e d e d  b y  t h e  a d o p t i o n  o f  t h e  C P O  

s c h e m e ,  t h e  p r o p e r  a v e n u e  w o u l d  b e  t o  s e e k  l e g a l  a m e n d m e n t s  

t h r o u g h  t h e  l e g i s l a t i v e  p r o c e s s .  U n t i l  t h e n ,  t h e  B o a r d  o f  

D i r e c t o r s  s h o u l d  a d o p t ,  a n d  m a n a g e m e n t  s h o u l d  a d h e r e  t o ,  

r e g u l a t i o n s  t h a t  i n c o r p o r a t e  t h e  C P O  c o n c e p t .

R e c o m m e n d a t i o n  N o .  5

T h e  U n i v e r s i t y  o f  A l a s k a  s h o u l d  s t r e n g t h e n  c o n t r o l s  o v e r  t h e  

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

A l a s k a  S t a t u t e  3 6 . 3 0 . 0 0 5 ( c )  a u t h o r i z e s  t h e  p r o c u r e m e n t  o f  

s e r v i c e s ,  s u p p l i e s ,  p r o f e s s i o n a l  s e r v i c e s ,  a n d  c o n s t r u c t i o n  

f o r  t h e  U n i v e r s i t y  o f  A l a s k a  t o  t h e  B o a r d  o f  R e g e n t s .  T h e  

B o a r d  o f  R e g e n t s  h a s  a d o p t e d  r e g u l a t i o n s  g o v e r n i n g  

p r o c u r e m e n t  m a n a g e m e n t  a n d  c o n t r o l .  A  c h i e f  p r o c u r e m e n t  

o f f i c e r  h a s  b e e n  a p p o i n t e d  t o  s u p e r v i s e  t h e  p r o c u r e m e n t  

n e e d s  o f  t h e  U n i v e r s i t y .  I n  o r d e r  t o  f a c i l i t a t e  t h e  

p r o c u r e m e n t  p r o c e s s  p u r c h a s i n g  a u t h o r i t y  h a s  b e e n  d e l e g a t e d  

t o  s p e c i f i e d  i n d i v i d u a l s  o n  t h e  s t a t e w i d e  c a m p u s e s .  

A u t h o r i t y  i s  l i m i t e d  a s  t o  t y p e  o f  p r o c u r e m e n t  a n d  w i t h i n  

d e s i g n a t e d  d o l l a r  l i m i t s .

W e  p e r f o r m e d  a  l i m i t e d  r e v i e w  o n  2 3  p r o f e s s i o n a l  s e r v i c e s  

c o n t r a c t s  a w a r d e d  t o  o u t - o f - s t a t e  f i r m s .  C o n t r a c t s  f o r  

p r o f e s s i o n a l  s e r v i c e s  w h i c h  a r e  e x e m p t  f r o m  p r o c u r e m e n t  c o d e  

r e g u l a t i o n s  w e r e  n o t  r e v i e w e d .  A c q u i s i t i o n  o f  s e r v i c e s  o n  

f o u r  o f  t h e  c o n t r a c t s  w e r e  u n a u t h o r i z e d .  I n d i v i d u a l s ,  w h o  

h a v e  * . u t  b e e n  d e l e g a t e d  p u r c h a s i n g  a u t h o r i t y ,  a r e  o b l i g a t i n g  

u n i v e r s i t y  f u n d s  w i t h o u t  p r i o r  a p p r o v a l .  T h e  c o n t r a c t s  w e r e  

l a t e r  r a t i f i e d  s i n c e  t h e  v e n d o r s  p e r f o r m e d  i n  g o o d  f a i t h  a n d  

t h e  U n i v e r s i t y  r e c e i v e d  b e n e f i t  f r o m  t h e  s e r v i c e s .
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S t r o n g  i n t e r n a l  c o n t r o l s  d i c t a t e  t h a t  o n l y  t h o s e  i n d i v i d u a l s  

w h o  a r e  a u t h o r i z e d  t o  o b l i g a t e  s t a t e  f u n d s  b e  a l l o w e d  t o  d o  

s o .  P r o p e r  a n d  a d e q u a t e  c o n t r o l  i n  t h e  h a n d l i n g  o f  p u b l i c  

f u n d s  i s  t h e  r e s p o n s i b i l i t y  o f  a l l  s t a t e  a d m i n i s t r a t o r s .  

T h e  U n i v e r s i t y  s h o u l d  a d h e r e  t o  a d o p t e d  p r o c e d u r e s  t o  e n s u r e  

t h a t  f u n d s  a r e  o b l i g a t e d  b y  o n l y  a u t h o r i z e d  p e r s o n n e l .

R e c o m m e n d a t i o n  N o .  6

T h e  U n i v e r s i t y  o f  A l a s k a  s h o u l d  a d h e r e  t o  s t a t u t e s  g o v e r n i n g  

s o l e  s o u r c e  p r o c u r e m e n t -!

A l a s k a  S t a t u t e  3 6 . 3 0 . 3 0 0  g o v e r n s  t h e  s o l e  s o u r c e  p r o c u r e m e n t  

o f  g o o d s  a n d  s e r v i c e s .  A  c o n t r a c t  m a y  b e  a w a r d e d  u s i n g  s o l e  

s o u r c e  o n l y  w h e n  t h e  c h i e f  p r o c u r e m e n t  o f f i c e r  d e t e r m i n e s  i n  

w r i t i n g  t h a t  t h e r e  i s  o n l y  o n e  s o u r c e  f o r  t h e  r e q u i r e d  

p r o c u r e m e n t .  T h e  w r i t t e n  d e t e r m i n a t i o n  m u s t  i n c l u d e  c l e a r  

a n d  c o n v i n c i n g  e v i d e n c e  w h i c h  s u p p o r t  t h e  u s e  o f  t h e  s i n g l e  

s o u r c e .  T h e  a u t h o r i t y  t o  m a k e  t h e  d e t e r m i n a t i o n  c a n n o t  b e  

d e l e g a t e d .

A l a s k a  S t a t u t e  3 6 . 3 0 . 0 0 5 ( c )  r e q u i r e s  t h e  U n i v e r s i t y  t o  a d o p t  

p r o c u r e m e n t  r e g u l a t i o n s  w h i c h  a r e  s u b s t a n t i a l l y  e q u i v a l e n t  

t o  t h o s e  a d o p t e d  b y  t h e  c o m m i s s i o n e r  o f  a d m i n i s t r a t i o n .  

D e p u t y  p r o c u r e m e n t  o f f i c e r s  h a v e  b e e n  a u t h o r i z e d  t o  m a k e  

s o l e  s o u r c e  d e t e r m i n a t i o n s  i n  a c c o r d a n c e  w i t h  S e c t i o n  2 3  

A A C  0 5 . 2 4 5 ( b )  o f  t h e  U n i v e r s i t y ' s  p r o p o s e d  p r o c u r e m e n t  

r e g u l a t i o n s .  A u t h o r i t y  i s  l i m i c e d  t o  p r o c u r e m e n t s  w h i c h  d o  

n o t  e x c e e d  $ 1 0 , 0 0 0 .  W e  d o  n o t  b e l i e v e  t h a t  t h i s  r e g u l a t i o n  

i s  e q u i v a l e n t  t o  t h o s e  a d o p t e d  b y  t h e  c o m m i s s i o n e r  o f  

a d m i n i s t r a t i o n .  S e c t i o n  2  A A C  1 2 . 4 1 0  o f  t h e  A l a s k a  

A d m i n i s t r a t i v e  C o d e  p r o h i b i t s  d e l e g a t i o n .

I t  i s  o u r  u n d e r s t a n d i n g  t h a t  l e g i s l a t i o n  i s  c u r r e n t l y  b e i n g  

d r a f t e d  w h i c h  w o u l d  a l l o w  t h e  d e l e g a t i o n  o f  s o l e  s o u r c e  

d e t e r m i n a t i o n  f o r  s m a l l  p u r c h a s e s .  D e l e g a t i o n  w o u l d  b e  

l i m i t e d  t o  s u p p l i e s  a n d  s e r v i c e s .  S o l e  s o u r c e  d e t e r m i n a t i o n  

f o r  p r o f e s s i o n a l  s e r v i c e s  w o u l d  s t i l l  r e q u i r e  t h e  C P O ' s  

a p p r o v a l .  W e  r e c o m m e n d  t h a t  t h e  d e l e g a t i o n  o f  a u t h o r i t y  b e  

r e s c i n d e d  u n t i l  t h e  p r o p o s e d  l e g i s l a t i o n  i s  e n a c t e d .

STATE OF ALASKA - 1 5 - division OF I EGISLATIVE AUDIT



( I n t e n t i o n a l l y  l e f t  b l a n k )

STATE OF ALASKA - 1 6 “ DIVISION OF LEGISLATIVE AUDIT
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Department/Firm 

Office of the Governor 

Richard L. Walker

Contract
Amount

50,000

The Michie Co. 80,000

Type of 
Solicitation

Sole Source

CSP

-■j
i

Kurt Wulff

O'Connor &  Hannon

35,000

55,000

Sole Source

CSP
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Kazunaga Hayashi

Mariko Kuroda 

Kimlko Huguruma 

Kyung Sun Yang 

In Hye Kim 

Richard L. Walker 

Dong Ha Cho

113,879 Sole Source

46,917

41,352

50.000 

12,715

80.000 

20,000

Sole Source 

Sole Source 

Sole Source 

Sole Source 

Sole Source 

Sole Source

Department of Administration

Housing Mgt Specialist 42,600 CSP

APPENDIX

Contracted
Service

Agency Justification 
for using outside vendor

Agency justification for 
restricting solicitation

Foreign Affairs 

Advisor

Printing the 
AK Administrative 
Code.

Advisor on 
Oil Industry 
Issues

Lobbyist for 
Div. of State &  
Federal Relations

Foreign
National

Foreign
National

Foreign
National

Foreign
National

Foreign
National

Foreign Affairs 
Advisor

Korean Affairs 
Advisor

Sole source located out­
side of Alaska.

Cost advantages. Firm 
evaluated the highest.

Sole source located outside 
of Alaska.

Contract for lobbying 
activities in Wash. D.C.

Sole source located outside 
of Alaska.

Sole source 
of Alaska.

Sole source 
of Alaska.

Sole source 
of Alaska.

Sole source 
of Alaska.

Sole source 
of Alaska.

Sole source 
of Alaska.

located outside 

located outside 

located outside 

located outside 

located outside 

located outside

Unequalled skills, experience 
in furthering Alaskan business, 
trade, &  government interests 
in the Pacific Rim. Also, 
Walker has Governor's personal 
trust and confidence.

Solicitation not limited.

Industry leader, also has 
Governor's personal trust and 
confidence.

Solicitation not limited.

Very knowledgeable in AK and 
host country. Has already 
served as AK State Rep.

Worked in AK office 7 years.

Worked in AK office 7 years.

Unique qualifications.

Worked in AK office 2 years.

See Walker contract above. 
Same justification given.

Expertise in AK  and host 
country relations. Clout in 
Korean government.

Consultant for 
Pioneer Benefit

Firm evaluated the highest. Solicitation not limited.
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Department/Firm
Contract
Amount

Justex Systems

McCarthy &  Assoc.

131,800

25,000

Type of 
Solicitation

Department of Administration (cont.) 

Information Tech Group 14,790 CSP

CSP

Sole Source

OD
t

Mercer-Me idlnger 

Mercer-Meidinger 

Mercer-Meidinger

34,400

105.000

152.000

Nat'l Institute of Cov. 24,900 
Purchasing

Software AG 59,200

CSP

CSP

CSP

Sole Source 

CSP

Department of Law 

Bogle & Gates 50,000 Sole Source

Morrison &  Foerster 85,000 Emergency

Contracted
Service

Consultant to 
write RFP for 
the Combined 
Retirement System

Test
Development

Risk Management 
Consultant

Actuarial

Actuarial

Actuarial

Procurement
Training

Data Processing 
Training

Attorney for 
case filed in 
bankruptcy court

Tax Attorney

Agency Justification Agency Justification for
for using outside vendor restricting solicitation

Firm evaluated the highest. Solicitation not limited.

Firm evaluated the 

highest.

Sole source located outside 

of Alaska.

Firm evaluated the highest.

Firm evaluated the highest.

Firm evaluated the highest.

Sole source located outside 
of Alaska.

Firm evaluated the highest.

Solicitation not limited.

Extension of previous 
contract.

Solicitation not limited.

Solicitation not limited.

Solicitation not limited.

Firm has prior experience 
with training AK state 
employees.

Solicitation not limited.

L aw  suit filed in ar. out- 
of-state jurisdiction.

Source located outside 
of Alaska.

Firm was originally hired by 
the state's co-defendant and 
has been working with them 
since June 1987. As such, 
they have acquired consider­
able knowledge in this matter 
& are in the best position to 
represent the interest of the 
co-defendant &  state.

Emergency purchase originally 
for $50,000. Considered an 
emergency purchase due to 
confidentiality of tax 
matter. Formal solicitation 
not used because of confiden­
tiality & advice needed prior 
to filing deadline, formal 
procurement time-consuming.
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Contract
Department/Firm Amount

Department of Law (cont.)

Hopkins, Sutter, et al. 15,000

Department of Revenue

ADS Assoc. Inc. 20,200

First Pennsylvania Bank 360,000

Financial Collection 150,000 
Agencies

SET Corp. 38,400

Type of 
Solicitation

Small
Purchase

Sole Source

CSP

CSP

CSP

Contracted
Service

..ctorney for 
Public Broadcast 
Issues

Software

Design

Custody and 
safekeeping of 
treasury 
investments

Collection 
Agency to pursue 
monies owed by 
non-residents

Investment Manage­

ment Consultant
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State Street Bank & 3,000,000
Trust

Department of Education 

Howatt, Krahn, &  Todd 5,800

Library Info Systems 6,000

Limited

Small
Purchase

Sole Source

Investment firm 
for PERS 6; TRS 
funds

Historical
Preservation

Software
Design

Agency justification 
for using outside vendor

Agency Justification for 
restricting solicitation

No AK firms were contacted.

Sole source located outside 
of Alaska.

No AK firms responded.

Firm evaluated the highest.

No AK firms responded.

No AK firms responded.

No AK firms responded.

Sole source located outside 
of Alaska.

Solicitation not limited.

Expansion of existing system. 
ADS holds copyright to system 
along with ownership rights 
to the software codes.

Solicitation not limited.

Solicitation not limited.

Solicitation not limited.

Solicitation not limited.

Solicitation not limited.

Library Info Systems, (LIS) 
was awarded a contract in 
1986 for installation of 
Phase II of the automated 
system which was approved by 
1RMEAC. This request is for 
enhancements &  additions to 
the existing system. LIS has 
the copyright on the software 
and is the only vendor 
authorized by copyright law 
to change the software.
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Department/Firm Amount Solicitation Service
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Department of Health and 

Social Services

Professional Review 211,000 CSP
Org. for Washington

Myers &  Stauffer 77,450 CSP

The Orkand Corp. 75,000 Emergency

Review of the 
Medicare program

Consultant 
for Pharmacy 
Program

Pharmacy Program 
Design
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Banerjee Assoc. 24,971

N.W. Resource Assoc. 18,100

Institute for Human Svc. 220,000

Susan Shacklett 24,350

Paul J. Carling, M.D. 8,054

D. Mandt &  Assoc. 10,250

Mary K. Benson 20,000

CSP

Sole Source 

Sole Source

Small
Purchase

Small
Purchase

Emergency

Sole Source

Cost study of 

residential care

Adoption
Exchange

Consultant to 
maximize federal 
revenues

Software
Design

AK Housing
Symposium
Seminar

Client Management 
Training

Consultant to 
analyze medicaid 
rate setting

Agency Justification
for using outside ve-.-.dor

Agency justification for
restricting solicitation

No AK firms .submitted proposals. 

No AK fir/.s submitted proposals.

No AK firms submitted proposals.

Firm evaluated the highest.

Sole sour.ve located outside 
of Alaska.

Sole source located outside 
of Alaska.

No A K  firms submitted proposals. 

No A K  firms submitted proposals.

No providers in AK.

Sole source located outside 
of Alaska.

Solicitation not limited.

Solicitation not limited.

Services originally solicited 
under RFP. Failed to receive 
a responsive/affordable bid. 
Inadequate time to resolicit. 
Services are required within 
3 months.

Solicitation not limited.

Only adoption exchange agency 
in the Northwest region.

Second phase of a 3-phase 
project. Contractor 
performed phase 1.

Solicitation not restricted.

Solicitation not restricted.

H&SS was unsuccessful in 
finding 3 providers to 
perform services. Two were 
located. The other provider 
proved to be more costly.

Benson only person who meets 
the specialized requirements 
set by H&SS. No one in the 
department or in the private 
sector possesses the combined 
rate setting and federal and 
state programmatic expertise 
to complete project.



In
H
>
-4
pi

0
n
>
r
>
i/i
s
>

Department/Firm 

Department of Labor

Contract
Amount

Pansophic Systems, Inc. 8,000

Runzheimer and Company 54,500

Type of 
Solicitation

Sole Source

Sole Source

Contracted
Service

Data Processing 
Training

Data Analysis 
for cent of 
living index

Department of Commerce and 
I Economic Development
N>
^  Kojiro Abe, Japan 390,000 Sole Source Office Staff

for Asian 
office

o Rathe Pty. Ltd 272,**00 Sole Source Expo 88
< Consultant

i?
o
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h The Travel Industry 17,000 Sole Source Tourism
< Assoc. Promotion with
> Yukon Government
c 
0

AKA Business Services 600,000 CSP Printing of
tourism
promotions

a

Agency justification 
for using outside vendor

Agency justification for
restricting solicitation

Sole source located outside 
of Alaska.

Sole source located outside 
of Alaska.

Sole source loca :ed outside 
of Alaska.

Sole source located outside 

of Alaska.

Sole source located outside 
of Alaska.

Firm ranked the highest. 
Contractor will subcontract 
majority of the work to an 
Alaskan firm.

Company designed software in 
use. Since firm developed 
software they are in a 
unique position to provide 
quality training.

Requested sole source because 
Runzheimer could provide more 
comprehensive geographic data 
specific to needs. Only one 
who would provide expert 
testimony in court.

Individual has served as 
representative in Asia since 
1982. Few Individuals 
possess qualities sought. 
Training orientation of new 
firm would be costly &  time- 
consuming.

Important that the same con­
sulting team that is working 
on the marketing strategy for 
meeting the exhibits' goals 
should also be charged with 
developing the measurement 
strategy. State will save 
since it won't have co psy 
for the learning curve.

Contract represents the 
continuation of a joint 
marketing effort between AK 
and the Yukon government.
The specific service is 
available only from Travel 
Industry.

Solicitation not limited.
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Department/Firm
Contract
Amount

Department of Commerce and 
Econonic Development (cont.)

Milliman & Robertson 30,000

Plants, Sites, and Parks 20,000

Type of
Solicitation

Emergency

CSP

Contracted
Service

Actuarial
Analysis

Advertising

I
N5
N:
I

Hat'l Council of Architect 9,000 Emergency Examinations
Nat'I Council of Engineer 10,000 Emergency Examinations
Nnt'l Assessment Institute 6,000 Emergency Examinations
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Lubov, McFay et al.

Ben Johnson

70,000

260,000

Painnell, Kerr, Forster 99,999

Department of Military and 
Veterans Affairs

No outside contracts reported.

Department of Natural Resources

Sno Engineering 18,500

Sole Source 

CSP

LimJ ted

CSP

Auditors for 
AFITC

Consultant 
for APUC

Feasibility 
Analysis for 
AIDEA

Ski. Area 
Development

Burry Thompson 80,000 CSP Real Estate
Appraisal

Agency Justification
for using outside vendor

Emergency source loi d 
outside of Alaska.

No in-state firms were 
contacted. Dept, wanted 
out-of-state publication.

Contracts for national 
examinations. Only 
source for examination.

Firm evaluated the highest.

Firm evaluated the highest.

Agency justification for
restricting solicitation

Recognized expert in 
workers' compensation issues. 
Immediate actuarial evalua­
tion & expert recommendations 
were needed due to planned 
fast passage of legislation.

Solicitation not limited.

Solicitation restricted since 
some exams are required to be 
used. Exams were developed. 
Time to request a CSP would 
not allow yearly exams for 
some occupations.

Work expanded beyond original 
contract specifications.

Solicitation not limited.

Limited solicitation to Two nationally recognized
two firms. Both out of accounting firms with exten-
state. sive credentials in resort

feasibility analysis. Limited 
to these firms.

Necessary expertise did Solicitation not limited,
not exist in AK to do 
development planning.

Firm evaluated the highest. Solicitation not limited
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Contract
Department/Firm Amount

Type of 
Solicitation

Contracted
Service

Department of Fish and Game

Sport*en Art Revenue
Contract

CSP Commercial
Art

Dr. Richard Thorne 15,000 Sole Source Fisheries
Research

Jones &  Stokes 237,725 CSP Fisheries
Study

Pacific Marine 6,000 
Fisheries

Sole Source Isozyme
Analysis

Department of Public Safety

SEARCH Group, Inc. 171,000 Sole Source Contract
Support

Department of Environmental 
Conservation

NEA, Inc 8,500 CSP Air
Analysis

Jellinek, Sch\».»rtz„ 2A,500 
Connolly

CSP Environmental
Lobbyist

Department of Community and 

Regional Affairs

No outside contracts reported.

Department of Corrections

Loche Systems, Inc. 16,800 
Loche Systems, Inc. 38,250

Sole Source 
Sole Source

Software
Design

Agency Justification 
for using outside vendor

Agency justification for
restricting solicitation

No AK firms responded.

Sole source located outside 
of Alaska.

Firm evaluated the highest.

Sole source located outside 
of Alaska.

Ilo A K  vendors submitted 
proposals.

Solicitation not limited.

Has provided service since 
1982. Familiarity with 
equipment. Politically 
beneficial due to 
independence of firm.

Solicitation not limited.

Firm only one qualified.
No one else doing this kind 
of work.

Initially not limited. Only 
SEARCH submitted proposal. 
Alternative procurement 
approved to award contract.

No A K  vendors submitted Solicitation not limited,
proposals.

No A K  vendors submitted Solicitation not limited,
proposals.

Sole source located outside 
of Alaska.

System has been specifically 
customized for Correction's 
use and can only be serviced 
by Loche Systems.
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Contract
Department/Firm Amount

Department of Corrections 

Design Systems, Inc. 9,280

Law Enforce. Psychol. Svc. 8,000

Mt. Canine Training 48,000

Type of
Solicitation

Emergency

Sole Source 

Sole Source

Contracted
Service

Prison Security 
Specialist

Psychological
Testing

4 dogs & 
Training
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Department of Transportation 
and Public Facilities

Alaska Marine Highways 
Coriphen Enterprises 13,000

Glosten & Assoc. 101,652

Glosten &  Assoc. 326,600

Elliott Bay Design 165,015

Group

Southeast. Region
Donald G. Flbntgomery 9,000

Jack Rutherford R.M. 500

Jack Rutherford R.M. 15,000

R.W. Beck & Assoc. 164,85;

CSP

CSP

CSP

CSP

Small
Purchase

CSP

Small
Purchase

CSP

Terminal
operations

Naval Engineer

Naval Engineer 

Naval Engineer

Appraisals 
Real Estate

Appraisals 
Real Estate

Appraisals 
Real Estate

Engineer
for Snettisham
Hatchery Project

Agencv justification
for using outside vendor

Agency Justification for
restricting solicitation

Emergency source outside 
Alaska.

Sole source located outside 
of Alaska.

No AK firms can provide 
service,

Evaluated the highest.

There are no Naval Engineers 
in AK.

No AK firms submitted 
proposals.

No AK firms submitted 

proposals.

Evaluated the highest.

Evaluated the highest.

No AK firms submitted 
informal proposals.

Evaluated the highest.

Contractor was initially 
involved o:i the Spring Creek 
transition team in 1986. 
Continued expertise and serv­
ices of this particular prison 
security specialist.

Department has previously 
worked with firm.

Department contacted other 
state departments and the 
National Institute of 
Corrections. Contacts stated 
that this was only firm that 
could provide training &  dogs.

Solicitation not limited.

Solicitation not limited.

Solicitation not limited.

Solicitation not limited.

Solicitation not limited.

Solicitation not: limited.

Solicitation not limited.

Solicitation not limited.
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Department/Firm

Contract
Amount

Department o f Transportation 
and Public Facilities (cont.)

R.W, Beck &  Assoc.

Reynolds Appraisal

6,659

9,900

Anchorage Inter n a '1 Airport 
David a T h a l V A s s o c .  37,500

David A. Hall Assoc. 5,000

Peat, Marwick, &  Main 176,050

• Peat, Marwick, & Main 25,000

Northern Region 
Gary Hoagland

Gary lloagland

35,750

81,575

Jack Rutherford, R.M. 10,000

Jack Rutherford, R.M. 83,010

Jack Rutherford, R.M. 22,950

Donald Palmer, Appraiser 17,700

Type of
Solicitation

CSP

Small
Purchase

CSP

Small
Purchase

Texas A&M University 8,470

CSP

Small
Purchase

CSP

CSP

Small
Purchase

CSP

CSP

CSP

Sole Source

Contracted
Service

Engineer for N 
Tongass Project

Appraisals 
Real Estate

Marketing
Consultant

Marketing
Consultant

Consultant for 
Terminal Plan

Consultant for
Concessions
Contract

Appraisals 
Real Estate

Appraisals 

Real Estate

Appraisals 
Real Estate

Appraisals 
Real Estate

Appraisals 
Real Estate

Appraisals 

Real Estate

Training in 

Paving Methods

Alaska State Legislature 

No outside contracts reported.

Evaluated Che highest.

No AK firms submitted 
proposals.

Evaluated the highest.

No AK firms submitted 
proposals.

Evaluated the highest.

No AK firms submitted 
proposals.

Evaluated the highest. 

Evaluated the highest. 

Evaluated the highest. 

Evaluated the highest. 

Evaluated the highest. 

Evaluated the highest. 

Expert in training.

Agency justification
for using outside vendor

Solicitation not limited. 

Solicitation not limited. 

Solicitation not limited. 

Solicitation not limited. 

Solicitation not limited. 

Solicitation net limited.

Solicitation not limited.

Solicitation not limited.

Solicitation not limited.

Solicitation not limited.

Solicitation not limited.

Solicitation not limited.

Solicited through a 

memorandum of agreement.

Agency justification for
restri -tlng solicitation
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Department/Firm

University of Alaska

Contract
Amount

Abisko Naturvetenskapliga 7,500

Ablsko Naturvetenskapliga 7,286

Int'l Trade Research 15,000

Forestry Research 
Institute

K.K. Seo. Consultant

Walks of Nation

Hope

5,000

24,375

9,000

5,625

Institute for Counsel & 9,388
Training

Resource Development, Inc 9,700

Type of
Solicitation

Sole Source 

Sole Source 

Sole Source 

Sole Source 

Sole Source

Sole Source

Sole Source 

Sole Source 

Sole Source

Contracted
Service

Tree Line 
Research

Tree Line 
Research

Timber Market 
Research

Forestry
Research

Consultant
Fisheries
Information

Consultant for 
planning AK 
Native Development 
Program

Speaker for 
Workshop

Speaker for 
Workshop

Training in 
estate planning

Trinity Consultants, Inc. 14,750 Sole Source Dispersion
Modeling

L. Diane Bernard

David B o m

15,000

5,000

Sole Source

Sole Source

Consultant to 
initiate a 
masters program 
in social work

Consultant to 
develop program 
evaluation plans 
for children's 
services

Agency Justification
for using outside vendor

Agency justification for
restricting solicitation

Sole source located outside 
of Alaska.

Sole source located outside 
of Alaska.

Sole source located out- 
of Alaska.

Sole source located out- 
of Alaska.

Sole source located out- 
of Alaska.

Sole source located outside 
of Alaska.

Only individual providing 
service.

Only individual providi- g 
service.

Chinese government controls 
all research in country.

Authority in field.

Highly qualified and agreed 
to perform services at 
reduced c o s t ,

Continuation of services.

Sole source located outside 
of Alaska.

Sole source located outside 

of Alaska.

Sole source located outside 
of Alaska.

Sole source located outside 
of Alaska.

Sole source located outside 
of Alaska.

Sole source located outside 
of Alaska.

Featured speaker for seminar.

Featured speaker for seminar.

University regulations allow 
for limited competition under 
$10,000.

Firm specifically listed in 
combined proposal as part of 
a expert team.

Unequalled experience 
in developing social work 
curriculum.

Expert in children's 
services.
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C o n tra c t
D e p a rtm e n t/F irm Amount

U n iv e r s i t y  o f  A la s k a  ( c e n t . )

Jam es E .  McMahon, PHD. 1 3 ,9 0 0

E s h e r i c k ,  H o rn se y , Dodge 6 7 2 ,2 0 0

A c k le y / Je n s e n , I n c .  6 ,0 0 0

B a l la r d  & Co . 1 0 ,0 0 0

C oopers & Lyb rand  6 ,0 0 0

C a n te r  & A sso c . 6 ,5 0 0

Type of
Solicitation

S m a ll
P u rch ase

CSP

S m a ll
P u rch ase

S o le  So u rce

S o le  So u rce

Contracted
Service

En e rg y
R e se a rch

A r c h i t e c t  fo r
U n iv e r s i t y
c o n s o l id a t io n

R is k  Management 
C o n s u lta n t

A c t u a r ia l
S e r v ic e s

I n s t r u c t o r  f o r  
co u rse

Governm ent F in a n c e  1 0 ,0 0 0  CSP
Governm ent F in a n c e  1 0 ,2 8 6  CSP

F in a n c ia l
C o n s u lta n t

E n re s  C o n s u lta n ts 6 ,6 7 8
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6 5 ,0 0 0

R is k  Mgmt. S o c ie t y  P ub . 7 ,0 0 0

P e n t , M arw ick , 
M ain & Co.

A la s k a  R a i l road  C o rp o ra t io n  

Greg M axw ell A s s o c . 2 5 ,0 0 0

H e l l e r ,  Ehrm an, W h ite  6 0 ,0 0 0

S o le  So u rce

Em ergency

CSP

S o le  So u rce

C o n s u lta n t  fo r  
s e t t in g  up a 
management 
t r a in in g  workshop

D ata P ro c e s s in g  
C o n s u lta n t

A u d ito r  fo r  
annual a u d it

A t to rn e y  fo r  
le g a l  a d v ic e  in  
la n d  Is s u e s

Agency J u s t i f i c a t i o n  
f o r  u s in g  ou t s id e  vendor

No AK f irm s  sub m itted  
p ro p o s a ls .

S tayed  w ith  same f irm  
who d esig ned  o r ig in a l  
b u i ld in g .

U nab le to  lo c a te  f i l e .  

E v a lu a te d  th e  h ig h e s t .

S o le  so u rce  lo c a te d  o u ts id e  
o f  A la s k a .

S o le  so u rce  lo c a te d  o u ts id e  
o f  A la s k a .

E v a lu a te d  th e  h ig h e s t .

S o le  so u rce  lo c a te d  o u ts id e  
o f  A la s k a .

Most q u a l i f i e d .

U nab le to  lo c a te  f i l e .

No AK f irm s  sub m itted  
p ro p o s a ls .

S o le  so u rce  lo c a te d  o u ts id e  
o f  A la s k a .

Agency Justification for
restricting solicitation

S o l i c i t a t i o n  not l im i t e d .

C o st ad va n ta g e s .

S o l i c i t a t i o n  no t l im i t e d .

F irm  h as  p r e v io u s ly  p ro v id e d  
s e r v ic e s  and h a s  e s ta b l is h e d  
d ata  b a s e .

U n iv e r s i t y  r e g u la t io n s  a l lo w  
fo r  l im it e d  c o m p e tit io n  under 
$10,000.

F irm  o r i g i n a l l y  c o n tra c te d  
w ith  the  D ep t, o f  Revenue . 
S e r v ic e s  b e in g  perform ed 
under an agreem ent w it h  them.

F irm  on campus f o r  p r io r  
o b l ig a t io n .  C o st a d va n ta g e s .

S o l i c i t a t i o n  n o t l im i t e d .

S o l i c i t a t i o n  not l im i t e d .

P r io r  e x p e r ie n c e  w ith  the 
R a ilr o a d  Corp .



Contract Type of
Department/Firm Amount Solicitation

Alaska Railroad Corporation

Preston, Thorgrimson, 8,500 Sole Source

Ellis

Alaska Power Authority

P.E. Sperry 65,000 Limited

R.W. Beck & Assoc. 22,497 CSP

Contracted
Service

Attorney for 
legal advice 
in antitrust and 
regulations.

Consultant for 
Bradley Lake 
Hydro Project

Consulting
Engineer

Alaska State Buildin g Authority 

No outside contracts reported.

Agency justification
for using outside vendor

Agency justification for
restricting solicitation

Sole source located outside 
of Alaska.

Source located outside 
of Alaska.

Evaluated the highest.

Prior experience with the 
Railroad Corp.

Solicitation not limited to 
one source. Four consultants 
were appointed to board.

Solicitation not limited.
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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

OFFICE OF THE COMMISSIONER /
S T E V E  C O W P E R ,  G O V E R N O R

P.O. BOXC
JUNEAU. ALASKA 99811-0200 
PHONE: (907) 465-2200

Mr. Randy S.. Welker 
Legislative Auditor 
Division of Legislative Audit 
Legislative Affairs Agency 
P.O. Box W
Juneau, AK 99811-3300

M f l t - 3  1939

l e g i s l a t i v e

AUDIT

Dear Mr. Welker:

Re: Audit 02-4323-89-S

I am responding to the recommendations provided in Audit 02-4323-89-S 
applicable to the Department of Administration.

Recommendation 1

At the time of your original interviews, we had an incomplete understanding 
regarding the types of contracts being issued to foreign nationals for work in 
other countries. That situation has changed. We agree that there are and 
have been difficulties establishing the foreign contracts. We will hold a 
meeting with the Division of General Services and Supply, Division of 
Personnel, and those agencies who contract with foreign nationals, If indeed 
a statutory change is required, we will propose it next year.

Recommendation 2

A. We disagree with some of your observations and hence your recommendations. 
We have not made an assumption that the normal procurement process would 
yield untrustworthy, untruthful, or unreliable contractors. Further v/e 
have not implied that only the Governor can make a sole source 
determination on specific contracts.

When we receive requests for approval of sole source contracts, we review 
available evidence as required by statute. Part of that evidence is the 
statement made by the requestor. Anybody requesting a sole source could 
provide a statement that the requirement for trust limits the selection 
of contractors. We have determined that only statements from the Governor 
will be considered as acceptable evidence that no other source will do.
The Governor has a unique position in Alaska and as such has unique 
responsibilities and burdens. Therefore, necessary qualifications of 
parties to provide advisory services go beyond simple honesty, reli­
ability, or expertise. When the Governor makes decisions that will
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Mr. Randy S. Welker -2- May 1, 1989

affect the State, he is entitled to advisors he trusts. We must disagree 
with your interpretation of the procurement code. It is apparent that 
the writers effectively identified three areas of procurement.
Category (1). The first area covers those items which should be procured 
by one of the processes described in the procurement code. Category (2). 
The second area provides exceptions (sole source, limited competition, 
emergency). These exceptions are for supplies or services which would 
normally be procured under the procurement code processes but meet the 
requirements to be exceptions. Category (3). The third area (Alaska 
Statute (AS) 36.30.860(b)(l)-(17)) lists supplies and services the 
legislature has chosen to exclude from the application of the procurement 
code. To address your example, the Department of Fish and Game contracts 
for over 200 flights a year under the exemption provided. These routine 
procurements are not covered by the procurement code. Your audit lists 
three contracts involving the Governor's trust and confidence. The 
service provided involves foreign trade and the oil industry. The 
routine way to procure information regarding foreign trade and the oil 
industry would be to utilize procurement code processes category (1). 
These have been procured as exceptions to those processes category (2).
We see no reason to place them in category (3).

We disagree with your contention that our consideration of the Governor's 
requirement for trust as evidence constitutes a delegation. Each of the 
requests was reviewed. If we needed more information, we requested it. 
When we were satisfied, they were approved. The fact that the three 
contracts listed in your audit were approved should not be taken to 
indicate that every request would automatically be approved or that 
authority has effectively been delegated.

You appear to see a threat that some future Governor might be tempted to 
abuse the present process. It is possible. However, the opportunity for 
abuse is less in the present process which requires review and reporting. 
Placement in category (3) would remove all the procurements from the 
requirements of the procurement code.

B. We have received informal Attorney General's advice that the present 
delegation process is acceptable and reasonable. (The only delegations 
occur during absences when an acting CPO or commissioner is appointed.
The person in the acting position thon has the authority to make the 
determinations. When appointing persons to act as commissioner or CP0.} 
we have selected people who would qualify for the position in the first 
place.)

C. We have received informal advice form the Attorney General's office that 
approval of court appointments as sole sources is acceptable. It meets 
the requirements of the regulations (2 AAC 12.410) which requires an 
explanation why no other source is acceptable because the court has not 
appointed any other source.

We will ask the Attorney General's office to see if revised statutory 
language is appropriate for the above.
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Mr. Randy S. Welker -3- May 1, 1989

Recommendation No. 3

We plan on having the reports required by law. As you pointed out, the law 
requires reports beginning with December 1, 1989. In order to be ready for 
that date, we planned to run our first trial after January 1, 1989, in order 
to review a full year. At your request, we accelerated the process. We did 
not expect the first effort to be perfect and were developing controls at the 
time of your audit. Since provision of the report, we have implemented 
procedures to monitor procurement reporting.

Sincerely,

John M. Andrews 
Commissioner

JMA/RJL/cjk
4/11D1/042408-9
cc: Division of General Services and Supply

Department of Administration
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Vico President for Finance 
(907) 474-7448

Brian Rogers

University of Alaska
Fairbanks, Alaska 99775-5260

M a y  1, 1 9 8 9

R a n d y  S .  W e l k e r  

L e g i s l a t i v e  A u d i t o r  

D i v i s i o n  o f  L e g i s l a t i v e  A u d i t  

P .  0 .  B o x  W

LEGISLATIVE
AUDIT

J u n e a u ,  A K  9 9 8 1 1 - 3 3 0 0  

D e a r  M r .  W e l k e r :

T h e  U n i v e r s i t y  o f  A l a s k a  h a s  r e v i e w e d  y o u r  p r e l i m i n a r y  a u d i t  

r e p o r t  o n :  " A  S p e c i a l  R e p o r t  o n  S t a t e w i d e  P r o f e s s i o n a l  S e r ­

v i c e  C o n t r a c t s  A w a r d e d  t o  O u t - o f - S t a t e  F i r m s ,  J a n u a r y  1, 1 9 8 8  

t h r o u g h  S e p t e m b e r  3 0 ,  1 9 8 8 . "

T h e  r e p o r t  m a k e s  t w o  r e c o m m e n d a t i o n s  c o n c e r n i n g  t h e  U n i v e r ­

s i t y  o f  A l a s k a :

R e c o m m e n d a t i o n  N o .  5

T h e  U n i v e r s i t y  o f  A l a s k a  s h o u l d  s t r e n g t h e n  c o n t r o l s  o v e r  t h e  

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

n e c e s s a r y  b e c a u s e  i n d i v i d u a l s ,  w h o  h a v e  n o t  b e e n  d e l e g a t e d  

p u r c h a s i n g  a u t h o r i t y  a r e  o b l i g a t i n g  u n i v e r s i t y  f u n d s  w i t h o u t  

p r i o r  a p p r o v a l . ]

T h e  U n i v e r s i t y  o f  A l a s k a  a g r e e s  w i t h  t h i s  r e c o m m e n d a t i o n  a n d  

t o o k  a c t i o n  t o  s t r e n g t h e n  c o n t r o l s  i m m e d i a t e l y  f o l l o w i n g  t h e  

e x i t  c o n f e r e n c e  w i t h  t h e  l e g i s l a t i v e  a u d i t o r .  D e p a r t m e n t s  

i n v o l v e d  i n  u n a u t h o r i z e d  p r o c u r e m e n t s  a r e  n o w  t r a i n e d  b y  

u n i v e r s i t y  d e p u t y  c h i e f  p r o c u r e m e n t  o f f i c e r s .  P r o c u r e m e n t  

p e r s o n n e l  w o r k  w i t h  t h e  d e p a r t m e n t  t o  p r e p l a n  r e q u i r e m e n t s  

a n d  a d v i s e  d e p a r t m e n t s  t o  s e e k  p u r c h a s i n g  a s s i s t a n c e  w h e n  

u n f o r e s e e n  n e e d s  a r i s e .  S h o u l d  t h e s e  s t e p s  f a i l  t o  c o r r e c t  a  

p a t t e r n  o f  u n a u t h o r i z e d  p u r c h a s e s ,  t h e  c h i e f  p r o c u r e m e n t  

o f f i c e r  d o e s  n o t  r a t i f y  f u r t h e r  u n a u t h o r i z e d  p u r c h a s e s ,  a n d  

s u c h  p u r c h a s e s  b e c o m e  t h e  p e r s o n a l  l i a b i l i t y  o f  t h e  o f f e n d e r .  

A d d i t i o n a l l y ,  t o p  m a n a g e m e n t  o f  t h e  u n i v e r s i t y  w i l l  r e v i e w  o n  

a  q u a r t e r l y  b a s i s  t h e  p e r f o r m a n c e  o f  a l l  u n i v e r s i t y  d e p a r t ­

m e n t s  t o  e n s u r e  t h a t  f u n d s  a r e  o b l i g a t e d  o n l y  b y  a u t h o r i z e d  

p e r s o n n e l .
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University of Alaska

R a n d y  W e l k e r

P a g e  2

M a y  1, 1 9 8 9

R e c o m m e n d a t i o n  N o .  6

T h e  U n i v e r s i t y  o f  A l a s k a  s h o u l d  a d h e r e - t . o  s t a t u t e s  ■ g o v e r n i n g  

s o l e  s o u r c e  p r o c u r e m e n t . [ W e  r e c o m m e n d  t h a t  t h e  u n i v e r s i t y  

r e s c i n d  d e l e g a t i o n s  o f  a u t h o r i t y  b y  t h e  c h i e f  p r o c u r e m e n t  

o f f i c e r  t o  o t h e r  p u r c h a s i n g  p e r s o n n e l  t o  m a k e  d e t e r m i n a t i o n s  

t h a t  o n l y  o n e  s o u r c e  f o r  a  p r o c u r e m e n t  e x i s t s . ]

T h e  U n i v e r s i t y  o f  A l a s k a  a g r e e s  w i t h  t h i s  r e c o m m e n d a t i o n .

U p o n  n o t i f i c a t i o n  b y  t h e  l e g i s l a t i v e  a u d i t o r  t h a t  u n i v e r s i t y  

r e g u l a t i o n s  w e r e  o u t  o f  c o m p l i a n c e  w i t h  A S  3 6 . 3 0 . 0 0 5 ( c )  o n  

D e c e m b e r  1 4 ,  1 9 8 8 ,  t h e  c h i e f  p r o c u r e m e n t  o f f i c e r  r e s c i n d e d  

a l l  d e l e g a t i o n s  f o r  s o l e  s o u r c e  p r o c u r e m e n t .

T h e  u n i v e r s i t y  i s  s e e k i n g  c o r r e c t i v e  l e g i s l a t i o n  w h i c h  w o u l d  

a l l o w  t h e  d e l e g a t i o n  o f  s o l e  s o u r c e  d e t e r m i n a t i o n  f o r  s m a l l  

p u r c h a s e s .  S e n a t e  B i l l  # 1 7 0 ,  c u r r e n t l y  u n d e r  c o n s i d e r a t i o n  

i n  t h e  s t a t e  H o u s e  o f  R e p r e s e n t a t i v e s ,  c o n t a i n s  s u c h  a  

c h a n g e .  I f  a d o p t e d  b y  t h e  f u l l  l e g i s l a t u r e  a n d  s i g n e d  b y  t h e  

G o v e r n o r ,  u n i v e r s i t y  r e g u l a t i o n s  w o u l d  t h e n  b e  c o n s i s t e n t  

w i t h  t h e  l a w .  I f  t h e  l a w  i s  n o t  c h a n g e d ,  t h e  u n i v e r s i t y  

w i l l ,  t h r o u g h  t h e  a d m i n i s t r a t i v e  p r o c e d u r e s  a c t  p r o c e s s e s ,  

a m e n d  o u r  r e g u l a t i o n s .

T h a n k  y o u  f o r  t h e  o p p o r t u n i t y  t o  r e s p o n d  t o  t h e  r e p o r t .

i c e  P r e s i d e n t  f o r  F i n a n c e

c c :  D o n a l d  O ' D o w d ,  P r e s i d e n t

J a r b a r a  J o y ,  D i r e c t o r  o f  I n t e r n a l  A u d i t

D i a n e  M a y e r - P e a r s o n ,  A c t i n g  C h i e f  P r o c u r e m e n t  O f f i c e r
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ALASK A R A IL R O A D  CORPORATION
P . O .  B o x  1 0 7 5 0 0 *  A n c h o r a g e ,  A l a s k a  9 9 5 1 0 - 7 5 0 0

A p r i l  2 5 ,  1989

M r .  R a n d y  S .  W e l k e r  

L e g i s l a t i v e  A u d i t o r  

D i v i s i o n  o f  L e g i s l a t i v e  A u d i t  

P . O .  B o x  W

J u n e a u ,  A l a s k a  9 9 8 1 1 - 3 3 0 0

R e :  P r e l i m i n a r y  A u d i t  R e p o r t  o n  S t a t e w i d e  P r o f e s s i o n a l  S e r v i c e

C o n t r a c t s ,  A u d i t  C o n t r o l  N u m b e r  0 2 - 4 3 2 3 - 8 9 - S

D e a r  M r .  W e l k e r :

T h a n k  y o u  f o r  t h e  o p p o r t u n i t y  t o  r e s p o n d  t o  y o u r  p r e l i m i n a r y  a u d i t  

r e p o r t  r e l a t i n g  y o u r  f i n d i n g s  a b o u t  t h e  A l a s k a  R a i l r o a d  C o r p o r a t i o n  

( A R R C ) .

L e g i s l a t i v e  A u d i t  R e c o m m e n d a t i o n  N o .  4 :

" T h e  A l a s k a  R a i l r o a d  C o r p o r a t i o n  s h o u l d  a m e n d  t h e i r  p r o c u r e m e n t  

p r o c e d u r e s  t o  i n c l u d e  t h e  ' C h i e f  P r o c u r e m e n t  O f f i c e r 1 c o n c e p t  

w i t h i n  t h e i r  p u r c h a s i n g  o p e r a t i o n s . 11

A R R C  R e s p o n s e :

A s  y o u  a r e  a w a r e ,  w e  h a v e  p r e v i o u s l y  d i s c u s s e d  t h e  u n i q u e  s t a t u s  

o f  A R R C  a n d  w h y  t h i s  u n i q u e n e s s  m u s t  b e  t a k e n  i n t o  a c c o u n t  w h e n  

c o m p a r i n g  t h e  r a i l r o a d  c o r p o r a t i o n  t o  o t h e r  e x e c u t i v e  a g e n c i e s .  W e  

f u l l y  a g r e e  w i t h  y o u r  s t a t e m e n t  t h a t  t h e  c o r p o r a t i o n  m u s t  a d o p t  

p r o c e d u r e s  w h i c h  a r e  s u b s t a n t i a l l y  e q u i v a l e n t  t o  t h e  p r o c e d u r e s  

p r e s c r i b e d  i n  t h e  s t a t e  p r o c u r e m e n t  c o d e .  H o w e v e r ,  w e  s t r o n g l y  

d i s a g r e e  w i t h  y o u r  f i n d i n g s  t h a t  m a k e  i t  a p p e a r  w e  a r e  n o t  

s u b s t a n t i a l l y  e q u i v a l e n t .  Y o u r  c o n c e r n  t h a t  t h e  a p p a r e n t  l a c k  o f  

a  c o m p a r a b l e  C h i e f  P r o c u r e m e n t  O f f i c e r  ( C P O )  p o s i t i o n  a t  A R R C  w o u l d  

r e n d e r  r h e  s u b s t a n t i a l  e q u i v a l e n c y  " h i g h l y  q u e s t i o n a b l e "  i s  

u n f o u n d e d .

A s  y o u  k n o w ,  A R R C  e m p l o y e e s  a r e  n o t  s t a t e  e m p l o y e e s  a n d  t h e r e f o r e ,  

a r e  e m p l o y e d  u n d e r  s e p a r a t e  c o r p o r a t e  p e r s o n n e l  p o l i c i e s .  A l l  

p r o f e s s i o n a l  e m p l o y e e s  o f  t h e  c o r p o r a t i o n  a r e  e m p l o y e d  o n  a n  " a t  

w i l l "  b a s i s .  T h e  c o n c e p t  o f  t h e  C P O  w h i c h  r e q u i r e s  a p p o i n t m e n t  t o  

a  f i x e d  t e r m  o f  o f f i c e  a n d  r e m o v a l  f r o m  t h a t  o f f i c e  o n l y  f o r  c a u s e  

i s  m e a n i n g l e s s  t o  t h e  c o r p o r a t i o n .  A d d i t i o n a l l y ,  t h e  C P O  i s  a  

p o s i t i o n  w h i c h  i s  a p p o i n t e d  b y  t h e  C o m m i s s i o n e r  o f  A d m i n i s t r a t i o n

R P R

- I  

• -i

J J

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

s t a t e  a g e n c i e s  t o  i n s u r e  p r o p e r  a c c o u n t a b i l i t y  o f  p u b l i c  f u n d s ,  

a n d  f a i r n e s s  a n d  e q u a l i t y  i n  p u r c h a s i n g  d e c i s i o n s .  A R R C  d o e s  n o t  

r e c e i v e  a n y  p u b l i c  f u n d s  a n d  i n  f a c t ,  a s  y o u  c o r r e c t l y  p o i n t e d  o u t ,  

i s  n o t  a  s t a t e  a g e n c y  f o r  t h e  p u r p o s e s  o f  t h e  p r o c u r e m e n t  c o d e .

H o w e v e r ,  A R R C  i s  f u l l y  c o g n i z a n t  o f  i t s  u n i q u e  r o l e  a s  a  q u a s i ­

p r i v a t e  c o r p o r a t i o n  a n d  i s  p a r t i c u l a r l y  c o n c e r n e d  w i t h  t h e  i m a g e  

i t  p r o j e c t s .  A s  a  r e s u l t ,  A R R C  h a s  e s t a b l i s h e d  a n  a p p r o v a l  p r o c e s s  

w h i c h  i s  r e c o g n i z e d  a n d  a c c e p t e d  i n  t h e  b u s i n e s s  w o r l d  a n d  w h i c h  

m e e t s  t h e  t e s t  o f  e q u i v a l e n c y  t o  t h e  c o n c e p t  o f  t h e  s t a t e  C P O .  A l l  

p u r c h a s i n g  d e c i s i o n s  a r e  p l a c e d  a t  t h e  l e v e l  w h e r e  t h e  a c t u a l  n e e d  

f o r  t h e  s e r v i c e  o r  m a t e r i a l  e x i s t s .  T h e  r e q u e s t  t o  p r o c u r e  s u c h  

i t e m s  i s  i n  s t r i c t  a c c o r d a n c e  w i t h  t h e  c o r p o r a t e  A p p r o v a l  A u t h o r i t y  

G u i d e  ( a t t a c h e d )  w h i c h  e s t a b l i s h e s  d o l l a r  l i m i t s  w i t h i n  t h e  

o r g a n i z a t i o n  f o r  p u r p o s e s  o f  c o n t r o l .  T h e  a c t u a l  p r o c e s s  o f  

o b t a i n i n g  b i d s ,  p r o p o s a l s ,  c o n t r o l l i n g  t h e  a w a r d i n g  o f  c o n t r a c t s  

a n d  t h e  f i n a l  s i g n a t o r y  r e s p o n s i b i l i t y  r e s t s  w i t h i n  t h e  C o n t r a c t s  

B r a n c h .  A n y  r e q u e s t  f o r  a n  A l t e r n a t i v e  P r o c u r e m e n t  M e t h o d  m u s t  b e  

a p p r o v e d  b y  t h e  C o n t r a c t s  B r a n c h  a n d ,  i n  t h e  e v e n t  o f  a  r e q u e s t  f o r  

s o l e  s o u r c e  p r o c u r e m e n t ,  o n l y  t h e  C o n t r a c t s  B r a n c h  m a y  a p p r o v e  a  

f i n d i n g  a n d  d e t e r m i n a t i o n  o f  j u s t i f i c a t i o n .  H e n c e ,  t h e  m a i n  c o n c e r n  

o f  t h e  l e g i s l a t i o n  s u r r o u n d i n g  t h e  c o n c e p t  o f  t h e  C P O ,  t h a t  o f  

a c c o u n t a b i l i t y ,  c o n t r o l  a n d  o b j e c t i v i t y ,  i s  m e t  b y  t h e  p r o c e s s  

c u r r e n t l y  i n  p l a c e  a t  A R R C .

I  m u s t  a l s o  t a k e  e x c e p t i o n  t o  y o u r  e q u a t i n g  t h e  A l a s k a  R a i l r o a d  

C o r p o r a t i o n ' s  p r o c u r e m e n t  m e t h o d o l o g y  w i t h  t h a t  o f  t h e  A l a s k a  S t a t e  

B u i l d i n g  A u t h o r i t y .  W i t h  t h e  e x c e p t i o n  o f  t h e  A l a s k a  P e r m a n e n t  

F u n d ,  t h e r e  i s  n o  s t a t e  a g e n c y ,  t o  m y  k n o w l e d g e ,  w h i c h  i s  c h a r g e d  

w i t h  t h e  s p e c i f i c  m i s s i o n  o f  o p e r a t i n g  o n  a  s e l f - s u s t a i n i n g  b a s i s ,  

f o r  p r o f i t ,  a n d  i n  a s  c o m p e t i t i v e  a n  e n v i r o n m e n t  a s  t h e  A l a s k a  

R a i l r o a d .  O f  n e c e s s i t y ,  o u r  p o l i c i e s  a n d  p r o c e d u r e s  m u s t  b e  

t a i l o r e d  d i f f e r e n t l y .

W e  f u l l y  a d o p t  y o u r  p o s i t i o n  t h a t  A R R C  s h o u l d  s e e k  l e g i s l a t i v e  

r e m e d y .  W e  a p p r e c i a t e  t h e  d i f f i c u l t y  y o u  f i n d  i n  t r y i n g  t o  f i t  u s  

i n t o  a  m o l d  w h i c h  i s  c a s t  s e p a r a t e l y  f r o m  o t h e r  e x e c u t i v e  b r a n c h  

a g e n c i e s .  T o  t h a t  e n d ,  a m e n d m e n t s  t o  t h e  s t a t e  p r o c u r e m e n t  c o d e  

h a v e  b e e n  i n t r o d u c e d  w h i c h  w o u l d  m a k e  m o r e  e x p l i c i t  t h e  p r o c u r e m e n t  

m e t h o d o l o g y  w h i c h  A 1 R C  c a n  u t i l i z e .

I  h a v e  a l s o  a t t a c h e d  a  c o p y  o f  a  l e t t e r  d a t e d  1 5  D e c e m b e r  1 9 8 8  t o  

y o u r  d i v i s i o n  w h i c h  m o r e  f u l l y  e x p l a i n s  A R R C ' s  p o s i t i o n  o n  t h e s e  

m a t t e r s .  I  b e l i e v e  t h i s  d o c u m e n t  s h o u l d  b e  p a r t  o f  t h e  r e c o i l  

w h i c h  g o e s  f o r t h  t o  t h e  e n t i r e  L e g i s l a t i v e  B u d g e t  a n d  A u d i t  

C o m m i t t e e .
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I n  c l o s i n g ,  I  w a n t  t o  p e r s o n a l l y  r e i t e r a t e  A R R C ' s  t o t a l  c o m m i t m e n t  

t o  a  f a i r ,  e q u i t a b l e  a n d  a c c o u n t a b l e  p r o c u r e m e n t  p r o c e s s .  W e  

c a n n o t  e x p e c t  t o  s u r v i v e  a n d  b e  s u c c e s s f u l  i n  t h e  b u s i n e s s  w o r l d  

u n l e s s  w e  h a v e  t h e  t r u s t  a n d  r e s p e c t a b i l i t y  o f  n o t  o n l y  o u r  

c u s t o m e r s  b u t  a l s o  t h a t  o f  o u r  s u p p l i e r s .

O n c e  a g a i n ,  t h a n k  y o u  f o r  y o u r  c o n s i d e r a t i o n  o f  o u r  r e s p o n s e .

S i n c e r e l y ,

P r e s i d e n t  & C h i e f  E x e c u t i v e  O f f i c e r

c c :  M . J .  Y e t t e r ,  V i c e  P r e s i d e n t ,  F i n a n c e ,  A R R C

B .  E .  C a r r ,  M a n a g e r ,  F i n a n c i a l  S e r v i c e s ,  A R R C  

W . R .  H u p p r i c h ,  S e n i o r  B u s i n e s s  A t t o r n e y ,  A R R C

a t t
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P . O .  B o x  7 - 2 1 1 1  • A n c h o r a g e ,  A l a s k a  9 9 5 1 0 - 7 0 6 9

A n c h o r a g e ,  A l a s k a  

D e c e m b e r  1 5 ,  1 9 8 8

M s .  C o n n i e  E i d s o n - S m i t h  

S e n i o r  A u d i t o r

D i v i s i o n  o f  L e g i s l a t i v e  A u d i t  

P . O .  B o x  W

J u n e a u ,  A l a s k a  9 9 8 1 1 - 3 3 0 0

D e a r  M s .  S m i t h :

T h a n k  y o u  f o r  t h e  o p p o r t u n i t y  t o  r e s p o n d  t o  y o u r  i n t e r i m  

f i n d i n g s  r e l a t i n g  t o  y o u r  r e c e n t  r e v i e w  o f  t h e  A l a s k a  R a i l r o a d  

C o r p o r a t i o n  ( A R R C )  p r o c u r e m e n t  r e g u l a t i o n s  a n d  3  p r o f e s s i o n a l  

s e r v i c e  c o n t r a c t s .  I  u n d e r s t a n d  t h i s  a u d i t  i s  p a r t  o f  a  l a r g e r  

a u d i t  e f f o r t  d i r e c t e d  b y  t h e  B u d g e t  a n d  A u d i t  C o m m i t t e e  t o w a r d s  

a l l  q u a s i - p u b l i c  c o r p o r a t i o n s  i n  t h e  e x e c u t i v e  b r a n c h .

I n  r e s p o n s e  t o  y o u r  r e c o m m e n d a t i o n  t h a t  A R R C  s h o u l d  a d o p t  

p r o c e d u r e s  s u b s t a n t i a l l y  e q u i v a l e n t  t o  t h e  p r o c e d u r e s  p r e s c r i b e d  

i n  A . S .  3 6 . 3 0 . ,  p l e a s e  b e  a d v i s e d  t h a t  A R R C  h a s  a l r e a d y  a d o p t e d  

s u c h  r u l e s .  O u r  l e g a l  d e p a r t m e n t  t o o k  t h e  l e a d  b y  w r i t i n g  t h e  

r u l e s  w h i c h  w e r e  a d o p t e d  b y  t h e  A R R C  B o a r d  o f  D i r e c t o r s  o n  A p r i l  

2 1 ,  1 9 8 8 .  T h e s e  a r e  t h e  s a m e  r u l e s  t h a t  y o u  r e v i e w e d  i n  y o u r

c o m p l i a n c e  a u d i t .  Y o u r  c o n c l u s i o n  t h a t  o u r  r u l e s  a r e  n o t  

" s u b s t a n t i a l l y  e q u i v a l e n t "  t o  t h e  S t a t e  c o d e  a p p e a r s  t o  b e  b a s e d  

o n  y o u r  d e t e r m i n a t i o n  t h a t  o u r  P r e s i d e n t  & C h i e f  E x e c u t i v e  

O f f i c e r  i s  t h e  " C h i e f  P r o c u r e m e n t  O f f i c e r "  ( C P O )  f o r  t h e  

C o r p o r a t i o n  a n d  t h a t  a s  a  c o n s e q u e n c e ,  h e  m u s t  p e r s o n a l l y  

a p p r o v e  a l l  S o l e  S o u r c e  C o n t r a c t s  a n d  h e  m a y  n o t  d e l e g a t e  t h i s  

a u t h o r i t y .  B e c a u s e  A R R C  r u l e s  a l l o w  a  p r o c u r e m e n t  o f f i c e r  t o  

a p p r o v e  a  s o l e  s o u r c e  d e t e r m i n a t i o n ,  y o u  c o n c l u d e d  t h a t  t h e  

e n t i r e  b o d y  o f  p r o c u r e m e n t  r u l e s  a d o p t e d  b y  t h e  A R R C  b o a r d  a r e  

n o t  " s u b s t a n t i a l l y  e q u i v a l e n t "  t o  t h e  p r o c e d u r e s  f o u n d  i n  A S  

3 6 . 3 0 .

I  b e l i e v e  t h a t  d u e  t o  t h e  s h o r t  p e r i o d  o f  t i m e  g i v e n  t o  a u d i t  

t h e  c o r p o r a t i o n ,  y o u  d i d  n o t  h a v e  s u f f i c i e n t  t i m e  t o  a d e q u a t e l y  

c o n s i d e r  a l l  o f  t h e  l e g a l  a n d  f a c t u a l  c i r c u m s t a n c e s  s u r r o u n d i n g  

t h e  c r e a t i o n  a n d  c o n t i n u e d  o p e r a t i o n  o f  t h e  c o r p o r a t i o n  a n d  h o w  

t h e  s a m e  a f f e c t  A R R C ' s  p r o c u r e m e n t  f u n c t i o n .  T h e s e  

c i r c u m s t a n c e s  i n c l u d e  A S  4 2 . 4 0 .  ( A l a s k a  R a i l r o a d  C o r p o r a t i o n  A c t  

( A R C A ) )  a n d  t h e  p r o c u r e m e n t  c o d e  i t s e l f  w h i c h  e x e m p t s  t h e  

c o r p o r a t i o n  f r o m  t h e  r u l e s  a p p l i c a b l e  t o  o t h e r  e x e c u t i v e  b r a n c h  

a g e n c i e s .  I  w i l l  a d d r e s s  e a c h  o f  t h e s e  i s s u e s  s e p a r a t e l y  t o  

g i v e  y o u  a  b e t t e r  u n d e r s t a n d i n g  o f  t h e  c o r p o r a t i o n ' s  p o s i t i o n .

- 3 7 -
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1 .  T h e  S t a t e  P r o c u r e m e n t  C o d e  g o v e r n s  t h e  p r o c u r e m e n t  p r o c e d u r e s  

f o r  s t a t e  a g e n c i e s  a n d  n o t  t h e  A l a s k a  R a i l r o a d .  T h e  S t a t e

P r o c u r e m e n t  C o d e  w a s  a d o p t e d  b y  t h e  l e g i s l a t u r e  f o r  t h e  e x p r e s s  

p u r p o s e  o f  c e n t r a l i z i n g ,  c o o r d i n a t i n g  a n d  r e g u l a t i n g  t h e  

p r o c u r e m e n t  o f  s u p p l i e s ,  s e r v i c e s  a n d  p r o f e s s i o n a l  s e r v i c e s  b y  

s t a t e  a g e n c i e s .  A  l e v i e w  o f  t h e  g e n e r a l  s c h e m e  a n d  a c t u a l  

p r o v i s i o n s  o f  t h e  c o d e  c o n f i r m s  t h a t  t h e  l i t e r s 1  l a n g u a g e  o f

t h e  c o d e  a p p l i e s  o n l y  t o  s t a t e  a g e n c i e s  a n d  n o t  t o

q u a s i - g o v e r n m e n t  e n t i t i e s  s u c h  a s  A R R C .  S e e  A S  3 6 . 3 0 . 9 9 0  w h e r e  

t h e  t e r m  " a g e n c y "  i s  d e f i n e d  t o  s p e c i f i c a l l y  e x c l u d e  t h e  A l a s k a  

R a i l r o a d  C o r p o r a t i o n .

A R R C ' s  e x e m p t i o n  f r o m  t h e  l i t e r a l  p r o v i s i o n s  o f  t h e  S t a t e  

P r o c u r e m e n t  C o d e  e v i d e n c e s  t h e  l e g i s l a t u r e ' s  r e c o g n i t i o n  o f  

A R R C ' s  u n i q u e  s t a t u s .  P u r s u a n t  t o  A S  4 2 . 4 0 . 0 1 0 ,  A R R C  i s  a  

s t a t e  i n s t r u m e n t a l i t y  w h i c h  h a s  a  l e g a l  e x i s t e n c e

i n d e p e n d e n t  a n d  s e p a r a t e  f r o m  t h e  s t a t e  a n d ,  p u r s u a n t  t o  A S  

4 2 . 4 0 . 1 0 0 ( 8 ) ,  A R R C ' s  p r o c u r e m e n t  p r o c e d u r e s  a r e  r e q u i r e d  t o  b e  

i n  a c c o r d a n c e  w i t h  a c c e p t e d  R a i l r o a d  I n d u s t r y  S t a n d a r d s .

A R R C  i s  t h e  o n l y  p u b l i c  c o r p o r a t i o n  i n  t h e  S t a t e  o f  A l a s k a  w h i c h  

i s  s u b j e c t  t o  a  l e g i s l a t i v e  m a n d a t e  t o  b e  o p e r a t e d  a s  a  p r i v a t e ,  

s e l f - s u f f i c i e n t ,  f o r - p r o f i t  c o r p o r a t i o n .  I  m i g h t  a l s o  p o i n t  o u t  

t h a t  o t i r  f u n d s  a r e  g e n e r a t e d  f r o m  p r i v a t e  s e c t o r  r e s o u r c e s  a n d  

a r e  n o t  p u b l i c  f u n d s  a s  s t a t e d  i n  y o u r  l e t t e r .

B e c a u s e  o f  A R R C ' s  u n i q u e  s t a t u s ,  a n d  t h e  f a c t  t h a t  A R R C  d o e s  n o t  

r e c e i v e  a n y  s t a t e  a p p r o p r i a t i o n s ,  A R R C ' s  p r o c u r e m e n t  f u n c t i o n  

m u s t  b e  v i e w e d  j . n  t h e  l i g h t  o f  i t s  o v e r a l l  m i s s i o n  a n d  n o t  b y  

a n y  s p e c i f i c  S t a t e  s t a t u t e s  o r  r e g u l a t i o n s  t h a t  p e r t a i n  t o  

s t a t e  a g e n c i e s .  C o n s e q u e n t l y ,  t h e  " s u b s t a n t i a l l y  e q u i v a l e n t "  

r e q u i r e m e n t  w h i c h  y o u  h a v e  c i t e d  f r o m  A S  3 6 . 3 0 . 0 1 5 ( e )  m u s t  b e  

i n t e r p r e t e d  i n  c o n j u n c t i o n  w i t h  t h e  r e q u i r e m e n t s  o f  t h e  A l a s k a  

R a i l r o a d  C o r p o r a t i o n  A c t  ( A R C A )  a n d  t h e  f e d e r a l  A l a s k a  R a i l r o a d  

T r a n s f e r  A c t  ( A R T A ) , 4 5  U S C  1 2 0 1  e t  s e q .  W h e n  t h e  " s u b s t a n t i a l l y  

e q u i v a l e n t "  p r o v i s i o n  i s  a n a l y z e d  i n  t h i s  c o n t e x t ,  i t  b e c o m e s  

c l e a r  t h a t  m a n y  o f  t h e  p r o v i s i o n s  o f  t h e  s t a t e  p r o c u r e m e n t  c o d e  

s i m p l y  d o  n o t  a p p l y  t o  A R R C .

Y o u r  s t a t e m e n t  t h a t  A R R C ' s  C E O  h a s  b e e n  a p p o i n t e d  " C h i e f  

P r o c u r e m e n t  O f f i c e r "  ( C P O )  p u z z l e s  m e .  T h e  p o s i t i o n  o f  " C P O "  

d o e s  n o t  e x i s t  a t  A R R C .  O u r  B o a r d  h a s  n e v e r  m a d e  s u c h  a n  

a p p o i n t m e n t  a n d  f u r t h e r ,  i t  i s  n o t  r e q u i r e d  t o  d o  s o .  U n d e r  A S  

3 6 . 3 0 . 0 1 0 ,  t h e  " C P O "  i s  a  p e r s o n  a p p o i n t e d  b y  t h e  c o m m i s s i o n e r  

o f  a d m i n i s t r a t i o n  t o  a  p a r t i a l l y  e x e m p t  p o s i t i o n  f o r  a  f o u r  y e a r  

t e r m .  T h e  C P O  i s  r e s p o n s i b l e  f o r  s u p e r v i s i n g  a n d  c o o r d i n a t i n g  

p r o c u r e m e n t  b y  a l l  s t a t e  a g e n c i e s .  A s  i n d i c a t e d  a b o v e ,  A R R C
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i s  n o t  a  s t a t e  a g e n c y .  C o m m o n  s e n s e  d i c t a t e s  t h a t  n e i t h e r  t h e  

c o n c e p t  o f  a  " C P O "  n o r  t h e  d u t i e s  s p e c i f i e d  i n  A S  3 6 . 3 0 . 0 1 0  

h a v e  a n y  a p p l i c a b i l i t y  t o  A R R C .  I f  t h e  l e g i s l a t u r e  h a d  i n t e n d e d  

A R R C  t o  h a v e  a  " C P O " ,  t h e y  w o u l d  h a v e  s a i d  s o  j u s t  a s  t h e y  d i d  

f o r  t h e  U n i v e r s i t y  o f  A l a s k a  i n  A S  3 6 . 3 0 . 0 0 5 ( c ) ( 3 ) .

2 .  A R R C  m a y  d e l e g a t e  s o l e  s o u r c e  p r o c u r e m e n t  r e s p o n s i b i l i t y  t o  

i t s  p r o c u r e m e n t  s e c t i o n .  A S  4 2 . 4 G . 1 0 0  c h a r g e s  t h e  B o a r d  o f  

D i r e c t o r s  w i t h  t h e  m a n a g e m e n t  o f  t h e  c o r p o r a t i o n  a n d  a u t h o r i z e s  

t h e  b o a r d  t o  d e l e g a t e  d a y  t o  d a y  r e s p o n s i b i l i t y  o f  m a n a g i n g  t h e  

c o r p o r a t i o n  t o  t h e  C h i e f  E x e c u t i v e  O f f i c e r  a n d  h i s  d e s i g n e e s .  

A R R C ' s  A p p r o v a l  A u t h o r i t y  G u i d e  ( A A G )  r e p r e s e n t s  t h a t  d e l e g a t i o n  

o f  a u t h o r i t y .  T h e  A A G  a u t h o r i z e s  v a r i o u s  c o r p o r a t e  e m p l o y e e s  

t o  a p p r o v e  r e q u e s t s  f o r  s o l e  s o u r c e  c o n t r a c t s .  N o t w i t h s t a n d i n g  

a n y  d e l e g a t i o n  o f  a u t h o r i t y ,  n o  c o n t r a c t  c a n  b e  e x e c u t e d  w i t h o u t  

b e i n g  r e v i e w e d  a n d  a p p r o v e d  b y  A R R C ' s  p r o c u r e m e n t  s e c t i o n .  T h e  

A A G  e s t a b l i s h e s  d o l l a r  l i m i t s  w i t h i n  w h i c h  e a c h  d e s i g n e e  c a n  

a u t h o r i z e  t h e  p r o c u r e m e n t  s e c t i o n  t o  p r o c e e d  w i t h  t h e  p r o p e r  

e x e c u t i o n  o f  a  c o n t r a c t  w i t h  a  v e n d o r .  T h e  c o n c e p t  o f  t h e  

" C h i e f  P r o c u r e m e n t  O f f i c e r "  w h i c h  i s  e m b o d i e d  i n  t h e  S t a t e  

p r o c u r e m e n t  c o d e  e n s u r e s  t h a t  s t a t e  a g e n c i e s  a r e  n o t  o p e r a t i n g  

a u t o n o m o u s l y .  A R R C  p r o c u r e m e n t  r u l e s  a n d  A A G  a c c o m p l i s h  t h e  

s a m e  t h i n g  t h u s  e n s u r i n g  w e  a r e  s u b s t a n t i a l l y  e q u i v a l e n t  t o  t h e  

c o d e .

3 .  A R R C ' s  P r o c u r e m e n t  R u l e s  a r e  s u b s t a n t i a l l y  e q u i v a l e n t  t o  t h e  

p r o c e d u r e s  p r e s c r i b e d  i n  t h e  S t a t e  P r o c u r e m e n t  C o d e .  A s  

p r e v i o u s l y  m e n t i o n e d ,  A R R C ' s  l e g a l  d e p a r t m e n t  w r o t e  t h e  

p r o c u r e m e n t  r u l e s  w h i c h  w e r e  a d o p t e d  b y  t h e  b o a r d  o f  d i r e c t o r s .  

I n  t h e i r  o p i n i o n ,  t h e  r u l e s  m e e t  a n d  i n  f a c t  s u r p a s s  t h e  

r e q u i r e m e n t  o f  s u b s t a n t i a l  e q u i v a l e n c e .  T h e  v e r y  f a c t  t h e  

c o r p o r a t i o n  w a s  s p e c i f i c a l l y  e x c l u d e d  f r o m  t h e  d e f i n i t i o n  o f  

" a g e n c y "  b y  t h e  c o d e  i n d i c a t e s  a  l e g i s l a t i v e  i n t e n t  t h a t  t h e  

c o r p o r a t i o n  c o n t i n u e  t o  o p e r a t e  i n  a  m a n n e r  w h i c h  i s  c o n s i s t e n t  

w i t h  A R C A  a n d  A R T A .  A t  t h e  s a m e  t i m e ,  t h e  " s u b s t a n t i a l  

e q u i v a l e n c e "  l a n g u a g e  i n d i c a t e s  a  l e g i s l a t i v e  d e s i r e  t h a t  t h e  

c o r p o r a t i o n  a d o p t  r u l e s  w h i c h  f u l f i l l  t h e  p u r p o s e  o f  t h e  

p r o c u r e m e n t  c o d e ,  t h a t  b e i n g  h o n e s t ,  f a i r  a n d  e q u i t a b l e  

p r o c u r e m e n t  p r o c e d u r e s .  T h e  l e g i s l a t u r e  d i d  n o t  r e q u i r e  t h e  

c o r p o r a t i o n  t o  a d o p t  t h e  s a m e  r u l e s  a n d  p r o c e d u r e s  a s  s t a t e  

a g e n c i e s  b e c a u s e  t h e y  r e c o g n i z e d  t h e  u n i q u e  s t a t u s  a n d  f u n c t i o n  

o f  t h e  C o r p o r a t i o n .

N o t w i t h s t a n d i n g  t h e  f o r e g o i n g ,  a  c a r e f u l  r e v i e w  o f  A R R C ' s  r u l e s  

w i l l  r e v e a l  t h a t  m o s t  o f  t h e  r u l e s  a r e  v i r t u a l l y  t h e  s a m e  a s  

t h o s e  i n  t h e  S t a t e  p r o c u r e m e n t  c o d e .  T h e  o n l y  d i f f e r e n c e s  a r e  

i n  t h o s e  a r e a s  w h e r e  a  r u l e  c o n f l i c t e d  o r  i n t e r f e r e d  w i t h  t h e

- 3 9 -
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c o r p o r a t i o n ' s  m a n d a t e  u n d e r  A R C A  a n d  A R T A  a n d  t h o s e  p r o v i s i o n s  
w h i c h ,  o n  t h e i r  f a c e ,  w e r e  c l e a r l y  o n l y  a p p l i c a b l e  t o  a  s t a t e  
a g e n c y .  H o w e v e r ,  e v e n  i n  a r e a s  w h e r e  o u r  r u l e s  d i f f e r ,  o u r  r u l e s  
c o m p l y  w i t h  b o t h  t h e  s p i r i t  a n d  p u r p o s e  o f  t h e  c o d e .

I w o u l d  a l s o  l i k e  t o  p o i n t  o u t  t h a t  w e  h a v e  h a d  d i s c u s s i o n s  

w i t h  o f f i c i a l s  i n  t h e  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  a n d  t h e  
A t t o r n e y  G e n e r a l ' s  o f f i c e  a n d  t h e  i s s u e  o f  s u b s t a n t i a l  
e q u i v a l e n c e  o f  o u r  r u l e s  h a s  n o t  b e e n  q u e s t i o n e d .  F u r t h e r ,  a s  I 
a m  s u r e  y o u  a r e  a w a r e ,  t h e  A n c h o r a g e  o f f i c e  o f  y o u r  d i v i s i o n  h a s  
h a d  a  c o p y  o f  o u r  r u l e s  s i n c e  s h o r t l y  a f t e r  t h e i r  a d o p t i o n .  W e  

h a v e  h a d  n o  i n d i c a t i o n  o f  c o n c e r n  e x p r e s s e d  a s  t o  t h e  
s u b s t a n t i a l  e q u i v a l e n c e  o f  o u r  r u l e s  f r o m  t h a t  o f f i c e  e i t h e r .

I n  c o n c l u s i o n ,  I a p p r e c i a t e  t h e  o p p o r t u n i t y  t o  r e p l y  t o  y o u r  
i n t e r i m  l e t t e r  a n d  I a m  s u r e  y p u  c a n  s e e  t h a t  t h e  r e c o m m e n d a t i o n  
y o u  h a v e  m a d e  i s  u n n e c e s s a r y .  I l o o k  f o r w a r d  t o  d i s c u s s i n g  a n y  
f u r t h e r  q u e s t i o n s  y o u  m a y  h a v e  b e f o r e  y o u  i s s u e  y o u r  f i n a l  
l e t t e r .

S i n c e r e l y ,

F. G. T u r p i n
P r e s i d e n t  & C h i e f  E x e c u t i v e  O f f i c e r
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Routine Temporary Delegation

C ; ’ - '  •

‘£vh •••*•* •' To? Manager, Accounting
>' ir«

: ■. . ■ 
V - - ' 1 <" ■ '•;;r-%'*r ■v. ■ • .r/ ' ■

• /.From:%  f a : ■: : • ' ' ■  (Signed)

; * *' ' '

J W i ’- . ■'■-v;' v •: .■•••. . ■ . ;*;< * 5
'«•; v vvr*' c a t w * • will be out of the office from

through
,• ,1.. ‘i.
; to ____

as

inclusive. During this time, I delegate 

_  the authority of m y  position 

for routine items as designated in the Approval

Authority Guide.

cc: Distribution B or Human Resources, Accounting, Supply, Procurement, and 

Administrative Services

Full Temporary Delegation

To: Manager, Accounting

From:

(Signed)

I will be out of the office from _

through____________________ inclusive. During this time, I request the full

authority of m y  position as____________________________be delegated

to  _____________

Approved by:

cc: Distribution B or Human Resources, Accounting, Supply, Procurement, and 

Administrative Services

— A. 2 -
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Policy
T h e  B o a r d  o f  D i r e c t o r s  h a s  d e le g a t e d  t o  t h e  P r e s id e n t  o f  t h e  A l a s k a  R a i l r o a d  t h e  

a u t h o r i t y  n e c e s s a r y  t o  c o n d u c t  th e  d a y - t o - d a y  b u s i n e s s  o f  t h e  c o m p a n y ,  
in c lu d in g  th e  P r e s i d e n t s '  c a p a c i t y  t o  d e le g a t e  to  s p e c i f i c  p o s i t io n s  w i t h i n  t h e  
c o m p a n y  t h e  a u t h o r i t y  t o  a p p r o v e  c e r t a i n  b u s in e s s  a c t i o n s .  T h e  f o r m a l  
d e le g a t io n  o f  a u t h o r i t y  i s  e f f e c t e d  t h r o u g h  th e  P r e s i d e n t 's  a p p r o v a l  o f  a n  
a p p r o v a l  a u t h o r i t y  g u id e  ( " T h e  G u id e " )  w h i c h  s p e c i f i e s  t h e  a u t h o r i t i e s  g r a n t e d  t o  

e a c h  p o s i t io n .  T h e  g u id e  i n c o r p o r a t e s  t h e  a u t h o r i t i e s  s p e c i f i c a l l y  d e le g a t e d  b y  
th e  B o a r d  o f  D i r e c t o r s  t o  t h e  P r e s id e n t  a n d  t o  th e  P r e s i d e n t 's  d e le g a t io n  t o  t h e  
C o r p o r a t e  M a n a g e r s .  A l l  c h a n g e s  to  t h e  A p p r o v a l  A u t h o r i t y  G u id e  w i l l  b e  

e n d o r s e d  b y  t h e  V i c e  P r e s i d e n t - F i n a n c e  a n d  b y  t h e  P r e s i d e n t .

Rasponsibilities
A  b a s i c  p r e m i s e  o f  t h e  a b o v e  p o l i c y  i s  t h a t  d e le g a t e d  a u t h o r i t y  b e a r s  w i t h  i t  a  
c o r r e s p o n d in g  o b l ig a t io n  t o  e x e r c i s e  s o u n d  d i s c r e t i o n  a n d  g o o d  b u s in e s s  
ju d g m e n t .  A n y  a c t i o n  b e in g  c o n s id e r e d  f o r  a p p r o v a l  m u s t  b e  n e c e s s a r y  a n d , f o r  
f i n a n c i a l l y  o r i e n t e d  a c t i o n s ,  w i t h i n  t h e  a p p ro v e d  o p e r a t in g  b u d g e t .  G o o d  
i n t e r n a l  c o n t r o l  d i c t a t e s  t h a t  t h e  l i m i t a t i o n s  o f  a u t h o r i t y  s e t  f o r t h  in  t h i s  g u id e  
b e  c o m p lie d  w i t h  b y  a l l  c o n c e r n e d .  T h e r e  c a n  b e  n o  d e v i a t i o n s  f r o m  t h e  
e s t a b l i s h e d  a u t h o r i t y  l e v e l s  w i t h o u t  t h e  f o r m a l  a p p r o v a l  o f  t h e  P r e s i d e n t .

B e c a u s e  o f  t h e  n e e d  f o r  p r o m p t  h a n d lin g  o f  c o m p a n y  b u s in e s s  a n d  t o  a v o id  

u n n e c e s s a r y  d e l a y s ,  e a c h  i n c u m b e n t  i s  r e s p o n s ib le  f o r  b e c o m in g  f a m i l i a r  w i t h  t h e  
p o l i c y  a n d  p r o c e d u r e s  g o v e r n in g  a p p r o v a l  a u t h o r i t y  a n d  t h e  a u t h o r i t y  e l e m e n t s  

a n d  l i m i t s  d e le g a t e d  t o  h i s / h e r  p o s i t io n  In c lu d in g  t h e  e n d o r s e m e n t s ,  i f  a n y ,  
r e q u ir e d  p r i o r  t o  a p p r o v a l  o f  c e r t a i n  a c t i o n s .

L i m i t a t i o n s

A p p r o v a l  a u t h o r i t y  is; l i m i t e d  b y  t h e  s c o p e  o f  r e s p o n s i b i l i t y  a s s o c i a t e d  w i t h  t h e  

r e l a t e d  p o s i t i o n .  A c c o r d i n g l y ,  a p p r o v a l  a u t h o r i t y  d o e s  n o t  g e n e r a l  c r o s s  
d e p a r t m e n t a l  o r  d i v i s i o n a l  l i n e s .  F u r t h e r ,  u n le s s  o t h e r w i s e  s p e c i f i c a l l y  
in d ic a t e d ,  i n c u m b e n t s  d o  n o t  h a v e  t h e  a u t h o r i t y  to  a p p r o v e  a n y  a c t i o n  in  t h e i r  
o w n  b e h a l f .

P r o v i s i o n s  in  B a r g a i n i n g  U n it  A g r e e m e n t s  m a y  o v e r r id e  a n y  s e c t i o n .

T e m p o r a r y  D e le g a t io n

T h e  I n c u m b e n t  M a n a g e r  w i l l  a p p r o v e  t e m p o r a r y  d e le g a t io n  o f  a u t h o r i t y .  W h e re  

a b s e n c e  is  k n o w n  t o  e x c e e d  o n e  w e e k  o r  w h e r e  th e  n e x t  h ig h e r  p o s i t io n  w i l l  n o t  

b e  a v a i l a b l e  f o r  a p p r o v a l s ,  a u t h o r i t y  c a n  b e  d e le g a t e d  b y  t h e  I n c u m b e n t  M a n a g e r  
to  a n o t h e r  p o s i t i o n  n o r m a l l y  r e p o r t in g  to  t h e  in c u m b e n t .

T h e  a u t h o r i t y  d e le g a t e d  to  e a c h  p o s it io n  w i l l  b e  b a s e d  o n  t h e  jo b  s c o p e  a n d  

a p p r o v a l  r e q u i r e m e n t s  a c t u a l l y  n e c e s s a r y  t o  c o n d u c t  d a y - t o - d a y  b u s i n e s s .

F o r  t e m p o r a r y  d e le g a t io n s  o f  D e p a r t m e n t  M a n a g e r s  a n d  s u b o r d in a t e s  s e e  
p r o c e d u r e  o n  p a g e  3 .
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A n y  q u e s t i o n s  r e g a r d in g  i n t e r p r e t a t i o n  o f  t h i s  g u id e  s h o u ld  b e  d i r e c t e d  t o  t h e  

M a n a g e r ,  A c c o u n t i n g .

Legend:

k $000

M  $ 0 0 0 ,0 0 0
A  H a s  a u t h o r i t y
E  E n d o r s e m e n t  w i t h i n  a r e a  o f  r e s p o n s i b i l i t y  o r  r e q u i r e d  a s  n o t e d .

F  F i n a l  a p p r o v a l  w h e n  l i m i t s  in  t h e  A la s k a  R a i l r o a d  a r e  e x c e e d e d .

In terp re ta tions

D e f i n i t i o n s

A p p r o v e r  -  A n  i n c u m b e n t  o f  a  p o s i t io n  d e s ig n a t e d  a s  h a v i n g  a p p r o v a l  u n d e r  t h e  

g u id e . ( I t  i s  t h e  p o s i t io n ,  n o t  t h e  in c u m b e n t ,  w h i c h  c a r r i e s  t h e  a u t h o r i t y . )  
A p p r o v e r s  h a v e  t h e  r e s p o n s i b i l i t y  o f  e x e r c i s i n g  th e  a u t h o r i t y  o f  t h e i r  p o s i t io n s  in  
a c c o r d a n c e  w i t h  a l l  o f  t h e  r u l e s  g o v e r n in g  a p p r o v a l  a u t h o r i t y .

E n d o r s e r  -  A n  in c u m b e n t  o f  a  p o s i t io n  r e s p o n s ib le  f o r  t e c h n i c a l  r e v i e w  o f  a  

r e q u e s t .  E n d o r s e m e n t  i n d i c a t e s  a g r e e m e n t  w it h  a n d  s u p p o r t  o f  t h e  t e c h n i c a l  
a s p e c t s  o f  a n  a c t i o n  r e l a t e d  t o  t h e  c o r p o r a t e  r e s p o n s i b i l i t i e s  o f  t h e  E n d o r s e r  
( e .g . ,  t h e  L e g a l  D e p a r t m e n t  r e v i e w s  a n d  e n d o r s e s  t h e  le g a l  la n g u a g e  o f  a  
c o n t r a c t . )  T h e  e n d o r s e r ,  t h e r e f o r e ,  i s  u s u a l l y  in  a  s t a f f  d e p a r t m e n t  s u c h  a s  
L e g a l ,  A c c o u n t i n g ,  P r o c u r e m e n t ,  a n d  H u m a n  R e s o u r c e .  E n d o r s e m e n t  m u s t  b e  
o b t a in e d  p r i o r  t o  f i n a l  a p p r o v a l .

T e m p o r a r y  D e le g a t io n s  P r o c e d u r e s

T h e r e  a r e  t w o  t y p e s  o f  t e m p o r a r y  d e le g a t io n s  -  " R o u t i n e "  a n d  " F u l l . "

A  " R o u t i n e "  t e m p o r a r y  d e le g a t io n  c a n  b e  m a d e  b y  p r o v i d i n g  w r i t t e n  n o t ic e  to  

A c c o u n t i n g .  T h e  p u r p o s e  o f  t h i s  t y p e  o f  d e le g a t io n  i s  t o  a l l o w  f o r  r o u t in e  
b u s in e s s  i n  t h e  a b s e n c e  o f  a n  in c u m b e n t .  I t e m s  o f  a  n o n - r o u t i n e  n a t u r e  m a y  n o t  
b e  a p p r o v e d  u n d e r  t h i s  t y p e  o f  t e m p o r a r y  d e le g a t io n .  A u t h o r i t y  e l e m e n t s  w h ic h  
c a n  b e  d e le g a t e d  o n  a  r o u t i n e  b a s i s  in c lu d e  th e  f o l l o w i n g  s e c t i o n  a n d  o r  
s p e c i f i c a l l y  i d e n t i f i e d  a p p r o v a l  a u t h o r i t y  l in e  i t e m s .

C o n t r a c t s  a n d  L e t t e r s  o f  A g r e e m e m t

A p p r o v e  C o n t r a c t o r  T i m e  S h e e t s  ( F o r  R e i m b u r s e m e n t )

P u r c h a s i n g  

( A p p r o v e d  B u d g e t )

T r a n s p o r t a t i o n  

( A p p r o v e d  B u d g e t )

Page 2
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Routine

Disbursements

Organization and Personnel

Approve Alaska Railroad Time Cards 
Authorize Overtime

A "Full" delegation is to be used for non-routine absences (generally in excess of 
two weeks.) Such a delegation carries with it the full authority of the incumbent 
and requires the advance written approval of the immediate supervisor of the 
individual whose authority is being delegated. After securing this approval, 
Accounting must be notified of the delegation in writing.

Examples of memos which may be used to temporarily delegate authority on a 
"Routine" and "Full" basis are shown on the inside of the front cover.

Temporary delegation of authority may only be made for periods of one week or 
more except for the President and Vice Presidents who m a y  delegate their 
authority for any given period of time.

-46-
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A L A S K A  R A I L R O A D

CORPORATION

Budgets
A nnua l C a p it a l Budget F E E E E E
A nnua l O pe ra t in g  Budget F E E E E E
C h a r ita b le  Con tr ibu tions F E ( l)
A nnua l D iv is io na l/D epa rtm en ta l
O pera t ing  Budget F A/E(2) -* A A A
Long R ange P lans F E E E E E E

A u tho r iz a t io n  fo r Expend iture (AFE) (4)
C a p ita l A FE  (Approved Budget) F 500k(3) 100k 250k 100k 100k 50k 10k

R om  O verrun A 500k 25k 25k
Item s  N o t In  Budget F 100k 25k 25k

Expense A FE  (Approved Budget) A 100k 250k 250k 100k 100k 250k
D efe rred  A FE  for Design Work

Item  In  Approved Budget F 500k E E
Item  N o t in  Approved Budget F 100k E E

R e im bu rsab le  A fE F 500k E 250k
Budgeted Item s  Not S p e c if ic a lly
Id e n t if ie d

C a p ita l F 100k 25k 25k
Exponso A 100k A 100k 100k 100k

Em ergency  Expend itu re F 500k 25k 100k

.f«* ■ __
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Con tra c ts  & L e tte rs  o f Agreem ent (6) (15)
Request fo r C on tra c t 5M(5) lOOk/E 250k 100k 100k 25k 25k 5k 5k
Request fo r Profess ional S erv ice  C o n t ra c t

30 Months or Less (14) 2M(5) 5k 5k 5k 5k 5k 5k 5k 5k
O ve r  30 Months 2M(5) E E E E

Request fo r Lease (annual am ount)
36 Months or Less 5M{5) 100k 250k 100k 100k 20k
O ve r 36 Months 2M(5) 50k 100k 50k 50k 10k

Request fo r So le  Source C on tra c t
(Approved Budget) F 2M(5) 15k 25k 15k 15k 10k 25k lk lk
E xecu t io n  o f  H om e Sale Equ ity
Purchase A E
E xecu t io n  o f Con tracts A(7) 500k E
RIght-of-Way A Easements

A cq u is it io n  o f R-O-W Linder
A pproved A FE A E

Approve C on tra c to r T im e Sheets fo r
R e im bu rsem en t A A A A A A A A A
O b ta in  M anagem ent Aud it A E

Purchas ing (Approved Budget) (15)
lkM a te r ia l R eques it ions  (6) A 100k 250k 100k 100k 15k 25k 5k

Estab lish  BPO (6) A 100k 150k 100k 100k 15k 25k 5k lk
P .O .'s & Amendments (7) A 1M
Estab lish  FPO  Re leasor (25) A A A A A A A A A

Transporta tion (Approved Budget)
A utho r ize  Transportation - Business

and T ra in ing  (may approve ow n  T/A)
In tras ta te  (11) A A A A A A A A A
In ters ta te  (11) A A A A A A

Approve Use o f C harte r A irc ra ft A A
R a il Pass Issuance

A nnua l Pass A A A A
T r ip  Pass A A A A A A

Pacje 4
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ALASKA RAILROAD
C O R P O R A T I O N

Management
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Disbursement
Invoices

Covered by Contract A 100k 250k 100k 50k
Covered by P.O. (8)
Transportation - MILS A 150k 50k
Charter Aircraft A 10k 10k
Employment Service Fee A
Legal. Professional, Govomment A
Property Damage & Injury Claims(10) 500k 100k
All Other (Including Check Request

Without Invoice) 500k 10k 10k 10k 10k
Annuel Budgeted Cash
Contributions A(l)

Drafts
Right-Of-Way & Easements A E

Expense Accounts
Regular Travel, Training Travel.

<5 Business Expense A 5k 5k 5k 5k
Relocation A E E E

Expense Advances (U )
Regular Travel. Training Travel,

& Business Expense A 2k 2k 2k 2k
Relocation A E E E

Utility Bills A A A A A
Petty Cash Replenishment A 5k 5k lk lk
Payment of Texes A A
Insurance & Bond Premiums, Brokers,

Fees A A
Benefit Payments A

50k

I Ok

4k

Jk
2Sk/E

Ik
Sk/E

50k

100k
25k
2k

E

3k

lk

10k 5k

lk
lk

5oa

500

lk

500

500

Disposal o f Land, Materiel* & Equipment 
Materials & Equipment

Declare Excess to Department 
Declare Materials <5 Equipment 

Surplus (Book Value)
Approve Sales 
Execute Sales Agreement 
Sign Title Certlficete 

Land
Declare Excess to Comoany 
Approve Sales (18)

A A A A A A A
A 500k 1M

A 1M 500k E
A 500k
A A A

A E E E E E
E E E E E

Banking and Finance
Contract External Auditors A E E ' i i
Open, Close Bank Accou t A AEstablish Authorised Signature for

Bank Accounts A A
Transfer Funds A E
Request to Borrow Funds A 1M
Procure/Negotiate/Execute

Financial Instruments
Execute Master Loan Agreements A 1M E
Issuance of Railroad Bonds (19) E E E E
Establish Security for Bonds F E E E
Purchase Railroad Bonds A E
Establish Petty Cash Funds A A
Legislative Appropriation

of Grants (20) E E E
Litigation, Claims & Insurance

Anrwer and Appeal Claims against
ARRC A A/E

Settle Claims Against ARRC F 500k 5k 5k 20k/E
Corporate Claims Against Others

Initiate A A A A A/E
Settle A A A A A/E
Release of ARRC Claims A A A A A/E

Approve Insurance Coverage A E E
Acquire Insurance Coverage A A
Write O ff Bad Dsbts F 100k 25k E
Issue Customer Credits/Reduce

Invoices F 100k 25K
Pege 5



ALASKA RAILROAD
CORPORATION
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M anagem ent
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O rg an iza t io n  & Personnel 

O rg an iza t io n a l Changes
M a jo r Corpora te  R eo rg an iza t io n  (9) 
R eo rgan iza t io n  W ith in  D epa rtm en t (9) 
Sa le o f the  C o rpo ra t io n  (21) E

E s tab lish  or Change Com pany P o lic y  
Co rpo ra te  P o lic y  & By-Laws A
A dm in is tra t iv e  

A pprove Excep tions to P o lic y
Corpo ra te  A
A dm in is tra t iv e  

E s tab lish  o r Change Com pany  A pprova l 
A u tho r ity  A A pprova l L im it  (Approva l 

A u tho r ity  Gu ide) (9)
G ran t Powers of A tto rney  
G ran t A u tho r ity  to E xe cu te  Instrum ents 

on B eha lf o f R a ilro a d  
Em p loyee  B ene f it P rogram  (QualifiedX?) 
S ta ff in g

Approve P res iden t-CEO  A
Approve S ta ff in g  L o v e l (9)
Estab lish  New  P os it io n  (W ith 

Approved Leve l)  (9)
Approve Personne l R e qu is it io n  

(C u rren t ly  A uthorized) (9) 
R e q u is it io n  Tem porary Personne l (9) 

Personnel
O ffe r  Em p loym en t U nder Approved 

R equ is it io n  (9)
E xecu te  Em p loym en t C o n tra c t 
Approve Transfers o r C hange  o f 

Ass ignment W ith in  Approved 
S ta ff in g  (9)

Approve R e lo ca tio n s  
A u tho r ize  O ve r t im e  
Approve T im e  Cards 
Approve V aca t io n  C a rry  O ver 
A dvance Leave 
Salary A ctions

Non-Represented Em p loyees 
Salary M e r it  Program  (9) 
Approve Budgeted M e r it  Salary 

Increase (9)
Approve Non-Budgeted M e r it  

Salary Increase (9) 
Com pensa t io n  for E x e cu t iv e  

O ff ic e rs  A
Approve O th e r  Adjustm ents (9)

Pag6 6

A E E E E E
F A/E A/E A/E A/E A/E A/E
E E E E

E E E E E E E
A E E E E E E

E E E E E E E
A E E E E E E

A F. E E E E E E
A E

A E
F E E A

A E E E E E

A E E E E E

A A A A A A A A A
A A A A A A A A A

A A
A E A E

A A A A A A A
A E
A A A A A A A A A
A A A A A A A A A
A A A A A A A A
A A A A A A A A

A E E E E E

A A A A A A A A A

A E E E E E

E
A A A A A A/E A
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ALASKA RAILROADCORPORATION M anagem ent
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Salary A ctions - con tin u ed  
A ll Em p loyees

Approve T e rm in a t io n  by A R R C  fo r
Any Reason (9) (16) A A A A A A/E A

Approve P rom o tio n  (9) (16) A A A A A A/E A
Approve L eave W ith o u t Pay A A A A A A A 15 days 5 days
Approve Suspension fo r Any

Reason (9) (16) A A A A A A/E A
Approve M em bersh ips , A ttendance

at P ro fess iona l M ee tings ,
Sem inars and R e im bu rsab le
Course o f Study A A A A A A A A

Represen ted  Em p loyees
Labor A gream ents

N ego t ia b le  w ith  Un ions (9) E E E(17)
S ign Labor A greem ents  (9) F E E E(17) E

P ub lic  R e la t io n s
Speeches, P ub lica t io n s , Press Re leases ,

A dve rt is in g
H a v in g  S ig n if ic a n t  F in a n c ia l or

P u b lic  A ffa irs  Im p lic a t io n s  on
the  R a ilro a d A E E E E E E A

A ll O thers A A A A A A E A
Approve Com pany P os it io n  and T e ch n ic a l

Papers on In te rn a l O pera t ions  for
Use by Com pany  Personne l in  M ak ing
P u b lic  Speeches, A nsw ering Inqu ir ies ,
G ra n t in g  Press In te rv iew s , E tc . A A A A A A E E

P resen ta tion  o f Com pany  P os it io n  to
G o vernm en t and O th e r  A genc ies  in
P roceed ings , H earings o r Pend ing
C o u r t A ctions A A A A A A A E

M isce lla n eous
Assign Com pany  V e h ic le A A A A A
Assign Com pany  Take H om e V eh ic le A
Approve Issue o f F irea rm s A
Approve D es tru c t io n  o f C o rpo ra te

Records A E A E
Approve Tours o f R a ilro a d  F a c il it ie s A A A A A A E

O pera t io n a l Changes
Ex tend  R a ilro a d  L in es  (22) E E E E

Ta r iffs  - F re ig h t  Ra tes  (12)
Es tab lish ing  Ta r iffs E A
Exem pt Rates E A E
C o n tra c t Rates E A E
G enera l R a te  Increase E A

R e a l Esta te
Approve Lease o f C o rp o ra t io n  P roperty

Less than 3 yrs A E E
O ve r  3 yrs A E E E
O ve r 35 yrs (23) E E E E E

Exerc ise  Em in en t D om a in  (24) E E E E E
Execu te  the C o n tra c t

Less than 10 yrs A E
O ve r  10 yrs A E E E

- 5 0 -
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Footnote* and Comment*

Footnotes
1. Charitable contributions w ill be included in the annual operating budget as a single line item . The Railroad w ill 

provide the Board o f D irectors an item ized lis t of proposed contributions. Prior to committing any fund from the 
contigent amount in the item ized budget of $ lk  or of a possible r.ensitive nature, management w ill Inform the Board.

2. V.P., Finance w ill endorse a ll d ivisional budgets before submsission to the President.
3. Requires a Board approval i f  over $500k or one year in scope. (Per the Transfer Agreement)
4. The Vice President, Finance: Manager, Financial Services; Manager, Accounting, and Operations Senior Financial

Analyst sha ll endorse a ll AFE’s prior to approval. Once the AFE has been approved no action w ill be taken un til the
Manager, Accounting approves the ava ila b ility  o f funds.

5. For a ll contracts and le tte rs of agreement exceeding the sta ted  lim it , a request for contract (RFC) enumerating
business term s and conditions w ill be provided to the Board o f D irectors for informational purposes prior to final
approval by the President.

6. V. P ., Finance and Manager, F inancial Services endorsement Is required for requests for contracts and materia l 
requisitions in excess o f $50,000.

7. The Legal Department shall endorse a lt contracts. Copies o f d ra ft contracts exceeding $5,000,000 to be made 
availab le to Board o f D irectors for informational purposes.

8. Disbursements fo r purchase order invoices do not require additional signature authority when verification is made that 
a va lid purchase order ex ists and the receiving documentation substan tiates receip t.

9. Human Resources endorsement required prior to final company action.
10. Loss &  Damage Claims and Legal endorsement required.
11. Manager, Human Resources Development must endorse a ll Training Travel.
12. The Accounting Manager; Marketing Manager and the Financial Services Manager shall endorse a ll new freight

contracts, ta r if fs  and changes in existing fre igh t constracts, ta r if fs . Legal shall endorse a ll contracts. The Vice 
President, Marketing has the fina l approval on ra tes. The Sales Department has the authority to execute the contract 
once the ra te has been endorsed and approved.

13. Manager, Personnel o ffers employment and negotiates the contract. President and CEO or Manager, Human Resources 
executes the contract a fte r Legal endorsement.

14. Professional Service Contracts must fo llow Alaska S tatu te 36.98; contact Contracts for the appropriate procedures 
and State forms. Normal contracting procedures are used i f  the contract is under $5k. Professional Services is
defined as "any professional, technical, or consultant services predominantly in te llec tua l in character."

15. F inancial Services only, commits the company to the purchase o f supplies or services. This approval le ve l is the 
amount, each manager may request Contracts to in itia te  purchasing actions. Blanket Purchase Orders (BPO) allow 
departments to obtain supplies d ire c tly  from vendors up to the to ta l BPO lim it.

16. Manager, Labor Relations endorsement required prior to fina l company re la ting to represented employees.
17. The Manager, Labor Relations may ten ta tive ly  approve Labor Agreements sub ject to fina l approval by the Board of 

D irectors.
18. The Legisla ture approves the sale of Railroad land.
19. The Legislature approves the issuance of Railroad bonds.

20. The Governor shall endorse the Leg isla tive Appropriation o f Grants and the Legislature shall approve.
21. The Governor approves the sale of the Railroad.
22. The Leg isla ture approves the extension o f Railroad Lines.
23. The Leg isla ture approves the basing o f railroad property over 35 years.
24. The Governor must approve the Exercise of Eminent Domain by the Railroad.
25. F ie ld Purchase Order (FPO). Division/Department Managers may recommend the employees that receive the FPO

Booklets w ith fina l approval by F inancial Services.
Page 8 -51-



ALASKA RAILROAD
C O R P O R A T I O N
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Authorization for Expenditures
Capital AFE (Approved Budget) (1) 
Expense AFE (Approved Budget)

100k
230k

100k
230k

100k
230k

IGk
100k

10k
100k

10k 
100k

10k
100k 10k

100k
25k
100k

10k
100k lOk/E100k 10k

100k
Contracts A Letters o f Agree men t(3)

Request for Contract 23k 23k 23k 10k 3k 5k 5k Sk 5kE(2) 3k 5k 5kRequest for Sole Source Contract
(Approved Budget) 10k 10k 10k 10k 2k 2k 2k 5k 2k 2k 2k 2k

Request for Personal Services
Contract 3k 3k 3k 3k 3k 3k 3k 3k 3k 3k 3k 3kApprove Contractor Time Sheets for
Reimbursement A A A A A A A A A A A A

Execution of Contracts (4) 250k
Lease ARRC Equip to others fo r less

than one year E A
Purchasing (Approved Budget) (3)

Material Requisition 23k 23k 23k 10k 5k 5k 3k 5k Sk 5k Sk 10k
BPO Establishment lk Ik Ik lk 5k 5k 5k 5k 3k 5k 3k 10k
Establish FPO Releasor (17) A A A A A A A A A A A A
P.O.'s and Amendments (4) 500k 250k/E

Transportation (Approved Budget)
Authorized Transportation - Business

and Training (8)
Intrastato (May Approve Own

Travel Authorization) A A A A A A A A A A A A
Approve Use of Charter Aircraft

(Emergency) A A A A
Rail Trip Pass A A A A A A A A A

Disbursements
Invoices

Covered by Contracts 50k(15) 30k 30k 20k 5k Sk 25k 10k 10k 10k 10k(7) 10k
Covered by P.O.'s (6)Transportation -  MTLS 75k 50k/E
Charter Aircraft 3k 3k 3k 5k
Property Damage A Injury Claim I0k(13)10k(16) Ik
All Other (Including Check Requests

Without Invoice) lk lk lk Ik lk lk lk lk lk lk(9) lk lk
Payroll (Replacement Checks) 2,500
Expense Accounts

Regular Travel, Training Travel,
& Business Expense 1,300 1,300 1,300 lk 2k lk Ik lk 500 500 500 500

Expense AdvancosRegular Travel, Training Travel.
& Business Expense lk lk lk lk Ik Ik Ik lk 500 300 500 500

Utility Bills A
Petty Cash Replenishment lk
Manual Checks 5k (l1)

Disposal of Material A Equipment
Declare Excess to Department (Book

Value) 10k 10k Jk 5k A A A A A A A A
Declare MTLS <& Equipment Surplus to 

the ARRC 
Approve Sales 
Execute Sales Agreement 
Sign Title Certificate

100k 100k 
100k 
A

Banking and Finance
Transfer Funds AEstablish Petty Cash Funds 2k
Request to Borrow Funds E EProcure/Negotiate/ Execute 

Loan Contracts A
Executo Master Loan Agreements E

Litigation, Claims, & Insurance
Claims Against Vendors. Supollert.

Contractors, Common Carriers 
Issue Customer Credits/Reduce Invoices Write o ff Bad Debts

ESk
Ik
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Organization A Personnel 
Organizational Changes - 

Reorganization Within 
Division (10) ( 14)

SUfflng
Approve Personnel Requisition 

(Currently Authorized) (10) 
Personnel

Approve Transfer or Change of 
Assignments within Approved 
Staffing (10)Authorize Overtime 

Approve Time Cards 
Salary Actions

Approve Budgeted Merit Salary 
Increases (10)

Approve Promotions (10)
Approve Suspension for cny Reason (10)
Approve Termination for any 

Reason (10)
Approve Leave of Absence Without 

Pay

E E E E E E E E E E E E

A A A A A A A

A A A A A A A A A A A AA A A A A A A A A A A AA A A A A A A A A A A A

A A A A A A A A A A A AE E E E E E £ E E E E E
A A A A A A A A A A A A
E E E E E E E E E E E E

15 day IS day lSday ISd iy  10 day 10 day 10 day 10 day 5 day 5 day 5 day 5 day
Real Estate

Approve Lease of Corporate Property
Leu than 3 yrs o f 50k/annum (12) E E
Over 5 yrs or S0k/annum (12) E EExecute the Contract
Lets than 10 yrs (12) E
Over 10 yrs (12) E

Miscellaneous
Approve Issue of Firearms

Footnotes and Comments 
Footnotes

1. Requires Vice President of Finance, Manager of Financial Services, Manager of Accounting, and Operations Financial Coordinator endorsement.
2. Requires Manager, Financial Services endorsement before being tent to Board of Directors.
3. Vice President, Finance and Manager, Financial Services shall endorse all requests for contracts and material requisitions in excess of $50,000.
4. The Legal Department shall endorse all contracts. Procurement Specialists may execute purchase orders up to S25k.
5. Disbursements for purchase order invoices do not require additional signature authority when verification it msde that a valid purchase order exists

and the receiving documentation substantiates receipt.
6. $300k authority for routine Mileage Allownancet and Freight Settlements.
7. Manager, Human Resource Development must endorse all Training Travel.
8. Manager, Administrative Services hat specific authority for disbursement for postage to $5k.
9. Requires the endorsement of Human Resources prior to company action.

10. Manual checks over $5k require two signatures among the following four President; Vice President, Finance; Manager. Accounting: Supervisor. 
Revenue and Accounts Payable. Checks over 23k must include either the President or Vice President, Finance signature.

11. At appropriate, affected Department Managers shall endorse, ie. Superintendent of Transportation, Chief Engineer and Chief o f Security. Legal
Department shall endorse all contracts.

12. Freight Car Damage Settlements only. Manager. Losse A Damage Claims must receive a copy of all settlements.
13. Manager, Organization, Compensation A Benefits shall endorse all major Divisional Reorganizations.
14. Superintendent. Transportation, may approve Car Hire/Mileage invoices up to $75k.
15. Claims paid over S2.5CO require Legal endorsement.
16. Field Purchase Order (FPO). Division/Deoartment Managers may recommend the employees that receive the FPO Booklets with final approval by 

Financial Services.
Page 10
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A L A S K A  R A I L R O A D

CORPORATION

liiiiiiTm jiniiiiiil ?5Rl£!=j\,©«* Co OO OO OO OO OO OO OO OO Vbv'v*

Operations Division

(1)
inqineerino

(2!
Mechanical 

(3) (4)
Transportation 
(5) (6)

<D
c
O

U

a3
oua

cTOE
2
o

(DC
O
a3
8
o

o
5
H
a3
8
u

c(0E
2
ou.

©
cO
a3
8
a

Other
(7)

to
c<
o
cto
c

cjD
(0u
I
o

Contracts A Letters o f Agreement 
Approve Contractor Time Sheets fo r 

Reimbursement A A A A A A
Purchasing (Approved Budget) 

M ateria l Requisition 10k 5k 10k 5k • 10k 3k
BPO Establishment lk lk lk  250 lk
Estab lish FPO Releasor A

Transportation (Approved Budget)
Authorize Transportation - Business Travel 

(May not approve own Travel 
Authorization)
In trastate A

Disbursements
Invoices

Covered by Contracts 
AH Other -(including Check Request 

Without Invoice)
Expense Accounts

Regular Travel A Business Expense 
Expense Advances 
U tility  B ills 25k

10k

lk
200

lk 10k lk  500 25k

lk
200

ik
200

lk
500

Organization A Personnel 
Personnel

Authorize Overtime 
Approve Time Cards 

Salary Actions
Approve Leave o f Absence W ithout 

Pay
Approve Suspension for Any Reason

10 day 5 day 10 day 5 day 5 day 10 day

A
A

Fcxjtnotes and Comments 
Footnotes

1. Includes the Engineer o f Structures, Telecom A Signaling Manager, Ceneral Roadmaster. General B A B  Supervisor, and 
Engineering O ffice Supervisor.

2. Includes Assistant Ceneral Roadmaster, Equipment Supervisor, D is tr ic t Roadmasters, Telecommunications and Signaling 
Supervisor, and B A B  Supervisors.

3. Includes Manager, MPAE Operations, Adm inistrative O fficer, and Chief Mechanical Engineer.

4. Includes Heavy Equipment Supervisor, General Supervisor o f Locomotives. Terminal Supervisor Fairbanks, and 
Superintendent Car Department.

5. Includes Trainmasters/Road Foreman of Engines, and Adm inistrative Assistant.
6. Includes Chief Train D ispatcher. Anchorage Terminal Superintendent. Seward Trainmaster, Manager lntermodal Services, 

Fairbanks Terminal Superintendent, Van Terminal Coordinator, and Ceneral Yardmaster.
7. Endorses a ll Operations Departments AFE's, Budgets and Accruals prior to the V.P. Operations approval and/or 

distribution of document to other Departments.

- 5 4 -
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CORPORATION

Purchasing (Approved Budget)
Material Requisition 200 200 200 lk 200 lk (3 ) lk (3 ) lk lk ( l )
BPO Establishment 200 200 200 200 200 200 200 200 200
Request fo r Contract 200 200 200 2k 2k 2k 2k 2k 2k
Approve Contractor Timesheets A A A A A A A A A

Transportation (Approved Budget) 
Request Transportation -  MTLS 
Authorize Transportation -  Business 

(May Not Approve Own Travel 
Authorization)
Intrastate 

R a il Trip Pass
Disbursements

Invoices
Covered by Contracts lk  lk  lk  5k 5k 10k 5k 5k 5k
A ll Other (Including Check Requests 

Without Invoice)
Expense Accounts

Regular Travel &  Business Expense
Organization &  Personnel 

Personnel
Approve Time Cards A A A  A A A A A

Salary Actions
Approve Leave o f Absence Without

Pay 1 Day 1 Day 1 Day 1 Day I Day 1 Day 1 Day 1 Day I Day
Banking and Finance

Replacement Payro ll Checks 2,500
Manual Cehcks 3k

-ootnotes
1. $15k authority fo r warehouse stock and S lk  authority fo r departmental purchases; declare materials 

and equipment excess to ARRC (50k); approve and execute sales agreements (50k).
2. Manager, Computer Operations has $10k approval fo r computer related supplies, such as paper and 

tapes.
3. Supervisor. Contracts shall have authority to execute contracts up to 100k and endorse all contracts.

Page 12
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A L A S K A  R A I L R O A D

CORPORATION

Marketing Div
Passenoer Svc

01Co—*3
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1 cn © 
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LeggL

uo

c
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®
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L.IDOlacISz
Contracts &  Letters of Agreement 

Approve Contractor Time Sheets for 
Reimbursement

Purchasing (Approved Budget)
Material Requisition 200 200 lk lk lk lk lk lkBPO Establishment lk lk lk lk lk lkRequest for Contract 500 500 5k 5k 5k 5k 5k 5k
Approve Contractor Timesheets A A A A A A A A

200

Transportation (Approved Budget) 
Authorize Transportation -  Business 

(May Not Approve Own Travel 
Authorization)
Intrastate (1)

Disbursements
Invoices

Covered by Contracts 
All Other (Including Check Requests 

Without Invoice)Property Damage &  Injury Claims 
Expense Accounts

Regular Travel A Business Expense

lk lk 5k 5k 5k 5k 5k 5k lk 5k 

2,500

Organization A Personnel 
Personnel

Approve Time Cards 
Salary Actions

Approve Leave o f Absence Without 
Pay

Represented -  Labor Agreement (2) 
Negotiate 
Execute

2 Day 2 Day 2 Day 2 Day 2 Day 2 Day 2 Day 2 Day 
A

Footnotes
1. Manager, Human Resource Development endorses all training travel.

2. The Manager. Labor Relations may tentatively approve Labor Agreements subject to final approval by the Board of Directors.
Page 13
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S B 4 2 7 .T X T

T O  Pat, F R O M  S a n d r a  4 / 1 / 9 0
R E  Y o u r  r e q u e s t  f o r  i n f o ,  o n  a m e n d m e n t s  t o  S B  4 2 7  r e l a t i n g  t o  

p r o c u r e m e n t  b y  t h e  R a i l r o a d

1. L a s t  s e s s i o n  G o v e r n o r  s i g n e d  i n t o  l a w  S B  170, w h i c h  m a d e  
s e r i e s  o f  a m e n d m e n t s  t o  s t a t e  p r o c u r e m e n t  c o d e .

2. W h e n  t h e  b i l l  w a s  i n  S t a t e  A f f a i r s ,  R a i l r o a d  r e q u e s t e d  
a m e n d m e n t  e x e m p t i n g  t h e m  f r o m  l a n g u a g e  i n  e x i s t i n g  l a w  t h a t  
r e q u i r e s  a d o p t i n g  " p r o c u r e m e n t  p r o c e d u r e s  s u b s t a n t i a l l y  
e q u i v a l e n t  t o  t h e  s t a t e ' s " ,  o n  g r o u n d s  t h a t  R a i l r o a d  A c t  
r e q u i r e s  t h e m  t o  " m e e t  i n d u s t r y  [ p r o c u r e m e n t ]  s t a n d a r d s " .

3. S t a t e  A f f a i r s  C S  a c c o m m o d a t e d  R a i l r o a d ' s  c o n c e r n  b y  
r e p l a c i n g  " s u b s t a n t i a l l y  s i m i l a r "  w i t h  " p r o c e d u r e s  b a s e d  o n  
c o m p e t i t i v e  p r i n c i p l e s  c o n s i s t e n t  w i t h  t h i s  c h a p t e r " .

4. T h i s  l a n g u a g e  w a s  r e m o v e d  i n  H o u s e  S t a t e  A f f a i r s ,  a n d  d i d  

n o t  a p p e a r  i n  t h e  f i n a l  b i l l .

5. C S S B  4 2 7 ( R u l e s )  r e s t o r e s  t h e  S t a t e  A f f a i r s  l a n g u a g e .  
( G o v e r n o r ' s  v e r s i o n  d i d n ' t  a d d r e s s  t h i s  i s s u e  a t  a l l ?  B a n k i n g  
C o m m i t t e e  a m e n d e d  t o  e x e m p t  R a i l r o a d  f r o m  p r o c u r e m e n t  c o d e  
a l t o g e t h e r ;  F i n a n c e / R u l e s  r e p l a c e d  " s u b s t a n t i a l l y  s i m i l a r "  
w i t h  " c o m p e t i t i v e  p r i n c i p l e s " . )

A m e n d m e n t  # 1  ( F aiks)
R e q u i r e s  t h a t  t h e  R a i l r o a d ' s  c o m p e t i t i v e  p r i n c i p l e s  
i n c l u d e  A l a s k a  b i d d e r / p r o d u c t  p r e f e r e n c e s ,  b u t :

G i v e s  R a i l r o a d  l a t i t u d e  b y  r e q u i r i n g  t h e m  t o  a d o p t  

" s u b s t a n t i a l l y  s i m i l a r "  p r e f e r e n c e s .

E x e m p t s  r a i l r o a d  e q u i p m e n t / s u p p l i e s  p r o d u c e d  o r  
m a n u f a c t u r e d  o u t s i d e  A l a s k a .  T h i s  a d d r e s s e s  c o n c e r n  
R a i l r o a d  h a d  l a s t  y e a r  o v e r  s o m e  f i r m ( s )  c a r r y i n g  o n  
l i m i t e d  b u s i n e s s  e n t e r p r i s e  e x c l u s i v e l y  f o r  p u r p o s e  o f  
t a k i n g  a d v a n t a g e  o f  b i d d e r ' s  p r e f e r e n c e .  A G  d r a f t e d  

l a n g u a g e  f o r  S t a t e  A f f a i r s  t o  a d d r e s s  ( r e q u i r i n g  m a i n t a i n  

" s u b s t a n t i a l  b o n a  f i d e  p l a c e  o f  b u s i n e s s " )  —  S t a t e  
A f f a i r s  d i d n ' t  m a k e  a m o t i o n  t o  a d o p t .

A m e n d m e n t  #2 ( S z y m a n s k i / P e a r c e )
R e q u i r e s  t h a t  t h e  R a i l r o a d ' s  c o m p e t i t i v e  p r i n c i p l e s  
c o m p l y  w i t h  c u r r e n t  s t a t u t e  r e g a r d i n g  A l a s k a  
b i d d e r / p r o d u c t  p r e f e r e n c e  —  n o  l a t i t u d e .



U.S.C. (Internal Revenue Code) [UNDER 26 U.S.C. 103A] 

* Sec. 8“ XSr*"3tr.‘D 0'.- 0~1 ed~fr tr-r on d?
(e) The boards of directors of the Alaska Railroad Corporation 

the Alaska Housing Finance Corporation, and the Alaska State Housing 

Authority shall adopt procedures to govern the procurement of sup 

plies, services, professional services, and construction for [BY] th 

respective public corporations [CORPORATION], The procedures must 

^ i) reflect competitive bidding principles and providj

vendors reasonable and equitable opportunities to participate in the 

procurement process; and

(2) include procurement methods to meet emergency and 

extraordinary circumstances [BE SUBSTANTIALLY EQUIVALENT TO THE PROCE-I 

DURES PRESCRIBED IN THIS CHAPTER AND IN REGULATIONS ADOPTED UNDER THIS' 

CHAPTER],

* Sec. 9. AS 36.30.990(1) is amended to read:

(1) "agency"

(A) means a department, institution, board, commis­

sion, division, authority, public corporation, the Alaska Pio­

neers' Home, or other administrative unit of the executive branch 

of state government^

—  (B) does not include

(i) [, EXCEPT FOR] the University of Alaska^

(ii) [,] the Alaska State Housing Authorityj_

(iii) the [AND] Alaska Railroad Corporation;

(iv) the Alaska Housing Finance Corporation;

(v) [IT DOES NOT INCLUDE] a regional Native 

housing authority created under AS 18.55.996, or a regional 

electrical authority created under AS 18.57.020;

* Sec. 10. AS 37.07 is amended by adding a new section to read:

-7- CSSB 427(Rls)



6-2074Ga
Ch e n o w e t h

A M E N D M E N T

O F F E R E D  IN  T H E  S EN A T E BY SEN. FAIKS

TO: CSSB 4 2 7 ( R u l e s )

Page 7, line 10, a f t e r  "p r o c e s s ;": 

D elet e "and"

Page 7, line 12, a f t e r  " c i r c u m s t a n c e s " :

Insert " ; and

(3) i n c l u d e  p r e f e r e n c e s  for A l a s k a  b i d d e r s  and products 

that are s u b s t a n t i a l l y  e q u i v a l e n t  to the p r e f e r e n c e s  p r e s c r i b e d  in 

X  AS 36.30.170(b) , 3 6 . 3 0 . 2 5 0 ( b ) ,  and 3 6 . 3 0 . 3 2 2  - 36 .30.338, e x c e p t  that

the p r e f e r e n c e s  are not a p p l i c a b l e  to p r o c u r e m e n t s  o f  r a i l r o a d  e q u i p­

ment, parts, and s u p p l i e s  that are p r o d u c e d  or m a n u f a c t u r e d  outside 

the s tate and are not A l a s k a  p r o ducts as d e fi ned in AS 3 6 . 3 0 . 3 3 5 ( 1 ) "

' V  c m c € * a  \Z£_ h a d  —  ^ V v”s ii/<odr

CtiumJl r y i  l lV v u - h ^ H  b i U i X f t a  e i / v X v p y X - C O )

-far pi/vTpov*? h t h i ' u a  b{he X
P x L o p Y



6 - 2 0 7 4 H b

O F F E R E D  I N  T H E  S E N A T E  B Y  S E N .  S Z Y M A N S K I

S E N .  P E A R C E
TO: C S S B  4 2 7  ( R ules)

P a g e  7, a f t e r  l i n e - 

I n s e r t

“(1) c o m p l y  w 't h  r e q u i r e m e n t s  o f  A S  3 6 . 3 0 . 1 7 0 : "  

R e n u m b e r  t h e  f o l l o w i n g  p a r a g r a p h s  a c c o r d i n g l y .

A M E N D M E N T

N O T E :  T h e  p u r p o s e  o f  t h i s  a m e n d m e n t  is t o  i n s u r e  t h a t  t h e  A l a s k a
B i d d e r  P r e f e r e n c e  o f  5 %  a n d  t h e  A l a s k a  P r o d u c t s  P r e f e r e n c e  b e  
a p p l i c a b l e  t o  t h e  A l a s k a  R a i l r o a d  a n d  A H F C ,

|d\WV reop^yvvnbU < v-erpc/wSive. b Mater 
,> tfiuAiVwj AC- b *

4. p y o c L u  c h  Cs—

- b m W  0 Y \U  l u Jm * ~7 ^
r w ^ W  f̂ Cns lV*L» '"H'&.iv (CCV\ "Afc- 'nW'^O&'V.

-  pYZkeb^CcL. \ô C b\v sh i-h i. a -cp sic ij

— • ‘j'VA-uJ <r^ p ^c L jia JL*\CI. ( % 3

-  1 -  3 / 2 3 / 9 0



■ S 36.3('i. 170 A laska Statutes S upplem ent >' 36.30.170
■ Effect of am endm ents. — The 1989 rewrote the second sentence of subsection 

amendment ■.•ttectsve September 10, 1969. 'bSec. 36.30.170. Contract award after bids, ia Except a; pro­vided in h . co and 'd> of this section, the procurement officer shall award a contract based on the solicited bids with reasonable prompt­ness by written notice to the lowest responsible and responsive bidder whose bid conforms in all materia! respects to the requirements and criteria set out in the invitation to bid.ib» The procurement officer shall award a contract based on solic­ited bids to the lowest responsive and responsible bidder after an Alaska bidder preference of five percent and an Alaska products pref­erence as described in AS 36.30.322 — 36.30.338 have been applied. In this subsection. "Alaska bidder” means a person who <li holds a current Alaska business license;(2 • submits a bid for goods, services, or construction under the name as appearing on the person's current Alaska business license;(3» has maintained a place of business within the state staffed by the bidder or an employee of the bidder for a period of six months immediately preceding the date of the bid;(41 is incorporated or qualified to do business under the laws of the state, is a sole proprietorship, and the proprietor is a resident of the state or is a partnership, and all partners are residents of the state; and<5> if a joint venture, is composed entirely of ventures that qualify under (li — (4i of this subsection.(c> If a bidder qualifies under (b) of this section as an Alaska bidder, is offering services through an employment program, and is the lowest responsible and responsive bidder with a bid that is not more than 10 percent higher than the lowest bid of a nonresident, the procurement officer shall award the contract to that bidder.(d> The procurement officer shall award an insurance-related con­tract based on solicited bids to the lowest responsive and responsible bidder after an Alaska bidder preference of five percent. In this sub­section. "Alaska bidder" means a person who meets the criteria set out in (bull — (5) of this section and who is an Alaska domestic insurer. ($ 2 ch 106 SLA 1986; am 7 — 9 ch 65 SLA 1987; am 5 6 ch 102 SLA 1989i
E ffe ct o f am endm ents. — The 1989 36.3U.100ici" following employment pro­amendment. effective September 10, 1989, gram" in subsection ic>. deleted "as defined under AS

1

I

236



Sec. 36.30.320. Small procurements, ta) A procurement for sup­plies. services, or construction that does not exceed an aggregate dol­lar amount of So,000 may be made in accordance with regulations adopted by the commissioner for small procurements.■ bi A contract for professional services that does not exceed $25,000 may be made under regulations adopted by the commissioner for smail procurements, except that an agency may not contract for the services oflegal counsel without the approval of the attorney general.let Small procurements need not be made through competitive sealed bidding or competitive sealed proposals but shall be made with competition that is practicable under the circumstances.• d' Procurement requirements mav not be artificially divided or fragmented so as to constitute a purchase under this section or to circumvent the source selection procedures required bv AS 36,30.100 -  36.30.270.ei The procurement officer shaii give adequate public notice of in­tent to make a procurement under this section in accordance with regulations adopted by the commissioner. i> 2 ch 106 SLA 1986: am t 12 ch 65 SLA 19S“ )
Effect o f amendments. I he 1987 he provided So -.hose Alaska bidders desic- 

. menrimeni. effective January I. 138.8. nated hv ihe commissioner under AS aeleted the former second sentence of sub- .'<6.30 050id,.“ section ho, •■ehtch reau 'Notices .-hall ai.-oArticle 5. Preference for Alaska Products.
Section Section
J2. L'-o of local forest products 332. t'hissuicauon >.t Alaska products
'2-1 I se ■>! Ala-ka products | lacniuicauun ■>! Ala.-Ka proniicls
126 Contract -tieriftcaitons :;th Application
:J8 . Grant of preference !;)8 Definitions130. Penalty for faihnp to a.-e de.ucnated u rod U cti

36.30.320 A l a s k a  S t a t u t e s  j 36.30.32U

Cross references. — For similar provi­
sions applicable to procurements us me 
-tate monov of forest. .lCTtcttliural. and 
fisheries products see AS 3tj io

Effective date of article. — Section 
i)8 . ch It'd. Sl.A 1986. as amended by 
t 37. eh 65. Sl.A 1987. provides that this 
article takes effect January 1. 1988

Sec. 36.30.322. Use of local forest products. > a * Only timber, 'umber, and manufactured lumber products originating in this state from Alaska forests mav be procured bv an ugenev or used in construc­tion protects of an apenrv unless the manufacturers and suppliers who have notified .he commissioner of commerce and economic develop­ment of their vMiiuigness to manufacture or supulv Alaska forest prod­ucts
it!



ment tor sup- -'gregate dol- i regulations;ceed 525.000 nissioner for 
1 tract for the rney general.competitive ne made with •s.v divided or •ectiun or to \S 06.30.100notice of in- •rdance with LA 1986: am

J 36.30.322

».i Mdcr* dpsiff- 
mer under AS

ts.
k.i pit'iiuct.' 
<\.t produc;*

iflu. —  Section 
:> .smonded by 
nodes that this 
.rv I. 196b

>nly timber, in this state 1 in construc- uppiiers who line develop- i forest prod-

f I

I

36.30.324 Pu b l ic  C ontracts 36.30.330i li have been given reasonable notice of the forest product needs of the procurement or project: and 
12) are unable to supply the products at a cost that is within seven percent of the price offered by a manufacturer or supplier of non- Alaska forest products.(b) The provisions of AS 36.30.326 — 36.30.332 do not apply to procurements of timber, lumber, and manufactured lumber products or the use of those items in construction projects of an agency.ici During the period of performance of a state contract, the contrac­tor shall maintain records showing efforts made in using Alaska forest products or evidence of Alaska forest products not being available or reasonably competitive. The contractor shall provide the records to the procurement officer on a periodic basis, as required by regulations adopted bv the commissioner of commerce and economic development.• $ 2 ch 106 SLA 19S6; am Sj 13. 14 ch 65 SLA 19S7i

m

F.ffect of amendments. — The 1967 
amendment, effective January 1. 198S. in 
the intrnduciury Inneuaee of subsection 
>.»• substituted "Alaska" for "local” nro-

eeding "forest” and deleted "the commis­
sioner of commerce and economic develop­
ment certifies that" following "ueency un­
less" and added -ubseetion c‘ic. 36.30.324. UsejiLAhTsklTproducts. Alaska products shall be used whenevejvpracticable in procurements for an agencv. i$ 2 ch 106 

SLA JSm TSec. 36.30.326. Contract specifications. Contract specifications for a procurement for an agency must include a provision that a bidder or offeror that designates in a bid or proposal the use of Alaska prod­ucts identified in the specifications will receive the preference granted under AS 36.30.328 in the evaluation of the bid or proposal if the designated Alaska products meet the contract specifications, i S ‘2 ch 106 ~SLA 1986)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 in the contract specifica­tions and designated as Class I. Class II. or Class III stale products under AS 36.30 332 is decreased bv the percentage of the value of the designated Alaska products under AS 36.30.332. 2 ch 106 SLA1986)Sec. 36.30.330. Penalty for failing to use designated products.a 1 If a -uoeessfu! bidder or "iTeror who designates the use of an Alaska product in a bid or proposal for a nrocurement for an agency fails to use the designated product for a reason within the control of the successful bidder or offeror, each payment under the contract shall be reduced according to the following schedule:
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i 36.30.336 Pub l ic  C ontracts i 36.30.338

S e c .  3 6 .3 0 .3 3 6 .  A p p l i c a t i o n .  Notwithstanding other provisions of this chapter. AS 36.30.322 — 36.30.338 apply to ail procurements subject to this chapter, except as provided in AS 36.15.050 and AS 
3 6 .3 0 .3 2 2 (b ) .  ig 2 ch 106 SLA 1986; am § 3 ch 62 SLA 1987: am § 16 ch 6 5  SLA 1987)

Effect of amendments. — The first 1987 amendment, effective -January 1, 
1988. substituted "this chapter" for "AS 
36.30" and "AS 36.15.060" for "AS 36.30.170'bi and 36.30.322lbi"

The second 1987 amendment, effective 
January 1, 1988. substituted "this chap­
ter" for "AS 36.30" and "AS 36.30.322lbi" 
for "AS 36.30.170(b) and 36.30.322(b)."

S e c .  3 6 .3 0 .3 3 8 .  D e f i n i t i o n s .  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 36.30.332la), has been added by manufacturing or production in the state;(2) "produced or manufactured” means processing, developing, or making an item into a new item with a distinct character and use through the application within the state of materials, labor, skill, or other services:(3) "product” means materials or supplies but does not include gravel and asphalt. <S 2 ch 106 SLA 1986: am § 17 ch 65 SLA 1987)
Revisor's notes. — Reorganized in 

1986 to alphabetize the defined terms.
Effect of amendments. — The 1987 

amendment, effective January 1. 1988, in 
paragraph >1) substituted the language

beginning "of which not less than 25 per­
cent" for "produced or manufactured in 
the state if the value added in the state is 
not less than 25 percent of the quoted 
price of the manufacturer."

A r t i c le  6 . C o n t r a c t  F o r m a t i o n  a n d  M o d i f i c a t i o n .

Section
340. Review and approval by the Attor­

ney General 
350. Bid cancellation, rejection 
360. Determination of responsibility 
362. Determination to award a contract 

to a nonresident 
365. Notice of intent to award a contract 
370. Types of contracts 
390. Multi-term contracts

Section
400. Cost or pricing data 
410. Right to inspect plant 
420. Right to audit records 
430. Standard modification clauses for 

contracts
460. Modification of standard clauses 
470. Fiscal responsibility 
480. Cost principle regulations

Effective date of article. — Section 
69. ch. 106. SLA 1986. as amended by 
3 27, ch. 65. SLA 1987. provides that this 
article takes elfect January 1. 1988.

Collnterul references. — Effect of 
stipulation, in public building or construc­
tion contract, that alterations or extras

must be ordered in writing I ALRSd 
1273.

Validity and construction of "no dam­
age" clause with respect to delay in build­
ing >>r construction contract 74 ALR3d 
187.

Construction contract provision excus-

49




