
STATE
PROCUREMENT
PROCEDURES

12/9/03, 
ANCHORAGE





Alaska State Senate
Senate Finance Committee

Mail S lo p  3100 
State Cap ito l 

Juneau , A laska 9980i-ii82

LIST OF ATTENDEES

Senate Finance Committee Hearing  
Decem ber 9, 2003

Office o f the Governor

M r .  D e n n i s  D e W i l t ,  S p e c ia l  S ta f f  Ass is tan t

Departm ent o f Administration

M r .  M i k e  M i l l e r ,  C o m m is s io n e r

M r .  R a y  M a t ia s h o w s k i ,  D e p u t y  C o m m is s i o n e r

M r .  V e r n  Jones , C h i e f  P ro cu rem en t  O f f i c e r

Governm ent Com puter Sales

M r .  B r u c e  J am ie s o n ,  C E O  

M r .  J o h n  P ow e rs ,  P res iden t

Dell

M s .  M a r y  V e r d u rm e n ,  D e l l  A c c o u n t  M a n a g e r  fo r  A la s k a  

Invited Guests

M r .  R o b e r t  C a r r ie r ,  C o n t ra c ts  M a n a g em e n t  S p e c ia l i s t ,  S ta le  o f  A r i z o n a  

M r .  B a r t  M a u l d i n ,  C h i e f  P ro cu rem en t  O f f i c e r ,  M u n i c i p a l i t y  o f  A n c h o r a g e  

M r .  J o h n  R . S nodg ra s s ,  Jr., G C S  L e g a l  C o u n s e l

official Business



TABLE OF CONTENTS

Senate Finance Com m ittee H earing 
Decem ber 9,2003

1) “W hat’s the Cost o f Doing Business Locally?”

2) List o f Attendees
a) Robert C arrier’s Resum e

3) Econom ic Impact Analysis

4) Sum m ary o f Departm ent o f Adm inistration Analyses

5) Applicable Statutes

6) 12/04/03 Letter from Senator W ilkcn to Com m issioner M iller

7) 12/05/03 Response Letter from Com m issioner M iller to Senator VVilken

8) 10/30/03 Letter from Dell to Vern Jones

9) 12/05/03 Legal Opinion prepared by A G ’s office for Com m issioner M iller

10) 12/08/03 Legal Opinion prepared by John. R. Snodgrass, Jr. for GCS

11) Description o f W estern States Contracting Alliance (W SCA)



Alaska State Senate
Senate Finance Committee

Mail S lo p  3100 
Stale C a p iio l 

Juneau . A laska 99eoi-H82

Senate Finance^ Hearing
D ecem b er  9 , 2 0 0 3  
A n ch o ra g e , A lask a

W IIA T ’S T H E  COST O F  D O IN G  BU SIN ESS  LO C A LLY ?
The purpose o f  Ihe Senate Finance Com m ittee convening on D ecem ber 9 lh, 2003 is to 
publicly d iscuss the State o f  A laska’s new procurement method for purchasing computers 
and computer accessories. This hearing w ill continue what has b ecom e a year o f  dialogue  
between a Fairbanks $20M  T echnology Solutions business, the State o f  A laska, and 
Senator’s Therriault and W ilken’s office .

The remedy sought as a result o f  this hearing is: (1) a one year extension  to the existing  
contract betw een the local com pany and the Slate o f  A laska, and (2) a bid/purchase record 
be established for the purpose o f  review  and analysis on N ovem ber 15, 2004 . The purpose 
o f this review  is to answer the question, “W hat’s the cost o f  doing business locally?”

Since 1992 G overnm ent Computer Sales (G CS) has w on, through com petitive bids, the right 
to sell Dell and Gateway computers to the State o f  A laska. A dditionally , GCS has made 
these contract prices available to all A laskan m unicipalities, school districts, and the 
U niversity o f  Alaska.

In 1998 the Western Stales Contracting A lliance (W SC A ) was created by the Slate o f  N ew  
M exico in an attempt to low er the prices o f product purchases by com bining the purchasing  
power o f  several states to get large quantity discounts. W SCA is a non-profit agency based 
out o f  N ew  M exico with all administrative functions assum ed by the National A ssociation  
o f  State Procurement O fficials (N A SPO ). In return for bargaining and adm inistrative 
expenses N A SPO  receives a one-tenth o f  one percent o f  the gross revenue from all W SCA  
purchases. A s o f  June 30, 2003 W SCA has sold  $ 3 ,9 4 8 ,1 9 1,S09 worth o f  products for a fee  
o f  S3,948,191 paid to N A SPO .

In Novem ber 2000  the Stale put W SCA in direct com petition w ith GCS and other resellers. 
Applying the 5% A laska bidders preference to G C S’s proposal, GCS was the low est 
qualified bidder and was issued a non-mandatory contract to supply both D ell and G ateway  
computers to the State and all political subdivisions throughout the state.

Official Business
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111 October o f  2002  the State sent a notice to GCS that their contract w as to expire on 
N ovem ber 16, 2002  and that the State did not plan to renew it. The intention o f  the State 
w as to go direct to the manufacturer using the W SC A  contract, thereby avoid ing the 5%  
local bidders preference and putting 70% o f G C S’s business in jeopardy. This loss o f  
business w ould force the loss o f  7 jobs at GCS in Fairbanks and A nchorage, as w ell as 
several jobs in other Alaskan based technology com panies that support G C S. Senator 
Therriault and Senator W ilken were contacted to ask w hy an Alaskan com pany, that has 
historically provided services to the State, was not allow ed to participate in bidding on any  
future State technology business through com petitively awarded State contracts.

In N ovem ber o f  2002 , Senators Therriault and W ilken contacted the Departm ent o f  
Adm inistration to request docum entation o f  the analysis that led to the decision  to exclude  
an Alaskan com pany from bidding on the contract. The Departm ent o f  Adm inistration, 
D ivision  o f General Services (D G S) supplied Senators Therriault and W ilken a spreadsheet 
o f  their cost-benefit analysis o f  W SCA  vs. GCS prices and provided GCS w ith a one-year  
extension o f  their contract to directly com pete against W SC A . The analysis w as flawed  
(Ex. A ) and a request was made o f  Governor M urkowski to allow  further analysis and an 
explanation.

D G S then provided the G overnor’s Legislative Director, M ike T ibbies, an analysis that 
show ed additional savings above and beyond that o f  the previous analysis. O nce again this 
analysis (Ex. B) was questionable and the savings could not be substantiated. Senators 
Therriault and W ilken then requested new ly appointed C om m issioner M iller to step in and 
provide them with an accurate analysis and explanation.

In June o f  2003 DG S provided another analysis (Ex. C) o f  the benefits o f  the W SCA  
contract that again was built on questionable data. A fter three separate analyses, DGS has 
not been able to provide a valid analysis o f  the savings o f  W SC A  despite repeated  
suggestions o f  possib le ways to accurately analyze the situation. A fter a year o f  d iscussion, 
w e remain unable to answer the basic question: "‘What iloes it cost us to recognize the 5%  
local bidders preference in the purchasing o f personal computers?"

I respectfully request the Department o f  Administration to extend the current contract 
(currently under a one month extension and due to expire D ecem ber 15, 2003 j until 
N ovem ber 15, 2 0 0 4  and to put in place a sim ple method by w hich the bidding and the 
purchasing o f  personal computers by the State o f  Alaska can be tracked and analyzed.

Gary W ilken
State Senator - Fairbanks
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A L A S K A  S T A T E  L E G IS L A T U R E

SUBJ: Economic Impact of lost jobs

You asked for a quantitative analysis of the potential economic impact to Fairbanks and Anchorage given 
the loss of 10 jobs totaling approximately $750,000 in salaries (not it eluding benefits). Eight of these 
employees reside in Fairbanks and 2 reside in Anchorage.

Every dollar spent in an economy has both a direct and indirect economic effect. The direct impact of the 
loss of 10 jobs is the $750,000 that will no longer be spent by the employees for goods and services. The 
indirect impact is the loss of jobs and income to others as less money circulates through the economy. 
This indirect effect can be measured and is defined by o term called the “Economic Multiplier".

Alaska’s larger communities have a multiplier ranging from 1.3 to 1.8*. That is, evety dollar spent has an 
economic impact ranging from $1.30 to $1.80. Therefore, the loss of $750,000 in salaries would have a 
total economic impact ranging from $975,000 to $1,350,000. Given the 10 employees on average make 
$75,000 each, the approximate loss to Fairbanks would range from $780,000 to $1,080,000. The 
approximate loss to Anchorage would range from $195,000 to $270,000.

1 Information from the Institute o f Social and Economic Research (ISER) provides a range of 1.3 to 1.6. 
("Expanding Job Opportunities for Alaska Natives." Goldsmith, Scott, Institute o f  Social and Economic Research. 
Nov. 1998 <bllp://wwisMser.uaa.a!aska,edu/publicaiions/client/,ilhiob!>/afiiiohs.htm>l. Information from Northern 
Economics provides a range o f  1.4 to 1.8 (“The Value o f Porta and Harbors." Burden, Patrick, Northern Economics. 
October 2002 <http:// www.aloskaharbors.com/resources/harborecon.ppt>).

LEGISLATIVE BUDGET AND AUDIT COMMITTEE

D ivision of L egislative F inance
P.O. Box 113200 

Juneau, AK 99811-3200 
(907) 465-3795 

FAX (907) 465-1327

MEMORANDUM

DATE; December 8,2003

TO: Senator Gar)’ Wilken

FROM:

THRU:

http://%20www.aloskaharbors.com/resources/harborecon.ppt


SUMMARY OF EXHIBITS A. B. AND C

THREE ATTEMPTS BY THE DEPARTMENT OF 
ADMINISTRATION TO ANALYZE SAVINGS

Prepared by Senator W ilken’s office, 12/8/03



Analysis A (October 2002)

• Analysis was conducted by taking the contract discounts (10% off retail for 
W SCA and 2.8%-3.5% off retail for GCS) and comparing them side-by-side 
according to the total dollar volume of sales for each product. Basically stating 
that Ihere is a 6.4% savings through WSCA applied to the total sales of computer 
sales with Dell. This analysis resulted in a purported savings to the state of 
$538,711 with Dell products by going through WSCA. The same approach was 
taken to Gateway and IBM resulting in savings o f $80,804 and $2,S48 
respectively.

Flaw in the analysis
This analysis does not take into account the fact that the percentage o ff retail for GCS 
is a ceiling price and GCS usually negotiates lower prices with each individual order. 
It was stated by Vcrn Jones that WSCA has the ability to do the same thing. Due to 
the quality o f reporting it is not clear that WSCA has ever offered lower than WSCA 
prices to state agencies.



Analysis B (January 30, 2003)

• A n a ly s is  w as  c lone b y  s ta l in g  that i f  e a c h  p r o c u r em e n t  o f  c om p u te r s  r e q u ir e d  
c o n t a c t in g  b o th  W S C A  and  G S C  it w o u ld  re q u ir e  6,974 a d d i t io n a l  p r o c u r em e n t  
a c t io n s  b y  state w o rk e r s  in  the p u r c h a s in g  o f  c om p u te r s  at a cos t o f  $1,431,046 to 
the s ta le . T h i s  a n a ly s is  w as  c o m p le t e d  b y  V e i  n Jones  to a n sw e r  the  q u e s t io n  
“ w h a t  w o u ld  it cos t the  Sta te i f  w e  w e r e  to r e m o v e  the c o o p e r a t iv e  a g re em en t  
la n g u a g e  in  Statute?"

F la w  in  the  A n a ly s is
N o  c o m p le t e  e x p la n a t io n  o f  h o w  these n um b e r s  w e r e  a r r iv e d  at w a s  p r o v id e d  to 
S e n a to r  T h e r r ia u l t  a n d  S en a to r  W i l k e n .  It appea rs  that they  u sed  the  p r ic e  s a v in g s  in  
A n a ly s is  A  a n d  ad d ed  an am o u n t  to c om p e n s a te  fo r  a l l  o f  the a d d i t io n a l  p r o c u rem e n t  
a c t io n s  n e e d e d  b y  S ta le  w o rk e rs .



Analysis C (July 16, 2003)

• Analysis was completed by taking 31 orders that GCS filled for Stale agencies 
and submitted them to Dell to ask what they would have charged for the same 
orders. This analysis concluded that the Stale would save 10.26% on Dell orders 
resulting in annual savings on Dell products of $913,532.

Flaw in the analysis
Th's analysis was basically taking D ell’s word on the prices without stating whether 
t* i pricing strategy was in accordance with the WSCA discount schedule. Even Dell 
i jprescntative Debi Castro agreed by stating “the only way that we can definitively 
give our price is at the moment in time we give our quote.”



JO H N  R. S N O D G R A S S , JR . 
A tto rn ey  a t L aw

840 S o u th  C o lony  W a y  #250 
P a lm e r , A lask a  99645-6990 

(907) 745-4278

December 8, 2003

John Powers, President 
Government Computer Sales, Inc.
794 University Ave. Suite 108 
Fairbanks, AK 99709

Re: Ms. Vandor’s Memo re Alaska Bidder’s Preference
and Cooperative Purchasing.

Dear Mr. Powers:

This opinion letter responds to your request for a review o f Ms. Vandor’s memo dated December 5, 
2003, regarding whether the Alaska bidder’s preference applies when cooperative purchasing 
agreements are used. Her reasoning shows that the bidder’s preference would apply to cooperative 
purchasing agreements for computers.

Ms. Vandor’s memo relies upon the express exemption in AS 36.30.710(b) as the linchpin for her 
reasoning. The third sentence o f  her memo states:

“AS 36.30.710(b) specifically provides that when the state participates in a cooperative 
purchasing agreement, the stale may enter into the agreement independent o f the requirements 
of AS 36.30.060 and 36.30.100 - 36 30.260, thus the state is also exempt from applying the 
Alaska bidder’s preference, AS 36.30.170(b), when it joins in a cooperative purchase with 
another public procurement unit.” (Emphasis added.)

It is tme that Section 710(b) does exempt some cooperative activities from Alaska competition and 
the Alaska bidder’s preference. This exemption is shown by the first group o f  emphasized words in 
the statute, which reads as follows:

(b) A public procurement unit may enter into an agreement, independent o f the 
requirements of AS 36.30.060 and 36 .30 .100-30.30.260. with another public procurement 
unit or external procurement activity for the cooperative use o f  supplies or services under 
the terms agreed upon between the parties.

However, as shown by the second group o f emphasized words, the 710(b) exemption covers only 
"the cooperative use o f supplies or services.” This limited exemption for “cooperative use” should 
be contrasted with the broad scope o f  cooperative agreements covering “the procurement o f  supplies, 
services, professional services, or construction . . ” contained in Section 700.

Section 700 contains no exemption from the requirement o f  Alaska competition and the Alaska 
bidder’s preference, both o f which arc included in AS 36.30.100 - .260. Ms. Vandor acknowledges 
that State activities under Section 700 would be subject to these Alaska requirements.



Mr. John Powers 
December S, 2003 
Page 2 o f 2

In sum, Ms. Vandor’s memo is correct in those limited circumstances regarding the cooperative use 
of supplies. In that instance, the Alaska bidder’s preference would not apply because o f  the express 
exemption.

However, where the State is entering into a cooperative agreement for the purchase o f supplies, 
such as computers, no express exemption exists. Therefore, the Alaska competition and the Alaska 
bidder’s preference provisions would apply.

If you have any questions, please call.

Sincerely,

'J " Ll v - A • jyv*#v\d'

John R. Snodgrass, Jr.

AS 36.30.700 states as follows:
Sec. 36.30.700. Cooperative purchasing authorized. A public procurement unit may either 
participate in, sponsor, conduct, or administer a cooperative purchasing agreement for the 
procurement o f  supplies, services, professional services, or constinction with one or more 
public procurement units or external procurement activities in accordance with the agreement 
entered into between the participants. Cooperative purchasing may include joint or multi­
party contracts between public procurement units and open-ended state public procurement 
units contracts that are made available to local public procurement units.

Unlike Section 710(b), Section 700 does not contain the exemption phrase “independent o f  the 
requirements o f  AS 36.30.060 and 36.30.100 - 30.30.260, ’
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State Procurement Code Statutes
Senate Finance Committee Hearing

December 9, 2003

Sec. »36.30.170«. Contract award after bids.

(a) Except as provided in (b) - (h) o f this section, the procurem ent 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 material respects to the requirements and criteria set out in the 

invitation to bid.

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

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

bidder preference o f five percent, an Alaska products preference as described 

in AS 36.30.322 - 36.30.338, and a recycled products preference under AS 

36.30.337 have been applied. In this subsection, "Alaska bidder" means a 

person who



Sec. »36.30.70Cm. Cooperative purchasing authorized.

A public procurement unit may either participate in, sponsor, conduct, or 

adm inister a cooperative purchasing agreement for the procurement o f supplies, 

services, professional services, or construction with one or more public 

procurement units or external procurement activities in accoraance with an 

agreement entered into between the participants. Cooperative purchasing may 

•nclude jo in t or multi-party contracts between public procurement units and open- 

ended state public procurement units contracts that are made available to local 

public procurement units.

Sec. ^36.30.71 CM. Sale, acquisition, or use of supplies by a public procurement 

unit.

(a) A  public procurement unit may sell to, acquire from, or use any supplies 

belonging to another public procurement unit or external procurement activity 

independent o f the requirements of AS 36.30.060 and 36.30.100 - 36.30.260.

(b) A public procurement unit may enter into an agreement, independent of 

the requirements of AS 36.30.060 and 36.30.100 - 36.30.260, with another public 

procurement unit or external procurement activity for the cooperative use of 

supplies or services under the terms agreed upon between the parties.

2



Sec. 36.30.790. Definitions

In AS 36 .30 .700 - 36.30.790

(1) "cooperative purchasing" means procurement conducted by, or on behalf 

of, more than one public procurem ent unit, or by a public procurement unit with 

an external procurement activity;

(2) "external procurement activity" means a buying organization not located 

in this state that, if located in this state, would qualify as a public procurement 

unit; an agency of the United States is an external procurem ent activity;

(3) "local public procurement unit" means a municipality or other subdivision 

of the state or other entity that expends public funds for the procurem ent of 

supplies, services, professional services, and construction, and any nonprofit 

corporation operating a charitable hospital;

(4) "public procurement unit" means either a local public procurement unit or 

a state public procurement unit;

(5) "state public procurement unit" means the Department of Administration 

and any other contracting agency o f the state.

Sec. »3 6 .3 0 .85 0 «  Application of this chapter.

(c) Except for AS 36.30.085 and 36.30.700 - 36.30.790, this chapter does not 

apply to contracts between two or more agencies, the state and its political 

subdivisions, or the state and other governments.

3
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MEMORANDUM State of Alaska
Department of Law

To: The Honorable Mike Miller 
Commissioner
Department o f  Administration

D***: December 5 ,2003

m H o-: 663-04-0028

Waijorie Vandor 
A ssistant Attorney General

T*L No.: 465.3600

R*: Alaska Bidder’s Preference

Labor & State Affairs -  Juneau

You have asked for an opinion as to whether the Alaska bidder's preference, 
AS 36.30.170(b), applies when the state participates in a cooperative purchasing 
agreement authorized under AS 36.30.700 - 36.30.790. In brief, the answer is no. 
A S 36.30.710(b)1 specifically provides that when tbe state participates in a cooperative 
purchasing agreement, the state may enter into the agreement independent o f  the 
requirements o f  AS 3630 ,060  and 3630 .100  - 36.30.260, thus, the state ja alao dxempt 
from applying the Alaska bidder’s preference, AS 36.30.170(b), when it joins in a 
cooperative purchase with another public procurement un it However, when the State o f  
Alaska administers a cooperative purchasing agreement, moaning, Alaska is the sponsor 
or initiates the cooperative purchase agreement under AS 36.30.700 e t s tq ., then the 
Alaska bidders* preference requirements will apply along with the competitive 
Bolicitatjon requirements m A S 36.30.100 - 3 6 3 0 3 6 0 . Our legal analysis follows,

AS 36.30.710(b) provides as follows:

(b) A  public procurement unit may enter into an agreement, independent
o f  the requirements o f  AS 36,30.060 and 36.30.100 - 36 .30260 , with 
another public procurement unit o r  external procurement activity for 
the cooperative use o f  supplies or services under the ttTua agreed 
upon between the parties.

AS 36.30.060 concerns “specifications” for supplies, services, professional 
services, and construction. AS 36.30.100 - 36.30,260 set out the requirements o f  
competitive scaled bidding and competitive scaled proposals.
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The Honorable Mike Miller 
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December 5,2003
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Under the State Procurement C >de, AS 36.30, cooperative purchases agreements 
■re governed by  Article 9, AS 36.30.700 - 36.30.790. * Article 9 is modeled after the 
American Bur Association (ABA) M odel Procurement Code fo r  State and Local 
Governments, Article 10, Intergover tmeotal Relations (1979). The provisions o f  
AS 36.30.700 -  36.30.790 apply when state (a public procurement unit), a local public 
procurement unit, or external public nocuiement unit, electa to conduct or join With 
another local or external public proem emeat unit to procure or jointly use personnel or 
property through cooperative purchaang.3 Cooperative purchasing6 is conducted as a 
competitive procurement process by Hie initiating public procurement unit that sponsors 
the procurement7

J AS 36.30.850(c) requires the srtai 
36.30.790 when participating in n co<pi 
reads:

te to comply with the terms o f  AS 36,30.700 — 
erative purchasing agreement A S 36.30.850(c)

Except for A S 36.30.085 [lease purchase agreements) and 36.30.700 -  
36.30.790, this chapter [AS 36.10] does not apply to contracts between two 
or more agencies, die state ana its political subdivisions, or the state and 
other government®,

According to the overview o f  the ABA Model Procurement Code, the provisions 
for intergovernmental agreements are "... designed to facilitate cooperative procurement 
among the various units o f  govcnune it. It permits standardization o f  specifications for 
uao by several jurisdictions, joint use o f  real and personal property, and sharing o f  
personnel among local governments and between u state and its political subdivisions. 
The Article also provides that a state] at the request o f  other jurisdictions, m ay provide
procurement information and technics

Cooperative purchasing is de 
innovation, the feature o f  cooperative 
in a state, acting together; (b) by local 
(o) by and among the various states. 
Personal History o f  the M odel Procur$m

services to those jurisdictions.”

cmed to be a cost-saving* measure, a "...major 
purchasing to be utilized: (a) by purchasing units 
units acting with agencies o f  the United States; and 

Public Contract Law Journal, Winter 1996, A  
ent Code, F.T. Vom Baur.

Under A S 36.30.790(1), “cooperative purchasing” means procurement conducted 
by or on behalf of, more than one public procurement unit, or by a public procurement 
unit with an external procurement activity.

An example o f  a cooperative purchase solicitation (Lc,, a request for proposals) is 
found on the Western | States Contracting Alliance website: 
http://www.atate.nm.Wtpd/WSCATiiflm.hmil. N ew  M exico is the sponsor-state for the 
solicitation o f  a cooperative purchase Agreement for certain computers.

http://www.atate.nm.Wtpd/WSCATiiflm.hmil
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! I Under AS 3630.700, a public procurement unit, which, by definition, include* all
contracting agencies o f  the State o f  Alaska,1 is authorized to either participate in, sponsor, 

! conduct, or administer a cooperative purchasing agreement w ith one or more public
procurement units or external procurement activities9 under agreement o f  the parties. 
Under die cooperative purchasing statutes, the state is authorized to jo in  in a cooperative 
purchase agreement initiated by another public procurement unit or an external 
procurement activity. When joining in a cooperative purchase agreement, the sponsoring 

:j state conducts the procurement under; its own competitive rules and procedures (i.e.,
through an invitation to bid or a request for proposals) and participating states arc deemed 
to have oomplicd with their own competitive laws through the sponsoring state's 
competitive process. AS 36.30.170(b) specifically provides that the state may participate 
in such cooperative agreements "independent o f  the requirements o f  A S  36.30.060 and 
3630.100 • 36 .30 .260” Because the sponsoring public procurement unit’s (other state’s) 
competitive solicitation laws and procedures govern the cooperative purchase, Alaska ii 
exempted from the requirements in AS 36.30 as specified in A S 36.30.710 when joining 
a cooperative purchase.

1
When the State o f  Alaska in itia te  or is the sponsor o f  a cooperative purchase in 

which other public procurement units will join, Alaska is considered the administering 
public procurement unit and conducts the competitive solicitation under Alaska's 
procurement laws.10 When Alaska conducts a cooperative purchase, die Alaska bidders 
preference would apply as it is pari o f  the state’s competitive solicitation process, 
(AS 3630 .100  - 3630.260). Statutes governing bid protests and contract controversies 

' also would apply, See  AS 36.30,750.11

Under A S 36.30,770(4), a “public procurement unit” means either a local public 
procurement unit or a state public procurement unit Under A S  3630 ,790(5) “state 
public procurement unit” means the Department o f  Administration and any other 
contracting agency o f  the state.

i

? Under A S 36.30.790(2), an “external procurement activity’ means a buying
organization not located in this state that, i f  located in this state, would qualify as a public 
procurement unit; an agency o f  file United States is an external procurement activity.

u It is our understanding that Alaska has not been the sponsor o f  a cooperative
purchase agreement with other states, but Mas lea has participated in cooperative purchase 
agreements sponsored by other states.

11 AS 3630.760(a) reads:

(a) Under a cooperative purchasing agreement, controversies arising 
between an administering public procurement unit and its bidders, offerors, 
or contractors shall be resolved in accordance with A s 36.30.560 - 
36.30.699. I
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The Honorable Mike Miller December 5 ,2003
A.G. flle no: 663-04-0028 **»g« 4

Under the ABA Model Procurement Code, and Alaska statutes, when a 
participating public procurement unit joins in a cooperative purchase solicitation 
conducted by die sponsor state, then Thai public procurement unit is deemed to have 
fulfilled its own competitive solicitation requirements. And, the cooperative purchasing 
agreements entered into by Alaska with other public procurement unitB or external 
procurement activities have been specifically exempted from die competitive solicitation 
requirements o f  the code, A S 36.30.100 - 36.30,260.

Even though AS 36.30.710 allows the state to participate in cooperative 
agreements independent from Alaska’s competitive solicitation laws, cooperative 
purchase agreements are still competitive procurements. The initiating public 
procurement unit conducts the competitive solicitation under its own laws and other 
public procurement units join in the solicitation for the goods or services. A s stated 
earlier, when the State o f  Alaska participates in a cooperative purchase agreement, it may 
do *c “independent o f  the requirements o f  AS 36.30.060 and 36,30.100 - 36.30,260.” 
AS 36.30.710(a) and (b), Thus, the Alaska bidders’ preference is not applicable, nor 
could it be imposed, when the state joins in a cooperative purchase agreement sponsored 
and conducted by another public procurement unit or external procurement activity. The 
Alaska bidders’ preference “does” apply i f  Alaska is the sponsor State for solicitation o f  
goods or services under a cooperative purchase agreement,

i
I

W e hope this adequately answers your question. Please contact this office i f  
further assistance is needed on this issue.

MLV/sro
i

cc: Vem  Jones, Chief Procurement Officer
Diviaion o f  General Services 1
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FRANK H. MURKOWSKI, GOVERNOR

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
De c em b e r  5, 2003

P.O. BOX 110200 
JUNEAU, ALASKA 99811-0200  
PHO NE: (907) 465-2200
FAX: (907 )465-2135

T h e  H o n o r a b le  G a ry  W i lk e n  
A laska  vState Senator 
119 N .  C u s hm an ,  S u ite  101 
Fa irbanks , A laska 99701

D ea r  Se i lken :

T h is  is ih-response to you r  letter dated D e c em b e r  4,2003, i n  w h ic h  you  p ro v id e  a 
l is t o f  ques t ions  to be answered in  advance  o f  the Senate F in a n c e  C om m it t e e  
h e a l in g ,  tn the letter y ou  m en t io n  that the purpose oT the h ea r in g  is to d iscuss the 
S late o f  A la ska ’s n ew  m ic ro com pu te r  procurement method . A s  a po in t o f  
c la r i f ic a t ip n ,  I  w o u ld  l ik e  to m en t io n  that the state has been purchas ing  
m ic rocompute rs  and related e q u ipm en t  under a W S C A  com pu te r  contract for o ve r  
three yeans.

T h e  responses to your quest ions arc as fo l lows :

Q ue s t io n  #1: a) C a n  a slate agency  b u y  a com pu te r  f r om  D e l l  unde r the Weste rn  
States C on t ra c t in g  A l l ia n c e  (W S CA )  w itho u t  ob ta in in g  any  other 
b ids o r quotes and w ithou t con tac t ing  the A laska  vendor o f  D e l l  
products?

b) I f  yes, can  a state agency do  so w ithou t a p p ly in g  the 5 %  A laska 
B id d e r  Preference?

c) AS  36.30.700 author izes use o f  coopera t ive  purchase 
agreements , but where  does it exempt purchases under these 
agreements from  the rest o f  the p rocurement statutes? W ha t  
spec if ic  statute do  you re ly  on to make the de te rm ina t ion  that the 
usual c om p e t i t iv e  b id  (AS 36.30.170) o r sm a l l p rocurement (AS 
36.30.320) statutes do not apply?

In response to questions 1(a) cuul (b), the ans wer is yes. State agencies may 
purchase computers directly from  Dell under the Western Stales Contracting 
Alliance (WSCA) contract without contacting the Alaska vendor o f  Dell products, 
or applying the 5%  Alaska Didder Preference.

1
Printed on -ecyded paper 

by Alaska Utho, Inc.
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Regarding question 1(c), the slate's participation in the WSCA Dell contract is 
through a cooperative purchase authorized under Article 9 o f  the state  
procurem ent code, A S 36,30.700  -  A S 36.30.790. Further, A S  36.30.850(c) 
exempts cooperative purchasing from  other sections o f  the procurem ent code, 
including the requirements under A S 36.30.170 and AS 36.30.320.

Q ues t io n  #2: W h a t  oppo rtun ity  w i l l  A laska compute r vendors  h a v e  to com pe te  
fo r State m ic ro com pu te r  business in  the future?

The Department o f  Administration is currently involved in an enterprise  
Integration IT  planning project that will likely cause us to alter the way the state  
procures Its computers and related equipment. We have not fina lized  our  
procurement strategy, but intend to fo llow  the state's procurement code as  we 
fu lfill the sta te 's fu tu re  microcomputer needs.

Ques t io n  #3: S in c e  W S C A  p r ic e  lists arc con tro l led  by  the manu fa ctu re r , h o w  
can A la s k a ’s p rocurement off icers be sure they are r e c e iv in g  the 
contracted d iscounts from  retail that they are supposed to get?

Under the WSCA/Dell contract, state agencies receive a predeterm ined discount 
o ff o f  the retail price list. Agencies can confirm the retail prices online. WSCA 
computer contracts are utilized try 15,000 governmental entities in 40 states who 
also ensure that the manufacturers provide the correct contract pricing.

Ques t io n  #4: P re v io u s ly ,  Senators W i lk e n  and The rr iau lt  asked that you  requ ire  
D e l l  to p ro v id e  pe r iod ic  reports o f  purchase a c t iv i t y  th rough  
W S C A .  W h y  do reports for the past year s h ow  o n ly  sum m ar ie s  and 
no t d e ta i le d  in fo rm at ion  to ver ify  purchases by  State agencies?

See below response to question #5.

Ques t io n  #5; Senators W i lk e n  and The r r ia u lt  asked that you  requ ire  State 
agenc ies to capture real-time p r ic in g  data and feed this in to  a 
database so the Leg is la ture  can d eve lop  a pe rspec t iv e  on the actual 
p r ice  d if fe rence  between the A laska M ic ro co r  lp u te r  Con trac t . 
W S C A ,  and  reta i l . W h a t  obstacles have prevented this from  be ing  
done?

Dell provides periodic summary reports o f  state purchasing activity in 
accordance with the terms and conditions o f  the WSCA contract and has provided  
more detailed information regarding individual o r d e r s  as requested b y  the state. 
Government Computer Sales (GCS), the In-state provider o f  Dell products, also 
provides periodic reports o f  state purchases,

We have analyzed the pricing and savings data multiple limes. Each analysis 
confirms that the WSCA pricing is consistently below that offered by GCS, well in 
excess o f  the 57n Alaska Bidder Preference.

2
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Thr state calculated average savings o f  10.26% under the WSCA Dell contract 
after benchmarking 31 separate orders hand-picked by GCS. It is appropriate to 
note that Dell confirmed the retail and  WSCA pricing fo r  this sample, and  
concurs with the sta te 's findings. This was the last o f  several cost comparisons 
the state had conducted. Those comparisons documented that the WSCA Dell 
contract offered significant savings to the state.

I f  we applied the 10.26% average savings to the GCS yearly sales o f  Dell 
computers to the state ($8,905,512 in 2002), the slate would have realized an 
approximate savings o f  over $900,000 by using the WSCA Dell contract instead 
o f the contract with GCS.

The state has spent months o f  s ta ff time benchmarking the price differences and 
savings between the WSCA Dell contract and the Dell contract with GCS. We 
believe it would be extremely expensive and unproductive to continue to track and 
analyze over $8 million dollars worth o f  annual computer equipment purchases, 
in excess o f 2,000 individual orders, especially since results are already known, 
have been documented multiple times and confirmed by Dell -  the manufacturer.



I  h op e  m y  responses adequate ly  address your questions, and  lo ok  fo rward to 
a t tend ing  the Sena te  F in a n c e  C om m it t e e  m ee t in g  next week .

A s  y ou  k n ow ,  w e  b e l ie v e  the W S C A  computer contracts generate substantia l 
vo lume-based sav ing s  due  to the c om b in ed  purchas ing  pow e r  o f  m u l t ip le  states 
and  po l i t i c a l  s u b d iv is io n s .  S in c e  O c to b e r  1, 1999, the W S C A  com p u te r  contracts 
have  generated a c um u la t iv e  v o lum e  o f  app rox im a te ly  $4 b i l l i o n  do l la rs . D e l l  
w i l l  a ccoun t fo r  o v e r  $1.5 b i l l i o n  i n  sales this ca lendar year a lone . I  rema in  
co n f id e n t  that it  is i n  the state’s best interest to con t inue  u t i l i z i n g  these cost- 
e f fe c t iv e  contracts.

C om m is s io n e r

cc: R ay  M a t ia s h ow sk i 
D e p u ty  C om m is s io n e r

V e m  Jones
C h i e f  P rocu rem en t O f f ic e r



G a r y  w il k e n
SENATOR
Fairbanks

Inii'iiuL 
1851 Fox Avc. 

Fairbanks, Alaska 94701 
Tel: 451-5501 (from Fbks)

Tel: (007) ‘K>5-37lW (outside Fbks) 
Fax:(007)465-4714

DiuinaJSiisiiun:
Slate Capitol building 

Juneau, Alaska 00801-1182 
Tel: 451-5501 (from Fbks)

Tel: (007) 465-3700 (outside Fbks) 
Fax:(007)465-4714 

Website: wtvw.garywilkcn.com 
E-Mail: Senator.Gaiy.WilkcnOdegis.statc.ak.ti>

D e c e m b e r  4, 2003

M r .  M ik e  M i l l e r ,  C o m m is s i o n e r  
D e p a r tm e n t  o f  A d m in is t r a t io n  
P .O .  B o x  110200 
Juneau , A K  99S11-0200

D e a r  C o m m is s i o n e r  M i l l e r ,

T h a n k  y o u  fo r y o u r  w i l l i n g n e s s  to a t tend  the S ena te  F in a n c e  C o m m i t t e e  h e a r in g  
s c h e d u le d  fo r  D e c e m b e r  9, 2003 at the A n c h o r a g e  L e g is la t i v e  I n f o rm a t io n  O f f i c e  f r om  
9:00 am  to 11:00 am . A s  y o u  k n o w ,  the p u rp o s e  o f  th is h e a r in g  is to d is c u s s  the  S la te  o f  
A la s k a ’s n e w  m ic r o c o m p u t e r  p r o c u r em e n t  m e th o d .  I n  an e ffo r t to e n s u r e  an o p e n  a n d  
c a n d id  d is c u s s io n  o n  th is  issue , I  h a v e  p re p a red  a l is t o f  q u e s t io n s  fo r y o u r  c o n s id e r a t io n .  
I f  t im e  a l l o w s ,  p le a se  re s p ond  in  w r i t i n g  p r io r  to the start o f  the m e e t in g .

Q u e s t io n  # 1: a) C a n  a state a g e n c y  b u y  a c o m p u t e r  f r om  D e l l  u n d e r  the 
W e s te r n  States C o n t r a c t in g  A l l i a n c e  ( W S C A )  w i t h o u t  
o b t a in in g  a n y  o th e r  b id s  o r  q uo te s  a n d  w i t h o u t  c o n t a c t in g  
the A la s k a  v e n d o r  o f  D e l l  products?

b) I f  yes , c a n  a s la te  a g e n c y  d o  so w i t h o u t  a p p l y in g  the  5 %
A la s k a  B id d e r  P reference?

c) A S  36.30.700 au th o r iz e s  use o f  c o o p e r a t iv e  p u r c h a s e  
ag re em en ts ,  b u t  w h e r e  does  it e x e m p t  p u rc h a s e s  u n d e r  these 
a g re em en ts  f r om  the rest o f  the p r o c u r em e n t  statutes? W h a t  
s p e c i f i c  statute d o  y o u  re ly  o n  to m a k e  the  d e t e rm in a t io n  that 
the u sua l c o m p e t i t i v e  b id  (A S  36.30.170) o r  s m a l l  p r o c u r em e n t  
(A S  36.30.320) statutes d o  not app ly?

Q u e s t io n  #2: W h a t  o p p o r t u n i t y  w i l l  A la s k a  c o m p u t e r  v e n d o r s  h a v e  to c om p e t e  
fo r  S ta te  m ic r o c o m p u t e r  b us in e s s  in  the future?

Q u e s t io n  #3: S in c e  W S C A  p r ic e  l ists are c o n t r o l l e d  b y  the m a n u fa c tu r e r ,  h o w  
ca n  A la s k a ’s p r o c u r em e n t  o f f ic e r s  be  sure th ey  a rc r e c e iv i n g  the 
c o n t ra c te d  d is c o u n ts  f r om  re ta i l  that th e y  arc s u p p o s e d  to get? 

-----------------P r o u d ly  R e p r e s e n t in g  the  ( ! o ld e n  H e a r t  o f  A l a s k a -----------------



Q u e s t io n  #4: P r e v io u s ly ,  S ena to rs  W i l k e n  and  T h e r r ia u l t  asked  that y o u  r e q u ir e
D e l i  to p r o v id e  p e r io d ic  reports o f  p u r c h a s e  a c t i v i t y  th ro u g h  
W S C A .  W h y  d o  reports fo r the past y e a r  s h o w  o n l y  s um m a r ie s  
a nd  n o t d e ta i le d  in f o rm a t io n  to v e r i f y  p u rc h a s e s  b y  Sta te agenc ies?

Q u e s t io n  #5: Sena to rs  W i l k e n  and  T h e r r ia u l t  asked  that y o u  r e q u ir e  State
a g e n c ie s  to ca p tu re  rea l- t im e p r i c i n g  data a n d  fe e d  th is  in t o  a 
da tabase  so the L e g is la t u r e  ca n  d e v e lo p  a p e r s p e c t iv e  o n  the  ac tua l 
p r ic e  d i f f e r e n c e  b e tw e e n  the A la s k a  M i c r o c o m p u t e r  C o n t r a c t ,  
W S C A ,  a n d  re ta i l .  W h a t  obs ta c le s  h a v e  p r e v e n te d  th is  f r om  b e i n g  
done?

I f  y o u  n e e d  c la r i f i c a t io n  o n  a n y  o f  the a b o v e  q u e s t io n s ,  p le a se  d o n ’ t h es ita te  to co n ta c t  
rm 'se lf  o r  m y  sta ff at y o u r  c o n v e n ie n c e .  T h a n k  y o u  fo r y o u r  a t te n t io n  to th is  matte r . I  
lo o k  fo rw a rd  to r e c e iv i n g  y o u r  response .

S in c e r e ly ,

S la te  S e n a to r  - F a ir b a nk s
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October 30,2003

Mr. Vei.i Jones 
Chief Procurement Offioer 
Dept of Administration 
State o f Alaska 
Division of General Services 
PO Box 110210 
Juneau, AK 99811-0210

Dear Mr, Jones:

Dal) appreciates the opportunity to establish a direct relationship'with f’ o State o f  
Alaska’s Exocutiye Branch and provides you with the following offtr regarding Dell 
Marketing L.P.’s (’‘Dell”) discounted pricing for the Statt*-. o f  Alaska's Executive Branch 
and related agencies.

Price Discounts! The State o f Alaska’s Executive Branch may purchase mutually agreed 
upon Category A Standard Configuration System Products from Dell in the United States 
at the following discounts from Dell's published list price (‘Trice Discounts").

♦ is . i >. ■ • i ■

OptiPlex Desktops 19%
Latitude Notebooks 12%
PowerEdge Servers 19%

Commitment: Dell’s pricing above is contingent on the State o f Alaska Executive 
Branch’s commitment to purchase all o f their desktop, laptop, and server needs for the 
term of die contract on a sole source basis from Dell (estimated to be at least fifteen 
million (S15M) dollars worth of products per year). The discounts set forth above are 
subject to change (I) in the event of structural or significant changes in the way Dell 
develops its list pricing; (ii) in the event that key vendors to Dell, significantly change 
their pricing structure to Dell; or (iii) i f  State of Alaska’s Executive Bran oh does not meet 
its obligations under the Agreement,

Quarterly Reviews: Once the State o f Alaska's Executive Branch decides to enter into 
a direct relationship with Dell, we will endeavor to provide you with not just aggressive 
pricing discounts, but also great products ar-1 c great customer experience. In order to 
achieve thi* goal, Dell will review the prices tor these systems each quarter to ensure that 
State of Alaska's Executive Branch Is receiving at least this discount level.. In the event
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that a standard configuration price Is found to be above the appropriate discount amount 
during the review, Dell will revise the price for «ubsequent orders. Any changes in the 
price o f standard configuration, rill only apply to orders received after die effective date 
of the price change. This pricing commitment is effective for the term o f  the contract i« 
confidential to Dell and the State of Alaska’s Executive Branch.

Product Transition: Additionally, Dell will work with you to ensure a lower total oost 
of technology ownership. If a mutually agreed upon Standard Configuration System has 
reached the end o f  its life oyole, Dell will work with the State o f  Alaska’s Executive 
Branch to develop a plan for a smooth transition to a new configuration, As part o f this 
plan, Dell will make a good faith effort to help the State of Alaska’s Executive Branch 
transition to a new Standard Configuration at a point in the product life cycle where the 
prico o f tho new system is comparable to the price of the prior system.

Resellers: Dell agrees feat the pricing to the State o f  Alaska's Executive Branch will be 
better than pricing that Dell provide* to any reseller related to the same opportunity that 
the reseller may be bidding on in the State o f Alaska, This statement applies only to the 
Stale and Loot! Government space

This letter, and all soles and purchases by and between Dell and the State o f Alaska’s 
Executive Branch will bo governed by the WSCA terms and conditions as currently 
agreed upon by both parties. The State of Alaska’s Executive Branch further agrees and 
acknowledges that all product purchases made outside of the mutually agreed upon 
standard configurations will be priced according to flic WSCA category discounts as 
agreed upon by Dell and the State of Alaska.



R o b e r t  L .  C a r r i e r
SUMMARY
A  p r o fe s s io n a l p r o c u r em e n t  a dm in is t r a to r  a n d  m a n a g e r  e x p e r ie n c e d  i n  p u r c h a s in g  and  
c o n t r a c t in g  o f  h u m a n  s e rv ic e s ;  s u p p l ie s ,  s e r v ic e s  a n d  e q u ip m e n t  fo r  c o n s t r u c t io n ,  h e a v y  
e q u ip m e n t ,  a nd  a u t o m o t iv e  in d u s t r ie s ;  a n d  w a r e h o u s in g  a n d  i n v e n t o r y  c o n t r o l .  W o r k e d  in  b o th  
p r iv a t e  a nd  p u b l i c  sectors . A b l e  to le ad  and  d i r e c t  e m p lo y e e s  to a c h ie v e  o r g a n iz a t io n a l  g o a ls  and  
h ig h e s t  le v e ls  o f  c u s t o m e r  s a t is fa c t io n .  E x t e n s iv e  e x p e r ie n c e  a n a ly z i n g ,  d e v e l o p i n g  a nd  
im p le m e n t i n g  p u r c h a s in g  m e th o d s  a n d  p ro c edu re s , a n d  u t i l i z i n g  p u r c h a s in g  a n d  in v e n t o r y  
so f tw a re . E x c e l l e n t  n e g o t ia t o r  a n d  c o m m u n ic a t o r .

WORK EXPERIENCE
Sta te o f  A r iz o n a ,  D e p t ,  o f  E c o n o m i c  S e c u r i t y  ( D E S ) ,  P h o e n ix ,  A Z  2002-Present
C o n t r a c t s  M a n a g e m e n t  S p e c ia l i s t  I I I

■ R e d u c e d  the cos t o f  m a n d a t e d  le g a l n o l i c e s  fo r s o l i c i t a t io n s  b y  d e v e l o p i n g  a n e w  fo rm a t;
■ Se rves  as l i a i s o n  to a s s ig n e d  a dm in is t r a t io n s  w i t h i n  D E S ;
■ P ro v id e s  t e c h n ic a l  a ss is tan ce  and  t r a in in g  to D e p a r tm e n t  p e r s o n n e l in  co n tra c t  

m a n a g em e n t  p o l i c i e s ,  d e v e lo p m e n t  o f  s copes  o f  w o rk ,  s p e c ia l  te rm s  a n d  c o n d i t io n s ,  
o p e ra t in g  p ro c e d u re s ,  a n d  standards;

■ R e v ie w s  R equ e s ts  fo r  P ro po sa ls ,  I n t e r g o v e r nm e n ta l  A g r e em e n t s ,  a n d  C o n t ra c ts  fo r 
a c c u ra c y ,  c la r i t y ,  a n d  c o n f o rm a n c e  to S la te  P ro c u rem e n t  C o d e .

Sta te  o f  A la s k a ,  D e p t ,  o f  T r a n s p o r ta t io n  ( D O T )  J uneau ,  A K  1990-2002
Sou th ea s t  R e g io n  C h i e f  P r o c u r em e n t  O f f i c e r  (1998-2002)

* A d m in is t e r e d  the D O T  S ou th eas t  R e g io n  P ro cu rem en t  D e p a r tm e n t .  L e d ,  t ra in ed , 
e v a lu a te d ,  c o a c h e d ,  a n d  c o u n s e le d  a l l  e m p lo y e e s  to a c h ie v e  s u p e r io r  c u s tom e r  
sa t is fa c t io n ;

* E v a lu a t e d ,  d e v e lo p e d  the  s p e c i f i c a t io n s ,  p u r c h a s e d  a n d  im p le m e n t e d  o n  a s ta tew id e  
bas is , c e n t i a l i z e d  p r o c u r em e n t  so f tw a re . In c r e a s e d  o v e r a l l  e f f i c i e n c y  a nd  red u ced  
p r o c u r em e n t  cos t b y  e l im i n a t i n g  d u p l ic a t io n ;

■ D ir e c t e d  the S o u th ea s t  R e g io n  D O T  a nd  the A la s k a  M a r i n e  H i g h w a y  S y s tem  ( A M H S )  
P ro c u r em e n t  s e c t io n .  H a d  u n l im i t e d  p u r c h a s in g  a u th o r i ty ,  fo r  n e g o t ia t in g  a nd  
e s t a b l is h in g  c o n t ra c tu a l  c o m m i tm e n t s  fo r  t e c h n o lo g y  p u r c h a s e s ,  c o n s t r u c t io n  s u p p l ie s  
a nd  s e rv ic e s ,  a n d  vesse l c o n s t r u c t io n ,  repa irs ,  a nd  m a in t e n a n c e ;

■ D e v e lo p e d  c o m p le x  s co p e s  o f  w o r k  fo r  s u p p l ie s ,  e q u ip m e n t  a n d  se rv ic es ;
* R e v i e w e d ,  n e g o t ia t e d ,  a p p r o v e d  v a r io u s  c o m p e t i t i v e  s o l i c i t a t io n s  to o b t a in  best p r ic e ,  

q u a l i t y ,  a n d  d e l i v e r y  to m ee t o r  e x c e e d  c u s tom e r  e x p e c ta t io n s ,  w h i l e  a d h e r in g  to the 
P ro c u r em e n t  C o d e ;

■ R e v i e w e d  a n d  a p p r o v e d  v a r io u s  c o m p e t i t i v e  s o l i c i t a t io n s  in  o r d e r  to o b t a in  the best p r ic e ,  
q u a l i t y  a n d  d e l iv e r y ;

■ M a n a g e d  the  S o u th ea s t  R e g io n  m a in t e n a n c e  and  c o n s t r u c t io n  s u p p ly  p u rc h as e s ,  and  
w a re h o u s e  in v e n t o r y .  E s t a b l i s h e d  a n d  m a in t a in e d  v e n d o r  r e la t io n s  in  o rd e r  to a c h ie v e  
p r om p t  and  r e l i a b le  d e l i v e r y  at a c o m p e t i t i v e  p r ic e ;

■ A d m in is t e r e d  the A M H S  p r o c u r em e n t  p ro g ram . P r o v id e d  o v e r s ig h t  o f  A M H S  vesse l 
p r o c u r em e n t s ,  shore-s ide f a c i l i t y  p r o c u r em e n t ,  con tra c t  i n i t i a t i o n ,  m a n a g e m e n t  a nd  
m o n i t o r i n g  fo r c o m p l i a n c e ,  w a r e h o u s in g  s u p p l ie s  a n d  e q u ip m e n t  in  tw o  w a rehou ses ;

■ R e v i e w e d  m e th o d s  o f  p r o c u r em e n t ,  a s s ig ned  p r io r i t ie s  a n d  d e a d l in e s ,  p r o v id e d  o v e r s ig h t  
o f  a l l  phases  o f  c o n t r a c t in g  a n d  p u r c h a s in g  to ensu re  a c c u r a c y  a n d  s ta tu tory  c o m p l i a n c e .
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P ro c u r em e n t  S p e c ia l i s t  I I I  (1995-1998)
• L ed ,  t r a in e d ,  e v a lu a t e d ,  c o a c h e d ,  a nd  c o u n s e le d  e m p lo y e e s  to a c h ie v e  o b je c t i v e s  o f  

S e c t io n ;
■ im p r o v e d  end-user r e la t io n s  b y  im p le m e n t i n g  r e g u la r  on-site p r o b le m  s o l v i n g  sess ions ;
■ S u p e r v is e d  a n d  d e v e lo p e d  the p r e p a ra t io n  o f  s p e c i f i c a t io n s  a n d  s o l i c i t a t io n s  o f  in f o rm a l  

b ids ; aw a rd e d  b id s  fo r p u r c h a s in g  a n d  le a s in g  o f  s u p p l ie s ,  re p a ir  pa rts , e q u ip m e n t ,  a n d  
m a te r ia ls ;  p re p a ra t io n  o f  P u rch ase  O rd e rs ;

• E s t a b l i s h e d  a n d  m a in t a in e d  v e n d o r  r e la t io n s  to assure u n in t e r r u p t e d  o p e r a t io n  o f  the 
A M H S  S o u th ea s t  a nd  S o u t hw e s t  vesse ls  a n d  shore-side o p e ra t io n s .

P ro c u r em en t  S p e c ia l i s t  I  (1992-1995)
■ Prepared  s p e c i f i c a t io n s  a n d  s o l i c i t a t io n s  o f  in f o rm a l  b id s ,  a w a rd e d  b id s  fo r  p u r c h a s in g  

and  le a s in g  s u p p l ie s ,  r e p a i r  parts , e q u ip m e n t ,  a nd  m a te r ia ls ;  p r e p a re d  P u rc h a s e  O rd e rs ;
■ E x p e d i t e d  d e l i v e r y  to assure u n in t e r r u p te d  o p e ra t io n  o f  the A M H S  S o u th e a s t  and  

S o u thw e s t  vesse ls  and  shore-s ide op e ra t io n s .

S u p p ly  T e c h n i c i a n  I  (1990-1992)
• P repared  s p e c i f i c a t io n s  a n d  s o l i c i t a t io n  o f  in f o rm a l  b id s ,  aw a rd e d  f o r  p u r c h a s in g  a n d  

le a s in g  o f  s u p p l ie s ,  r e p a i r  parts, e q u ip m e n t ,  a n d  m a te r ia ls ;  p r e p a re d  D e l i v e r y  O rders ;
■ D e v e lo p e d  a n d  im p le m e n t e d  r e q u is i t io n  a n d  p u rc h a s e  o rd e r  t r a c k in g  s y s t em  to assure 

fo l low - up  a n d  p r om p t  d e l i v e r y .

O T H E R  E X P E R I E N C E :
H e l d  a v a r ie ty  o f  m a n a g e m e n t  a n d  s u p e r v is o r y  p o s i t io n s  in  the a u to m o t iv e ,  c o n s t r u c t io n ,  and
h e a v y  e q u ip m e n t  in d u s t r ie s .

E D U C A T I O N :
U n iv e r s i t y  o f  A la ska/Sou thea s t ,  J u n e au ,  A la s k a

B a c h e lo r  o f  B u s in e s s  A d m in is t r a t i o n  - M a n a g e m e n t  D e g r e e  
A ss o c ia te  o f  A rts  D e g r e e

H in d s  J u n io r  C o l l e g e ,  R a y m o n d ,  M is s i s s ip p i  
G e n e r a l  E d u c a t io n

C E R T I F I C A T I O N :
State o f  A la s k a  L e v e l  I I I  C e r t i f i c a t i o n
N I G P  C e r t i f i c a t i o n  a n t ic ip a t e d  J a n u a ry  2004

O U T S I D E  A F F I L I A T I O N S :
■ S e rv e d  o n  B o a rd  o f  D i ' e c lo r s  fo r J un eau  (A laska)  R e c e i v i n g  H o m e ,  a j u v e n i l e  p la c em e n t  

f a c i l i t y .
■ S e r v e d  as T r e a s u r e r  a n d  B o a rd  M e m b e r  fo r  J u n e au ,  A la s k a  h om e le s s  s h e l t e r  (T h e  G l o r y  

H o le ) .
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• it  J 5 t a t  e s  L i  o u l r a  c  t i i i g a n e e

WELCOME

T h e  W e s te r n  S ta le s  C o n t r a c t in g  A l l i a n c e  ( W S C A )  was  f o rm e d  i n  O c t o b e r  1993 b y  the  state p u r c h a s in g  
d ire c to rs  f r om  f i f t e e n  wes te rn  states. T h e  p r im a r y  p u rp o s e  o f  W S C A  is to e s ta b l is h  the m e a n s  b y  w h i c h  
p a r t i c ip a t in g  states m a y  j o i n  to g e th e r  in  c o o p e r a t iv e  mu lt i-S ta tc  c o n t r a c t in g  in  o rd e r  io  a c h ie v e  cost- 
e f f e c t iv e  a n d  e f f i c i e n t  a c q u is i t io n  o f  q u a l i t y  p ro d u c ts  a nd  s e rv ic e s .

M e m b e r s h ip  c o n s is ts  o f  the p r i n c i p a l  p r o c u r em e n t  o f f i c ia l  that h eads  the state cen tra l p r o c u r em e n t  
o r g a n iz a t io n ,  o r  d e s ig n e e  fo r that state, f r om  the  states o f  A la s k a ,  A r iz o n a ,  C a l i f o r n ia ,  C o lo r a d o ,  H a w a i i ,  
I d a h o ,  M in n e s o t a ,  M o n t a n a ,  N e v a d a ,  N e w  M e x i c o ,  O r e g o n ,  S o u t h  D a k o ta ,  U t a h ,  W a s h in g t o n  a nd  
W y o m in g .

A l l  g o v e r nm e n ta l  e n t i t ie s  w i t h i n  W S C A  states are w e l c o m e  to use  the a p p r o v e d  a g re em en ts  as w e l l  as 
a u th o r iz e d  g o v e r n m e n t a l  e n t i t ie s  in  n o n - W S C A  states. E v e r y o n e  ben e f i t s  f r om  c u m u la t i v e  v o l u m e  
d is c o un ts .

htlD://w w w .aboutw sca.ore/w scaw ekom e.h tm 1 i o / a n n m
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HONORABLE M EM BERS OF THE SENATE FINANCE COM M ITTEE:

M y  name is John Powers and  1 am the Pres ident o f  G o v e rnm en t  C om p u te r  Sales, In c , ,  a 
Fairbanks and A n cho rag e  based com pu te r  te chno log y  supp l ie r . W e  have  been  serv ing the 
te chno logy  needs o f  state and loca l governments  and educa t io na l ins t itu t ions s ince 1989. W e  
current ly  h o ld  the State M i c r o  C om pu te r  Contrac t . W o  are the largest supp l ie r  o f  te chno log y  to 
th.c state o f  A laska, and w e  prov ide , d irect ly  and ind irec t ly , m a ny  we l l-pay ing Alaska jobs .

Senator W i lk e n  asked the quest ion , w h a t ’s the cost o f  d o in g  business locally? T h e  f l ip  s ide o f  that 
quest ion is, w h a t ’s the cost o f  N O T  do ing  business locally? T h is  second ques t ion  is very  real to 
us because w e  are in  danger o f  be ing  forced ou t o f  business by  the D iv is io n  o f  Genera l Serv ices 
(DGS) . D G S  wants to term inate ou r com pe t i t iv e ly  b id  con tract in favor o f  a contract d irect w ith  
ou r vendors, th rough the W este rn  States C on t ra c t in g  A l l ia n ce  (W SCA ) .  W S C A  prov ides no 
A laska jobs .

D G S  c la ims ou r  te rm ina t io n  w i l l  result in lo w e r  pr ices to  the  State, but D G S  has repeated ly failed 
to show  any concre te  ev id en ce  that W S C A ’s pr ices are lo w e r  than  ours. As Senator W i lk e n  
stated, D G S ’s cost/benefit analysis is “f law ed .” T h e  cost/benefit analysis is f law ed  for tw o  ma in  
reasons. Second , it fails to s h ow  a real benefit . F irst, it fails to s h ow  the real costs. S om e  o f  the 
costs to A laska in c lu de  the te rm ina t ion  o f  our business and a ll o f  o u r  d irect jobs . A dded  to  all o f  
ou r lost jobs are the e c o n om ic  m u lt ip l ie r  effect on  the e co n om y  and other lost jobs .

A  m o re  techn ica l ques t ion  fo r th is hear ing is w he the r  the Leg is la tu re  w i l l  a l low  D G S  to a vo id  
both A laska com pe t i t io n  and the A laska preference law  for the com pu te r  contract. D G S  wants to 
purchase computers  so le ly  under the contract th rough  W S C A  w i t h  no  A laska com pet it iv e  b id and 
no A laska preference. W h e n  the D e l l  and Ga tew ay  com pu te r  contracts w ere  com pe t i t iv e ly  b id  out 
subject to  lo ca l preference, w e  w o n  and W S C A  lost,

W e  understand that the S ta te ’s C h ie f  Procurement. O f f ice r  is current ly  nego t ia t ing  w ith  D e l l  
d irect ly  w ithout , com pe t i t io n  and w itho u t  any no t ic e  to  A laska b idders. W h y  w o u ld  the C h i e f  PO  
wan t to a v o id  compet it ion? W h y  w o u ld  he wan t to take away loca l jo b s  and to  fa vo r a W S C A  
bidder. C o u ld  the fact that he is the nationa l C h a irm an  o f  W S C A  be a reason? It  seems unfa ir  to 
us that the C ha irm an  o f  W S C A  term inates ou r State contract and then comm its  the State to a 
W S C A  contract w it h  no  com pe t i t io n  or no t ic e  to A laska bidders,

In  N o v em b e r  2C00, w e  w ere  awarded the contract for D e l l  and Ga tew ay  products in  a 
compet it ive  b id  against other resellers and W S C A .  O u r  contract was  fo r one  year, w i t h  three 
add it iona l one-year op t ions . T h e  State ex tended the contract fo r  the first year o f  the op t ion  
per iod. T h en , in  N o v em b e r  2002, D G S  no t if ied  us o f  te rm ina t ion . A t  that t im e  D G S  apparently 
interpreted A S  36.30.700 to  a l low  it to contract d irect ly  w i t h  ou r vendors  through W S C A .  Th is  
read ing o f  S ec t ion  700 a l low s  D G S  to bypass both A laska com pe t i t io n  and the Alaska bidders 
preference. D G S ’s n ew  read ing is w ro ng  because Sect ion  700, u n l ik e  710, does not exempt 
cooperative purchas ing  from  the C o d e ’s com pe t i t iv e  requ irem ents  set ou t in  A S  36.30.) 00-.260 , 
S im ila r ly , u n l ik e  Sect ion  710, Sect ion  700 does not exempt coope ra t iv e  purchases from the loca l 
b idders preference in  36.30.170.
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T o  the manufacturers , D G S ’s n ew  read ing means that the State o f  A laska  wants to bypass loca l 
business and wants to dea l d irect w it h  outsiders. Th is  interfered w i t h  ou r  12-year reseller 
relat ionships w ith  D e l l  and Gateway . W e  protested D G S ’s term ina t ion . D G S  even tua l ly  agreed to 
extend our contract, b u t on ly  o n  the co nd it io n  that it co u ld  add the D e l l  and G a tew ay  contracts 
through W S C A  to the State Contrac t w it h  equal stand ing to us. W e  cap itu la ted  and agreed. W h i le  
D G S ’s act ions have hurt us, w e  have cont inued  to p rov id e  most o f  the  compute rs  to the State.

D u r in g  this last year, agenc ies wero  no t required to contac t us or to d o c um en t  any purported 
savings that D G S  c la ims by purchas ing through W S C A  instead o f  us. D G S  has refused to prov id e  
any mean ing fu l analysis o f  purchases dur ing  the per iod  w hen  w c  and W S C A  both supp l ied  D e l l  
and G a tew ay  products , e ven  though  repeated ly asked to do  so by Senators W i lk e n  and Therr iau lt . 
W e  request that ou r contract be extended and an actual p r ice  com par ison  be  mandated .

T h e  damage to our re lat ionsh ip w ith  ou r manufacturers can be  reversed o n ly  by a strong response 
from  the Leg is lature . W e  request that agencies be requ ired to contac t the  A laska vendor where 
one exists, and app ly  the A laska b idder preference in  de term in ing  the best pr ice.

W H A T  B R O U G H T  U S  H E R E  T O D A Y :
I

D u r in g  the mid-1980’s governments  and educators across A laska started to rea lize the  benefits 
that P C s  cou ld  prov ide , but the norma l b id  process was too  cum bersom e fo r the rap id ly  chang ing 
compute r industry. C om pu te r  spec if icat ions were often obso le te by the t im e the procurement was 
comp le ted . A lso , many  o f  the mach ines the State bought in th is manner m e t a ll the specif icat ions, 
but were no t equ iva len t to the  lead ing  brands in quality o r compat ib i l i ty . R e a l iz in g  that it was not 
gett ing wha t it wanted th rough  a standard compet it ive  process, the State o f  A laska dec ided to 
ho ld  a com pet it iv e  b id process among  suppliers o f  a few  brands o f  compute rs  that had 
demonstrated long  term to ta l va lue .

I n  the early 1990’s the State in troduced a contract ing process w h ic h  a l low ed  resellers and 
manufacturers to c om p e l i t iv c ly  b id  fo r the right to supp ly  a spec if ic  brand P C  p roduc t l ine  to the 
State for a gw e n  per iod o f  t ime. T h e  contract w o u ld  t ie the p rov id e r to a pub l ished  pr ice list (e.g., 
manufacturer’s retail) so that w h e n  products o r p r i c e s . tanged, the contract ho lde r w o u ld  pass 
the benefit to the State. T hese  contracts w e re  typ ica l ly  for a year o r  tw o  at a t im e  w i t h  op t iona l 
renewals at the State’s d iscret ion . They  w e re  re-bid per iod ica l ly , aga in  p ro v id in g  all certif ied 
resellers and manufacturers an opportun ity  to b id for the r ight to supp ly  the brand spec if ied on the 
contract. W e  have he ld  success ive vers ions o f  this fo rm  o f  State contract fo r o ve r  ten years,

Th e  last t im e the State re-bid the m ic ro  compute r contracts in the sum mer o f  2000, G C S  w o n  the 
right to ho ld  the contracts for both  D e l l  and Ga teway products . T h e  contract a l low ed  o n ly  one 
prov ide r per manufacturer, T h e  contracts were for one year w it h  three add it iona l one-year 
options, T h e  compet it ive  b id  process in  2000 conta ined a caveat that i f  no  b idder cou ld  offer a 
pr ice better than that offered through W S C A  for a brand, that the State reserved the r ight to make 
no award and to s ign on to the contract through W S C A  for those brands. O u r  prices w ere  low er 
than W S C A  after app ly ing  the Alaska b idder preference and w e  go t the contract fo r D e l l  and 
Gateway .
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As noted earlier, o n  N o v e m b e r 1 S,h 2002, D G S  not if ied us that it was term inat ing our contract, 
W e  expected D G S  w o u ld  then re-bid the contracts, a l low in g  A laskan te chno logy  prov iders l ike us 
an opportun ity  to compete  for the State’s P C  business. W e  were informed that there was no 
in tent ion to re-bid the contract. Instead , D G S  dec ided to use coopera t ive  agreements, thereby 
try ing  to evade bo th  com pe t i t iv e  b idd in g  and lo ca l b idder ’s preference as set ou t in  A S  36.30.100- 
.260.

As jus t if ica t ion , D G S  c la im ed  Alaskan prov iders offered l itt le or no va lu e  to  the pub l ic  sector, and 
argued that o u r  p i i c e s  w e re  m u ch  h igher tl ian W S C A  offered for the same products . H ow eve r ,  as 
Senator W i lk e n  stated, and  I  quote , D G S ’s “analysis was f lawed ,’’ “the savings co u ld  not be 
substantiated,” and  “D G S  has not been ab le to  p rov id e  a detai led analysis o f  the savings o f  
W S C A . ”

In  N o v em b e r  2002, D G S  extended our contract for one m o re  year under s ign if icant pressuro from 
many o f  o u r  p u b l ic  sector customers around the State. M os t o f  them  spelled out the va lue  that w e  
prov id ed  in the fo rm  o f  com pe t i t iv e  prices, great sendee and overa l l va lue . H ow e v e r ,  in its 
extens ion not ice , D G S  requ ired us to accept w it h o u t  protest the State’s s imu ltaneous use o f  the 
W S C A  agreements.

D G S  has taken the pos it ion  that a coopera t ive  purchas ing agreement is exempt from procurement 
procedures, and can  be used , essentially, as a sole source prov ider. W e  requested that D G S  
prov ide  ins truct ions to users o f  the W S C A  agreements that w o u ld  require agenc ies to contact the 
A laska vendor for compara t ive  p r ic ing , and app ly  the 5%  A laska b idder preference. D G S  refused, 
thereby e ffec t ive ly  annu l l in g  the  statutory preference that the Leg is la ture  has requ ired for A laska 
b ’dders and A laska jo bs  unde r  A S  36.30.170(b). As further ev idence  o f  D G S ’s anti-Alaska bias, 
the D G S  p rocurem en t m anua l ( A A M  81,060) states “Coope ra t iv e  Purchas ing Agreements; 
C om pe t it iv e  quotes , b ids o r  proposals are n o t  requ ired for goods or services under A S  36.30.700- 
730.” W h i l e  the p rocurem ent m anua l may show  D G S ’s interpretat ion o f  the statutes and may be 
correct for S e c t io n  710, it is w ro ng  for Sect ion  700 and W S C A .  Further D G S ’s m anua l docs not 
c a n y  the w e ig h t o f  law  because A S  36.30.870 requires that real regu lat ions “shall be adopted in  
accordance w i t h ” the  Adm in is tra t ive  P rocedure  Act , w h ic h  the manua l was not.

I n  N o v em b e r  2003, D G S  aga in not if ied us that it w o u ld  term inate our contract. O n c e  again it was 
no t g o in g  to re-bid, and it in tended to use the contracts through W S C A .  A v o id in g  a re-bid o f  our 
contract, o f  course , evades A laska compet it ion  and the A laska b idder preference.

Apparently , D G S  s imp ly assumes that because W S C A  negotiates w ith  the manufacturers on 
b eha lf  o f  several states, its pr ices must be the lowest availab le , W e  have asked D G S  to have 
procurement off icers d ocum en t the prices they are quoted th rough  W S C A ,  as w e l l  as our prices 
offered and the compara t ive  retail l ist pr ice at the t ime o f  purchase. W e  be l ieve  D G S  has refused 
to do this because it w o u ld  p ro v id e  hard ev idence  that in-state prov iders l ike  us arc in fact 
competitive within ih e  statutory 5% preference. Peal-time documentation is tho only way  for the 
State to k n o w  for sure w ha t type o f  d iscounts it is actua lly rece iv ing  on  purchases.
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I am  a lmost f in ished , but 1 have one  more  po in t before m y  short conc lu s ion . T h e  State’s C h ie f  
Procurement. O f f i c e rA V S CA  C h a irm a n  is nego t ia t ing  on b eha lf  o f  the State w ith  D e l l .  I t  is our 
understand ing that the nego t ia t ions  requ ire the  State have a sole source deal w ith  D e l l .  B y  
contract then, the State w o u ld  e l im ina te  us. T h is  means that the State w i l l  have e ven  less ab il ity  
to  tell w ha t p r ic in g  it is rece iv ing . Further, the agreement w o u ld  requ ire  D e l l  to g iv e  us worse 
p r ic in g  than it g ives  the State. W e  do not understand w h y  anyone w o u ld  wan t that p rov is io n . Tn 
add it ion , w e  understand that the  State must keep all p r ic in g  in fo rm at io n  conf iden t ia l . T h is  
requ irement is far rem oved  from  fa ir and open  compet it ion , and m ay  vio late, p u b l ic  d isc losure 
laws, I t  seems u n l ik e ly  to us that this secrct-pricing term is in any real W S C A  contract because i f  
it were , no  other state w o u ld  k n o w  the pr ice terms o f  the coopera t iv e  agreement. In  short, this 
n ew  secret deal w i t h  D e l l  w o u ld  n o t  be  a coopera t ive  purchas ing agreement. Thus , e ven  i f  the 
State cou ld  b uy  computers  th rough  coopera t iv e  purchas ing, the State cou ld  not b uy  them under 
this agreement,

T h e  quest ion aga in is, w h y  w o u ld  the State’s C h ie f  P rocu remen t O ff ic e r  get th is type  o f  deal for 
the State. W c  can understand w h y  the C ha irm an  o f  W S C A  may l ik e  th is secret deal, bu t w e  do 
no t understand w h y  the State’s C h i e f  P rocu remen t O ff ice r w o u ld  m ake a deal l ik e  this.

C O N C L U S I O N :

W e  support the State’s desire to f ind  budget sav ings by p ro v id in g  the most effect ive procurement 
methods . H ow e v e r  w e  be l ie v e  that D G S  must f o l lo w  ex ist ing laws, w h ic h  support A laska bidders 
and A laska jobs . O u r  reseller agreements w ith  manufacturers are based on  the expecta t ion  that 
w e  w i l l  e ffect ive ly  market the ir p roduc ts  in A laska. B y  its recent act ions, D G S  appears to be 
te l l ing  D e l l  and G a teway  that A laska vendors arc no longer preferred. L og ic a l ly ,  manufacturers 
have a vested interest in  m in im iz in g  the ir  costs and they may d e c id e  to cut us ou t o f  the 
d is tr ibut ion cha in . T h e  end resu lt w i l l  be secret contracts, the loss o f  loca l support services, and 
the loss o f  A laska jobs .

T o  make it redundant ly  c lear to D G S ,  w e  ask the leg is la ture to amend AS  36,30.700 o f  the 
P rocurement C o d e  to  expressly requ ire  contact w i t h  A laskan businesses that offer the same 
products, and app l ica t ion  o f  the A laska  b idder preference in  de te rm in ing  the best pr ice.

W c  also ask the State to  exerc ise the  third extens ion op t ion  o f  o u r  M ic r o  C om pu te r  Con trac t for 
D e l l  and G a tew ay  products th ro ugh  N o v em b e r  15, 2004. T h e  ex tens ion  w i l l  a l l o w  D G S  t im e  to 
do a real com par ison  o f  actua l pr ices on actua l purchases. O n  the other hand, i f  D G S  terminates 
ou r contract, th en  w c  w i l l  a ll lose the N um b e r  O ne  pr io r ity  set ou t in the Chr is tmas Speech  by 
G o ve rn o r  M u rk ow sk i ,  A L A S K A  JOBS .

T h a nk  you. D o  y ou  have any questions?
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Robin,
Thanks. The attorney from Dell's name is John Lavorato. I was able to
put the tapes in the pouch before it went out today, so you should be
receiving that tomorrow. There was teleconference difficulties during 
the meeting, so we don't know if the tapes recorded the testimony. I 
didn't want to listen to the tapes because if the testimony wasn't 
recorded, I don't want to know about it. :) Barbara, here at the LIO, 
said the testimony should be available on the internet??? I will fax you 
a copy of John Powers' speech now.
Darwin

Robin Paul wrote:

> Hey Darwin!
> Good Job!
> Thanks for the fax....the only person I couldn't really id was the
> gentleman from Dell, but I bet you have his name etc.
> Did you wear your cape?
> Robin
>
> Can't wait the get the packet. I bet it has the whole speech that Mr.
> Powers gave, right?
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