


RECORDS
CERTIFICATION

I, the undersigned, an employee of the State of Alaska, do hereby certify
that the microfilm images on this microform are accurate reproductions
of the original records of the State of Alaska as accumulated during the
regular course of business, and that it is the established policy and practice
of this State to microfilm its records and to dispose of the original records

after microfilm reproductions have been made.

3/733/7?n

(/  Signature of Camera Operator Date



11
(h COMMITTEE REPORT

HOUSE
FURTHER:
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April 27, 1979
Mr. Speaker:
The Committee on FINANCE has had CSSB 114 (Rules)anm

"An Act relating to competitive bidding under the Fiscal Procedures
Act; eff. date."

under consideration and (a majority of the committee) (the committee)
reports it back with the following recommendations:
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fr AN / N\ [K3 same title
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BWRcsoMion Na N 155 and CS HB 155 s HCS CSSB 114 (Finance)
Title An Act relating to competitive bidding under fiscal procedures art.
RGQUEﬁEd bv Representative Meek ins Dare  Mav 13. 1980.

FISCAL DETAIL

Agency Affected ALL

Program Category Affected Al 1
Program, or Subprcgramg S) Affected AT

Note If more thar. one budq ‘component is affected, Separate fine-item amounts and funding for each
component in the analysis section.)

EXPENDITURES  (Thousands of Dollars)

FY 8o  .FY®l FY 82 FY S3 FY 84 FY 85
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FUNDING  (Thousands of Dollars)

EENERAL FUND 0 I n 1 n 0 I
EDERAL funds

OTHER (Specify Fund Source) |
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Original: Leglslatwe Finance
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ANALYSIS (See Fiscal Note Preparation Instructions, Section Il

It is quite difficult to determine the increase in costs to state operations,

.as it is not possible to point to any item which will specifically increase those
costs.

There are, however, additional costs associated with this legislation but these
increased costs will be absorbed by each individual agency within its budget.

DATE May 13. 1980 F[’\lACF\{(ED BY ocge.MTgee-
NE i Jl:%rr%l:%ﬁgz;)t‘ra—t—lon—
et and Ma? agement

Pr| e Sponsor (First Lcgislalor Named)
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Original sponsor: Bradley

IN THE SENATE BY THE FINANCE COMMITTEE

HOUSE CS FOR CS FOR SENATE BILL NO. 114 (Finance)
IN THE LEGISLATURE OF THE STATE OF ALASKA
ELEVENTH LEGISLATURE - SECOND SESSION

A BILL

For an Act entitled: "An Act relating to competitive bidding under the Fis-—

cal Procedures Act."

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

*

*

*

Section 1. AS 37.05.230(1)(B) 1is repealed and re-enacted to read:

(B) a bid shall be awarded to an Alaska bidder if his
bid is not more than 15 percent higher than the bid of the lowest
nonresident bidder and the Alaska bidder is an Alaska manufacturer
of the supplies, materials, or equipment to be purchased; and

Sec. 2. AS 37.05.230(2) is amended to read:

(2) if the amount of the contractual services, purchase, or
sale isestimated to exceed $2,500 j sealed bids shall be solicited, when
practicable, by publication in a newspaper calculated to reach prospec—
tive bidders and by posting notices in public places within the area
where the work is to be performed or material Tfurnished and in addition
the department may also designate a trade journal for publication; the
department shall also solicit bids by sending notices by mail to all
active prospective bidders known to it and all bids shall be sealed when
received, and shall be opened in public at the hour stated in the notice;
the department may limit solicitation of bids or negotiate directly if
it finds, that it is in the best interests of the state;

Sec. 3. AS 37.05.230(7) 1is amended to read:

(7) the provisions of (1)(5) of this section [RELATIVE TO AN
"ALASKA BIDDER"] do not apply to contracts for“"construction or repair

[ESTIMATED TO EXCEED $5,000, OF EITHER THE DEPARTMENT OF TRANSPORTATION

-1- HCS CSSB 114(Finance)



AND PUBLIC FACILITIES WHICH ARE AUTHORIZED UNDER AS 35.15, OR THE DE—
PARTMENT OF HIGHWAYS, WHICH ARE AUTHORIZED UNDER AS 19.10].
Sec. 4. AS 37.05.230 is amended by adding a new paragraph to read:

(9) the provisions of (1)(B) of this section donot apply to
purchases and contracts involving federal money received by the state if
the application of a bidding preference would violate federal law or
program guidelines.

Sec. 5. AS 37.05.240 1is amended to read:

Sec. 37.05.240. AWARD OF CONTRACTS AND PURCHASES. A contract or
purchase made by or under the supervision of the department for which
competitive bids are required shall be awarded to the lowest responsible
bidder, taking into consideration conformity with the specifications,
terms of delivery, and other conditions imposed in the call for bids.
[BIDS MAY BE REJECTED, AND A BID SHALL BE REJECTED IF IT CONTAINS A ~
MATERIAL ALTERATION OR ERASURE WHICH IS NOT INITIALED BY THE SIGNER OF
THE BID.] The department may reject the bid of a bidder who is in
arrears on taxes due the state or who failed to perform on a previous
contract with the state. Where competitive bids are required and where
all bids are rejected, new bids shall be called for as in the first
instance. Before the awarding of a contract for a building or the
making of repairs upon a building, the department shall see that the
bids conform with plans and specifications approved by the Department of
Transportation and Public Facilities. All bids with the names of the
bidders and the amounts of the bids, together with all documents per—
taining to the award of a contract, shall be made a part of a file or
record and retained by the department for three years, unless reproduced

"by microfilming and these files or records are open to public inspection
at all reasonable times. An aggrieved bidder may within five days after

an award of contract appeal to the department for hearing, with notice

-2- HCS CSSB 114(Finance)
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to interested parties, for redetermination and final award in accordance

with law.
* Sec. 6. AS 37.05.320is amended by adding a new paragraph to read:

(5) "Alaska manufacturer™ means a person engaged ii a busi—
ness activity in the state by which he, through labor, art, or skill,
transforms raw or partially finished materials intosome kind of article
of trade; and includesa corporation or partnership engaged in such
activity

(A) whose majority interest is beneficially owned by
residents of the state, and

(B) a majority of whose owners are residents of the

state.

-3- HCS CSSB I1l1A(Finance)
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THE LEGISLATURE OF THE STATE OF ALASKA
KLEVENTI-I LEGISLATURE

FISCAL NOTE
B ffl/S tion No. H° 155 a"d CS HB 155 & HCS CSSE 114 (glance)
Title An Act relating to competitive bidding under fiscal procedure art.
Requested bv  Representative Meekins Date  May TS. 1dfto

FISCAL DETAIL

Agency Affected A L L

Program Category Affected A |

BRU, Program, or Subprogram@ Atfected Al . ,

(Note: If more Ilian one budqe ‘component is affected, Separate fine-iicm amounts and funding for each
component in the analysis section.)

EXPENDITURES  (Thousands of Dollars)

FY 80 FY 81 FY 82 FY S3 FYS4 FY 85

PERSONAL SF.RVICES
TRAVEI

CONTRACTUAL
COMMODITIES

EQOUIPMKNT
LAND & STRUCTURES

GRANTS, CLAIMS. ETC.

TOTAL

FUNDING  (Thousands of Dollars)

RAL FUND 0 0 0 }

R (Specify Fund Source) %
1

POSITIONS

FULL TIME Mm _ _
PART TIME
TEMPORARY

Iv.

CC.

ANALYSIS (See Fiscal Note Preparation Instructions, Section 111)

It is quite difficult to determine the increase in costs to state operations,
as it is not possible to point to any item which will specifically increase those
costs.

There are, however, additional costs associated with this legislation but these
increased costs will be absorbed by each individual agency within its budget.

DATE__MmJLSj_1980 PREPARED BY Gdorge~gee-
L. L . AGENCY Admim stration-----
Original. Leg|slat|ve Finance PHONE 4.65-225
Budget and Management
Prime Sponsor (First Legislator Named)

33-001 (Rev. 12/79)



Original sponsor: Bradley

| 1 IN THE SENATE BY THE FINANCE COMMITTEE
| 2 HOUSE CS FOR CS FOR SENATE BILL NO. 114 (Finance)
13 \ IN THE LEGISLATURE OF THE STATE OF ALASKA
a ELEVENTH LEGISLATURE - SECOND SESSION
i 5 A BILL
g For an Act entitled: "An Act relating to competitive bidding under the Fis—
7 cal Procedures Act."

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

* Section 1. AS 37.05.230(1)(B) 1is repealed and re-enacted to read:

9

1= (B) a bid shall be awarded to an Alaska bidder if his

1 bid is not more than 15 percent higher than the bid of the lowest
" nonresident bidder and the Alaska bidder is an Alaska manufacturer
B» of the supplies, materials, or equipment to be purchased; and

1 * Sec. 2. AS 37.05.230(2) 1is amended to read: )

55 (2) if the amount of the contractual services, purchase, or
16 sale 1is estimated to exceed $2,500" sealed bids shall® be solicited, when
. practicable, by publication in a newspaper calculated to reach prospec—
" tive bidders and by posting notices in public places within the area

" where the work is to be performed or material furnished and in addition
20 the department may also designate a trade journal for publication; the
o department shall also solicit bids by sending notices by mail to all

2 active prospective bidders known to it and all bids shall be sealed when
- received, and shall be opened in public at the hour stated in the notice;
- the department may limit solicitation of bids or negotiate directly if
- it finds that it is in the best interests of the state;

x * Sec. 3. AS 37.05.230(7) 1is amended to read:

o7 (7) the provisions of (1)(B) of this section [RELATIVE TO AN
8 "ALASKA BIDDER"™] do not apply to contracts for construction or repair

o [ESTIMATED TO EXCEED $5,000, OF EITHER THE DEPARTMENT OF TRANSPORTATION

-1- HCS CSSB 114(Finance)



AND PUBLIC FACILITIES WHICH ARE AUTHORIZED UNDERAS 35.15, OR THE DE—
PARTMENT OF HIGHWAYS, WHICH ARE AUTHORIZED UNDERAS 19.10].
\Sec. 4. AS 37.05.230 is amended by adding a newparagraph to read:

(9) the provisions of (1)(B) of this section donot apply to
purchases and contracts involving federal money received by the state 1if
the application of a bidding preference would violate federal law or
program guidelines.

Sec. 5. AS 37.05.240 1is amended to read:

Sec. 37.05.240. AWARD OF CONTRACTS AND PURCHASES. A contract or
purchase made by or under the supervision of the department for which
competitive bids are required shall be awarded to the lowest responsible
bidder, taking into consideration conformity with the specifications,
terms of delivery, and other conditions imposed in the call for bids.
[BIDS MAY BE REJECTED, AND A BID SHALL BE REJECTED IF IT CONTAINS A
MATERIAL ALTERATION OR ERASURE WHICH IS NOT INITIALED BY THE SIGNER OF
THE BID.] The department may reject the bid of a bidder who. is in
arrears on taxes due the state or who failed to perform on a previous
contract with the state. Where competitive bids are required and where
all bids are rejected, new bids shall be called for as in the first
instance. Before the awarding of a contract for a building or the
making of repairs upon a building, the department shall see that the
bids conform with plans and specifications approved by the Department of
Transportation and Public Facilities. All bids with the names of the
bidders and the amounts of the bids, together with all documents per—
taining to the award of a contract, shall be made a part of a file or
record and retained by the department for three years, unless reproduced
by microfilming and these files or records are open to public inspection

at all reasonable times. An aggrieved bidder may within five days after

an award of contract appeal to the department for hearing, with notice

-2- HCS CSSB 114(Finance)
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to interested parties, for redetermination and final award in accordance

with law.
*NSec. 6. AS 37.05.320is amended by adding a new paragraph to read:

(5) "Alaska manufacturer”™ means a personengaged in a busi-—
ness activity in the state by which he, through labor, art, or skill,
transforms raw or partially finished materials into some kind of article
of trade; and includesa corporation or partnership engaged in such
activity

(A) whose majority interest is beneficially owned by
residents of the state, and

(B) a majority of whose owners are residents of the

state.

-3- HCS CSSB 114(Finance)



(A laska jiia te Nlegislature

House of Representatives

Committee on judiciary Pouch V
o ) State Capitol
Official Business Juneau, Alaska 99811

April 26, 1979

Honorable Terry Gardiner
Speaker of the House
Alaska State Legislature
Pouch V

Juneau, AK 99811

Dear Mr. Speaker:

It is the intent of the House Judiciary Committee that the
Department of Administration, 1in implementing the set-aside
provision (Section 4, AS 37.05.230(10)) of CS SB 114 provide
by regulation:

1. that no categories of supplies, services, equipment
are unavailable for Alaska bidders;

2. that all bids on a specific contract may be rejected
if acceptance would not be in the best interests ,of the
state.

Chairman, House Judiciary Committee



0 THE LEGISLATURE OF THE STATE OF ALASKA
R ELEVENTH LEGISLATURE

FISCAL  NOTE
. REQUEST

Bill/Resolution No. CS S. B. 114 (Rules) Bradley
Title An Act Relating to Competitive Bidding under the Mscal Procedures Act

Requested bv  JaY Bogan - Legislative Finance pate  February'd, 379

Il FISCAL DETAIL
Agency Affected Al'l
Progran Category Affected  °
U

RU, nogiam, or Subprogramgs) Affected = Alm L o ,
(Note: [f'more than one budqe .component is affected; Separate line-item amounts and fUnding for eacn

component in the analysis section.)
EXPENDITURES  (Thousands of Dollars)

FY 79 FY 80 FY 81  FY 82 FY 83 FY 84

2188 _FFEKSVCI)EI\EAL SERVICES 34.000 36,020 38,202 _ 40,404.  42.924
300  CONTRACTUAL 150,000 50,000 50,000 50,000 * 50.000
400 COMMODITIES 400 . 424 449 476 . 504
500  EQUIPMENT 2.200

600 LAND & STRUCTURES

700  eranTs, CLAIMS. ETC.
Aadditional Costs,..f.or Goods  5prvicpe;  2%7.03,000 p.rfir.ifer 3,037,04  32193.16 3,4.12,475-
TOTAL 2,889,600 2,951,644 3,125,742 3,310,286 3,505,903

FUNDING  (Thousands of Dollars)

EENERAL FUND 2,889,600 2,951,644 3,125,741 3,310,285 3,505,903
EDERAL FUNDS
OTHER (Specify Fund Source)

POSITIONS

—Oom

ULL TIME
ART TIME
EMPORARY

1. ANALYSIS (See Fiscal Note Preparation Instructions, Section 1)

The fiscal impact of this bill is difficult to analyze due to lack of data and not
knowing exactly how vendors, both in and out of State, will react to preference.

It is conceivable that out of State vendors will quit bidding on State business,
therefore reducing bid competition. Reduction in vendor competition has the
obvious effect of reducing price competition as well. However, to what degree

is not known. For estimating purposes we have a conservative 10% as an add to our
present purchasing activit:

This then, based on the FY 78 figures, would be: 10% x $27,026,589 = $2,702,659.

V. DATE 4t-'j A [ PIREPAR';S\%EMCY Division of General Services & Supply/

Original; Legislative Finance PHONE  465-2250 0I 2251---------

cC. By n%}et and Management .
Prinie Sponsor (First Legislator Named)

33- 001 (Rev. 12/79)



H. B. 114 Bradley
This figure is an estimate only and we feel it is conservative.

The dollars shown in Contractural Services is to cover the cost of developing
and maintaining vendor lists with updating capability. This will be mandatory
to carry the intent, as we see it, of this bill. Computerization would be the
better of two alternatives; namely, more clerical support (over and above the 2
positions shown) or automation.

Added to this additional overall cost of doing business must be added the extra
expense of administering procurement activity such as; determining residency,
beneficial ownership. Therefore, we anticipate adding one full time clerical
position in both the Anchoraae Juneau offices. Nothing has been addressed

as far as potential loss of Federal participation in State programs due to
"restraint of trade" or "inter-State commerce".

For informational purposes, we submit the following information:

REPORT TOTAL DOLLARS ON PO"S AND CA®"S
JULY 1, 1977 JUNE 30, 1978

PURCHASE ORDERS

IN STATE $7,938,898.83
OUTSIDE STATE $5,115,022.96

CONTRACT AWARDS

IN STATE $8,855,596.66
OUTSIDE STATE $5,117,070.15
TOTAL
IN STATE $16,794,495.49 62%
OUTSIDE STATE $10,232,093.11 38%
GRAND TOTAL $27,026,588.60
AK BIDDERS PREFERENCE $ 55,039.18

EXERCISED TO DETERMINE LOW BID



THE LEGISLATURE OF THE STATE OF ALASKA
ELEVENTH LEGISLATURE

FISCAL NOTE

E\?Fyesoluno No, €b & 8 1m (Rules) Bradley

ct Relatmg to competitive bidding under the Mscal Procedures Act
Requested hv  JaY Hogan ~ Legislative Finance patt. February 9, 1979"

[l. FISCAL DETAIL
Agency Affected
Pro ram Categor —Kﬂ*_t‘ec d Al
Program % I Subprog da uATf_t_d_ece
Note |f more than one bt g{ omponent 1S affected separate line-item amounts and funding for each
component in the analysis sectlon )

EXPENDITURES  (Thousands of Dollars)

FY 79 FY 80 FY 81 FY 82 FY 83 FY 84
100 PERSONAL SERVICES 34.000 36.040 38,202 _ 40.494 47.974
200 TRAVEL
300 CONTRACTUAL 150.000 50.000 50.000 50.000 " 50,000
400 COMMODITIES 400 424 449 476 504
500 EQUIPMENT 2,200

600 LAND & STRUCTURES

700 GRANTS, CLAIMS. ETC.
*Additional Costs for Goods ft Services 7,707,000 7,865,181 3,037,09 3,719,3.16..3,41.2.,47.5_

TOTAL 2,889,600 2,951,644 3,125,742 3,310,286 3,505,903

FUNDING  (Thousands of Dollars)

GENERAL FUND
FEDERAL FUNDS

OTHER (Snecifv Fund Source)

2,889,600 2,951,644 3,125,742 3,310,285 3,505,903

POSITIONS

FULL TIME
PART TIME
TEMPORARY

1. ANALYSIS (See Fiscal Note Preparation Instructions, Section I11)

The fiscal impact of this bill is difficult to analyze due to lack of data and not
knowing exactly how vendors, both in and out of State, will react to preference.

It is conceivable that out of State vendors will quit bidding on State business,
therefore reducing bid competition. Reduction in vendor competition has the
obvious effect of reducing price competition as well. However, to what degree

is not known. For estimating purposes we have a conservative 10% as an add to our
present purchasing activity.

This then, based on the FY 78 figures, would be: 10% x $27,026,589 = $2,702,659.

V. DATE PREPARED py Richard C. Bradley

' AGENCY Division of General Services & Supply
Original. Leglslatwe Finance PHONE  465-2250 or 2251

: udget and Management

Primie Sponsor (First Legislator Named)

33 001 (Rev. 12/78)



H. B. 114 Bradley
This figure is an estimate only and we feel it iIs conservative.

The dollars shown in Contractual Services is to cover the cost of developing
and maintaining vendor lists with updating capability. This will be mandatory
to carry the intent, as we see it, of this bill. Computerization would be the
better of two alternatives; namely, more clerical support (over and above the 2
positions shown) or automation.

Added to this additional overall cost of doing business must be added the extra
expense of administering procurement activity such as; determining residency,
beneficial ownership. Therefore, we anticipate adding one full time clerical
position in both the Anchorage and Juneau offices. Nothing has been addressed
as far as potential loss of Federal participation in State programs due to
"restraint of trade" or "inter-State commerce".

For informational purposes, we submit the following information:

REPORT TOTAL DOLLARS ON PO"S AND CA™S
JULY 1, 1977 JUNE 30, 1978

PURCHASE ORDERS

IN STATE $7,938,898.83
OUTSIDE STATE $5,115,022.96

CONTRACT AWARDS

IN STATE $8,855,596.66
OUTSIDE STATE $5,117,070.15
TOTAL
IN STATE $16,794,495.49 62%
OUTSIDE STATE $10,232,093.11 38%
GRAND TOTAL $27,026,588.60
AK BIDDERS PREFERENCE $ 55,039.18

EXERCISED TO DETERMINE LOW BID



House of Representatives

Committee on “uciici.mj Pouch V
Stale Capitol
mOfficial Business Juneau, Alaska 99811
April 26, 1979
norable Terr rdiner
Onorane FhfyH%Sed i
0%% aVState egisiature
Juneau, AK 99811
Dear Mr. Speaker:
o e AL of |tshte House d'““g rgmmitiee gt the
Brgvmon %em on 4, Ag 'P 05. BB?E 3? ot“&%g 1 prowge
y requlation: «
. hat n ries of supplies, services, equipment
éLre u%aavtaﬂgbfat?g Aﬁaska B|d%pers; quip
. h [l bids  on ecific contract may be rejected
gta%gge%%ar?ce wouﬁd no Bg In tﬁe Best |Cnter3/sts .o?]e&e

rles H. Parr
Engwman, House Judiciary Committee



Original sponsor: Bradley Offered: 4727779
Referred: Finance

IN THE SENATE By THE ADICIARY COWITTEE
HOUSE CS KR CS KR SH\WATE BILL NO. 114
IN THE LEGISLATURE OF THE STATE OF ALAKA
HEVENTH LEGISLATURE - FIRST SESSICN
A BILL
For an Act entitled: "'An Act relating t competitive bidding uder tre Fis-
cal Procedures Act ad the 1dentification of Alaska
manufactured goods; ad providing for an effective
BE IT BENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
*Section L AS 37.06.230(D) is areded 1o reed:

(@)) a aotract for construction ad repairs, or a purdese o
ad contract for syplies including Alaska produced fisheries ad agri-
asltural products, naterials, equiprent, ad cotractual services must
ke besed on competative bids; an anard dall e nece © the lonest
responsible bidder after advertising for bids, exospt thaet

@ (gealed)
® [ABID SALL BE AVRDED TO AN ALAKA BICDER IF HIS
BID IS NOT MORE THAN FIVE PER CENT HIGER THAN THE LOMEST NONRESI-
DENT BIDDER™S; A\D)
O apetitive bids nead not ke required
(@) for contractual services where o aompetition
exists;
@) [FRSAE INVOLVING FAIR TRADE ITRVS;]
(i) n adeclared erergency wen [, IN THE JUDGVENT

OF THE PURCHASING AGENT,] food, clothing, or medical suplies,

or materials for use In laboratory ad experimental studies

may ke purdesed othermise to the best advaitage of tre state;
() where rates are fixad by lav or ordinence;

-1- HCS CSSB 114



) for e traed In oan like it&s; or
() for professioal servicss;
*Sc. 2 AS 37.06.230(2) 1s aredad to reed:

(#24) It the amout of the contractual servicess, purdese,
sale is estinated o exoeed $2,500 sealed bids gall ke solicited, when
practicable, by publication Iin a nenspgoer calaulated to reach pro-
Spective bidders ad by posting notices in public places within the area
where tre work is 1 be performed or material fumished and In addition
the departrent nay also desigate a trace jourral for publication; te
department shall also solicit bids by seding notices by nail to all
[ACTINE PROSPECTIME] bidders an the certified Alaska bidders list;
[KNON TO IT A\D] all bids sall be ssaled when received, ad dall be
geered 1IN public at the hour stated In the notice; the department may
negotiate directly if it finds that it is In tre best interest of the
state;

*Sc. 3 AS 37.06.20(05) i1s aeded to reed:

G an "Alaska bidder,” for tte purpose of [BID AVWRDS UNDER
O@)] of this section, 1° a person wWo

@ holds a aurent Alada business licase,

® sumits a bid for goods or servicss uder the e
s gopearing on his aurrent Alaska business licase,

O hes maintained a place of business within tre state
for a periad of six moths  immediately preceding the date of his
bid~

O hes excauted an affidavit, uxker pealty of perjury,
stating that he axes o delinguent state taes, ad hes sait a apy
of the affidavit t© the Department of Revere,

® 1sa residatt of te state, o, If tre bidder Is a
partrership, corporation, or other association, the majority of the

-2- HCS CSSB 114



persons employed in the bidder®s Alaska office are residents of the
state,
G mantains an INatory In te state.
*Sc. 4. AS 37.06.20 i1s arended by adding new paragraps to reed:

O the Department of Adninistration sall compile ad yodate
amually a "'certified Alaska bidoers list' containing the nenes of
bidders certified to be Alaska bidders who maintain invertories in te
state §

(0)) The Camissioner of Adninistration shall sst aside not
less then 40 per cant of the total gopropriation available for contracts
for or purdneses of symplies, materials, servicss or equipmat ad use
those fus for the anard of cotracts t© the lonest responsible Alaska
bidder who mairtains no offices autsice the state ad wo hed for te
previas year gross husiness receipts ot in excess of $1,000,000.

*Sc. 5 AS 37.06.30 is aded iy adding a new paragraph 1o reed:

O ‘'declared erergecy’ means a srtuation declared by the
govermor o be an Imediate threat © the public peace, safety, health,
o the gereral velare.

*Sc. 6. AS 4 s areded by adding a new dgpter to reed:

(HAPTER 67.  IDENTIFICATION OF ALASKA MANUFACTURED QOCLS.

Sc. 45.67.010. DESIGN OF IDENTIFICATION SA.. After holding a
public hearing to dotain manufactures” advice an the design of a seal O
identify goods manufectured in the state, the camissioner sall design
the ssal.  The saal dall bear an gooropriate logp ad the words “Vanu-
factured In Alad@”.

Sec. 45.67.020. PERVIT TO USE IDENTIFICATION SFALS. A person who
produces goods manufactured In tte state may goply to the camissioner
for a pemit o e the 1dentification seal prescribed N AS 45.67.010
or parmit nurber t© ke attached t© those goods.  The identafication sl

-3 HCS 114



or permit nurber may ke printed on lacels of goods o be attaded 1O
those goods.  The comissiaer shall investigate tre goplicant © deter-
mine his eligibility for the permit. A permit sall be 1ssued free of
darge o a galrfied gplicatt. The comissiaer dall prescrie tre
form of tre goplication ad parmit, the period for which the permit iIs
valid, ad the procedure for rerenal of the pamit.

Sc. 45.67.030. PBATIES. @ A person wo knovingly attades
an i1dentrfication seal o an article, koving thet tre article is ot a
goad manufectured In the state, 1sguilty of amisdemeanor, ad upon
conviction is pr. heble by a fineof not nmore then $1,000, or by inpri-
soment for not nore then ore year, or by both.

O A parson wo knovingly selis or offers for sale an article
with an identification szl attaded, kowing thet tre article Is v a
goad merufectured In tre state, Isguilty of amisdemeanor, ad yoon
conviction is punigeble by a fineof ot norethen $1,000, or by impri-
soment for ot nore then ae year, or by both.

© A persn wo couterferts an identirfication szl is quilty of
a miscemearor, ad yoon aconviction is punisheble by a fire of not nore
then $1,000, or by inprisoment for not nore then ae year, or by both.

@ A parson wo knovingly sells, or otherwise provides, identifi-
cation seals o another without a permit issued uder AS 45.67.020 is
guilty of a miscemearor, ad yoon conviction 1s punisheble by a fire of
not nore then $1,000, or by inprisomat for ot more then ae year, or
by both.

© For te purposes of this section eech article sold or 1denti-
fication s=al coutterferted, sold, or otherwise provided constitutes a
Separate offese.

Sec. 45.67.040. DEFINITIONS.  In this depter

@ "comissioer” means the comissioer of comerce ad
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economic development;
@ ''goos manufactured In tre state'” means a rew, finished
product for marketing to the public, which results from the transforme-
tion In the state of raw or partially finished materials 1o sare kind
of article of track; It does not include a finished product which
results fran the assably of previously finished copoents parts,
unless all tre parts are goods manufectured In the state, or unless te
finished product is assabled In 1ts firal form only I tre state;
@ identification saal” means tre Indentification seal
designed uder AS 45.67.010.
*Sc. 7. AS 45.67.00 1s aended o reed:

Sec. 45.67.030. PENALTIES. @ A person wo knovingly attadhes
an i1dentrfication saal o an article, koving thet thearticle iIs ot a
good manufectured In tre state, s guilty of a class Bmisdereanor |,
AND URCN CONVICTION IS PUNISHABLE BY A FINECFNOT MORE THAN 1,000, (R
BY IMFRISONVENT KR NOT MORE THAN ONE YEAR, CRBY BOTH]-

O A parson wo knovingly sells or offers for sale an article
with an identification seal attaded, knowing thet thearticle is not a
good manufectured In tre state, s quilty of a class Bmisdereaor |,
AND URON CONVICTION IS PUNISHABLE BY A FINEOFNOT MORE THAN  $1,000, (R
By IMFRISONVENT KR NOT MORE THAN ONE YFAR,(RBY BOTH].

© A person wo coutterferts an identafication seal s quilty of
a class B misdemearor [, A\D UFON CONVICTION IS PINISHABLE BY A FINE OF
NOT MORE THAN $1,000, CR BY IMPRISONVENT KR NOT MCRE THAN ONE YERR, (R
By BOH].

@ A persn wo knomingly sells, or otherwise provides, identifi-
cation seals o awother without a pemirt 1Issued uder AS 45.67.020 IS

guilty of a class B misdemeanor [, A\D UFON QOWICTION IS PUINISHABLE BY
A FINE OF NOT MCRE THAN $1,000, CR By IMPRISONVENT KR NOT MCRE THAN ONE

-5- HCS CSB 114



YEAR, (R By BOTH].

® For the purposes of this section each article sold or 1denti-
fication saal conterfeited, sold, or otherwise provided constitutes a
Separate offese.
Sec. 8. Section 7 of this Act takes effect January 1, 1980.
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Original sponsor:  Bradley Offered: 4/3//

IN THE SENATE BY THE RLES COWITTEE

CS FOR SB\VATE BILL NO. 114 (Rules) am

IN THE LEGISLATURE OF THE STATE OF ALASKA
HEVENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act ettitled: "An Act relating to conpetitive bidding uder tre Fis-
cal Procedures Act; ad providing for an effective
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALAKA:
* Section 1. AS 37.06.230(1) 1s areded 1o read:

(@D a cotract for construction ad rgpairs, or a purchese of
ad contract for suyplies including Alaska produced fisheries ad
agricultural products, naterials, equipet, ad cotractual services
must be based on competitive bids; an avard dall be made t© the lonest
responsible bidder after advertising for bids, exogpt that

@ (repealed)
® [ABID SHALL BE ANVARDED TO AN ALASKA BIDDRR IF HIS
BID IS NOT MORE THAN FIVE PER CENT HIGHER THAN THE LOMEST NONRESI-
DENT BICCER™S; AD]
O apetitave bids need not be required
() for contractual services where o aonpetition
exists
@G KR SAES INVOLVING FAIR TRACE ITRVS; ]
(1) in a declared erergency when [ IN THE JUDGVENT
OF THE PURCHASING AGENT,] food, clothing, or medical suplies,
or materials for use In laboratory ad experimental studies
may be purchesed otherwise t the best advantage of the state;
() where rates are fixed by lav or ordinance;
V) for iems traded In on like 1|@s; or
—1- 114Rules) am



(vi) for professional services;
*Sc. 22 AS 37.06.230(2) is amrended o reed:

() if the anount of the contractual services, purdese, or
sale iIs estimated o exoeed $2,500 sealed bids sall be solicited, when
practiceble, by publication iIn a nengpgper calaulated t© reach pro-
Spective bidders ad by posting notices 1n public places within tre area
where the work Is to be performed or material fumished ad In addrtion
the department may allso desigate a trace jourmal for publication; the
departmentt sall also solicit bids by sending notices by mail to all
[ACTIVE PROSPECTIVE] bidders on the certified Alaska bidders list;
[KNOWN TO IT A\D] all bids dall be sealed when received, ad sall be
opened In public at the hour stated In the notice; the department may
negotiate directly if it finds that It is In the best interest of te
state;

* Sc. 3. AS 37.06.230(05) 1s arended by adding new subparagraas 1o reed:
O hes o delinuent state t&es;
® 1s aresidait of te state, o, If the bidder Is a
partrership, corporation, or other association, the mgjority of the
persons employed In the bidder's Alaska office are residants of the
state;
*Sc. 4. AS 37.06.230 i1s avended by adding new paragrgons 1o reed:

O the Department of Adninistration sall compile ad update
amnually a “'certified Alaska bidders list' containing the names of
bidders certified to be Alaska bidders who maintain inentories in tte
state;

(@[0)) each proposed cotract for or purdhese of syplies,
materials, or equiprent sall provide for an anard of not less then 40
per cant of the total value of the purdiese to the lonest responsible
Alaska bidder who mairntains no officss outsice the state and who hed for

2 114QRules) am



the previaus year gross husiness receipts not In excess of $1,000,000.
*Sc. 5. AS 37.06.30 1s arended by adding a new paragraph to reed:

O ‘'declared erergency’’ means a srtuation declared by the
govermor to be an Imediate threat to the public peace, safety, health,
or the gereral welHare.

*Sc. 6. AS 45 is arended by adding a new dgoter to reed:

CHAPTER 67.  IDENTIFICATION OF ALASKA MANUFACTURED GOCDS.

Sc. 45.67.010. DESIGN OF IDENTIFICATION SEAL. After holding a
public hearing t© dotain manufectures™ advice on the design of a saal O
identify goods manufectured In the state, the camissiaoer dall design
the smal. The seal dnall bear an gooropriate logo ad the words
"Marufectured in Alad@”.

Sc. 45.67.020. PERVIT TO USE IDENTIFICATION SFALS. A person who
produces goods manufactured In the state may goply t© the commissioner
for a permit t© purdese identification saals © be attaded o those
goods.  The comissianer shall investigate the goplicatt to determine
his eligibility for tre pamit. A permit shall be issued free of darge
t0 a qualified gplicant. The camissioer dall prescribe the form of
the goplication ad pamit, the period for which the permit is valid,
ad the procedure for renenal of the permit.

Sec. 45.67.030. FENALTIES, @ A person who knovingly attades
an 1dentrfication seal o an article, koving that the article is ot a
good manufactured In the state, i1s guiltyof a misdereanor, and upon
conviction is punisheble by a fire of notmore then $1,000, or by inpri-
soment for not nore then are year, or by both.

(9] A person wo knovingly sells or offers for sale an article
with an 1dentification seal attaded, knoving that the article s ot a
good manufectured In the state, 1s gquiltyof a misdemeanor, and upon
conviction is punisheble by a fire of nothmore then $1,000, or by Inpri-
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soment for not nore then ae year, or by both.

© A person wo couterferts an identification seal is quilty of
a miscemeanor, ad uyoon conviction i1s punisheble by a fire of not more
then $1,000, or by inprisoment for not more then ae year, or by both.

@ A person who knomingly sells, or otherwise provides, identifi
cation seals to aother without a permit 1ssued uder AS 45.67.020 IS
guilty of a misdereanor, ad upon conviction s punisheble by a fire of
not more then $1,000, or by inprisoment for not nore then ae year, or
by both.

© For the purposes of this section each article sold or identi-
fication saal coutterfeited, sold, or otherwise provided constitutes a
Separate offense.

Sec. 45.67.040. DEFINITIONS.  In this depter

@ “ocamissioer’' means the comissioner of comerce ad
econamic development;

@ ''goos maufactured In the state'” means a new, Tinished
product for marketing t the public, which results fran tre transforme-
tion In the state of raw naterials; 1t does not include a finished
product which results fran the assarbly of previously finished con-
ponents parts, unless all the parts are goods manufectured In the state,
or inless the finished product s assenbled In 1ts final form only In
the state;

@ identafication sl means the indentification seal
designed uder AS 45.67.010.

Sc. 7. AS 45.67.030 s arended 1O read:
Sc. 45.67.030. PENALTIES, (@ A person wo knowingly attadhes
an 1dentification saal o an artacle, kowing that the article is ot a
good manufactured In the state, s quilty of a class B mistemeaor [,
AND URON COWVICTION IS PUNISHABLE BY A FINE OF NOT MORE THAN 1,000, (R
-4 114Rules) am
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BY IMPRISONVENT FOR NOT MORE THAN ONE YEAR, OR BY BOTH].

©® A person who knovingly sells or offers for sale an article
with an 1dentification seal attaded, kowing that the article is ot a
good manufactured In the state, I1s guilty of a class B misdemeanor [,
AND UPON QONVICTION IS PUNISHABLE BY A FINE OF NOT MORE THAN $1,000, (R
BY INPRISONVENT FOR NOT MORE THAN ONE YEAR, OR BY BOTH].

© A person wo coutterferts an identification seal s quilty of
a class B mistemeanor [, AND UPON QONVICTION IS PINISHABLE BY A FINE OF
NOT MORE THAN $1,000, CR BY IMPRISONVENT FOR NOT MORE THAN ONE YEAR, (R
BY BOMH].

@ A person wo knomingly sells, or otherwise provides, identifi-
cation saals to another without a permirt 1ssued under AS 45.67.020 1S
guilty of a class B mistemeanor [, AND UPON QOWVICTION IS PINISHABLE BY
A FINE OF NOT MORE THAN $1,000, OR BY IMPRISCNVENT FCR NOT MORE THAN ONE
YEAR, OR BY BOMH].

©® For the purposes of this section each article sold or identi-
fication seal counterfeited, sold, or otherwise provided constitutes a

Separate offense.

* Sc. 8. Section 7 of this Act takes effect January 1, 1990.
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under consideration and (a majority of the committee) (the committee)
reports it back with the following recommendations:

do pass [ ] do not pass
do pass with attached amendments(s)

replace with CS for

and recommends

AND attaches a "Letter of Intent”
{ (u i
reports it back -wi"thout recommendation

referred to the Commi ttee
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/ /' m OTHER RECOMMENDATIONS:
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Introduced: 2/7/79
Referred: Commerce

1IN THE SENATE BY BRADLEY

2 SENATE BILL NO. 114

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

A HEVENTH LEGISLATURE - FIRST SESSION

. A BILL

s For an Act entitled: "An Act relating to corpetitive bidding uder the Fis-
7 cal Virooedures Act.™

g BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
*Section L AS 37.06.230(D)® 1is repealed ad reeected © reed:

D
10 ® a bid dall e avarded t© the lonest resposible
1 Alaska bidder

2 O] iIf the aost of the coract s estimated O
5 exceed 82,500 hut is less then $£00,000; or

“u (D) iIf the aost of the coTract s estimated O ©

$200,000 or more ad his bid s not more then 12.5 per aait
5 higher then tre lonest nonresident bidder™s; ad
. * S 2AS 37.06.230(1D)O)n) i1s aeded © reed:

15

18 @) n a declared erergecy wen, In the judgrent
19 of the purdhesing agait, food, clothing, or medical suplies
0 [, (R MATERIALS KR USE IN LABCRATCRY AND EXPERIMENTAL

2n SIWIES] may ke purdesed otherwise o the best advartage of
» te state;

2 *Sc. 3 AS 37.06.230(5) is anended by adding new subparagraphs to reed:
on O hes o celinuent state aes;

® iIs aresidat of te state, ar, If the bidder Is a
partrership, corporation, or other association, the mgjority
Interest must be beneficially ovned by residants of the state ad a
- mgjority of the oners must ke residaits of the state;

AL * S 4AS 37.06.230 i1s araded by adding a new paragreph t reed:
-1- B 114
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O aotracts attered Into In acocordance with this section
with an “Alaska bidder’* gall recite tte fact that the contrector is an
“Alaska bidder’'.
*Sc. 5 AS 37.06.30 s arended by adding a new paragraph to reed:
O ‘'teclared arergency’ means a situation declared by the
governor o be an imediate threat to the public peace, safety, or
health or the gareral welHare.
*Sc. 6. AS 37.06.20(D O is repealad.
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For an Act entitled:

BE

CS FOR SENATE BILL NO. 114

IN THE LEGISLATURE OF THE STATE OF ALASKA

ELEVENTH LEGISLATURE - FIRST SESSION

cal

date."

A Bl

Procedures Act;

LL

"An Act relating to competitive bidding under the Fis—

and providing for an effective

IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 37.05.230(1)

€))

and contract for supplies,

is amended to read:

a contract for construction and repairs, or a pur

materials, equipment,

and contractual

services must be based on competitive bids advertised to Alaska bidders,

or to non-Alaska bidders when no competition between Alaska bidders

exists; an award shall

he made to the

after advertising for bids, except

Q)
®)

(repealed)

that

lowest responsible Alaska bidder

[A BID SHALL BE AWARDED TO AN ALASKA BIDDER IF HIS

BID IS NOT MORE THAN FIVE PER CENT HIGHER THAN THE LOWEST NONRESI —

DENT BIDDER"S;

©)

exists;

OF THE PURCHASING AGENT,] food,

AND]

competitive bids need not be required

)

()
Giii)

for contractual

[FOR SALES

services where no competition

INVOLVING FAIR TRADE ITEMS;]

in a declared emergency when T, IN THE JUDGMENT

or materials for use in

clothing, or medical supplies,

laboratory and experimental studies

may be purchased otherwise to the best advantage of the state;

(iv)

where rates are fixed by

-1-
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) for items traded in on like items; or
(vi) for professional services; and

(D) an award may be made to a non-Alaska bidder when no

competition between Alaska bidders exists;
* Sec. 1 AS 37.05.230(2) 1is amended to read:

(2) if the amount of the contractual services, purch
sale is estimated to exceed $2,500 sealed bids shall be solicited, when
practicable, by publication in a newspaper calculated to reach pro—
spective Alaska bidders and by posting notices 1in public places within
the area where the work is to be performed or material furnished and in
addition the department may also designate a trade journal for publi—
cation; the department shall also solicit bids by sending notices by
mail to allactive prospective Alaska bidders knox*n to it and all Dbids
shall be sealed xghen received, and shall be opened in public at the hour
stated in the notice; the department may negotiate directly if it finds
that it is in the best interest of the state;

Sec. 3. AS 37.05.230(5) 1is amended by adding nex7 subparagraphs to read:

(D) has no delinguent state taxes;

(E) is a resident of the state, or, if the bidder is a
partnership, corporation, or other association, the majority
interest must be beneficially owned by residents of the state and a
majority of the ovmers must be residents of the state;

Sec. 4. AS 37.05.320 1is amended by adding a ne*7 paragraph to read:

(5) "declared emergency"™ means a situation declared by the

governor to be an immediate threat to the public peace, safety, health,

or the general welfare.

* Sec. 5. AS 45 is amended by adding a new chapter to read:

CHAPTER 67. IDENTIFICATION OF ALASKA MANUFACTURED GOODS.

Sec. 45.67.010. DESIGN OF IDENTIFICATION SEAL. After holding a

-2- CSSU 114



public hearing to obtain manufactures®" advice on the design of a seal to
identify goods manufactured in the state, the commissioner shall design
the seal. The seal shall bear an appropriate logo and the words
"Manufactured in Alaska".

Sec. 45.67.020. PERMIT TO USE IDENTIFICATION SEALS. A person who
produces goods manufactured in the state may apply to the commissioner
for a permit to purchase identification seals to be attached to those
goods. The commissioner shall investigate the applicant to determine
his eligibility for the permit. A permit shall be issued free of charge
to a qualified applicant. The commissioner shall prescribe the form of
the application and permit, the period for which the permit 1is valid,
and the procedure for renewal of the permit.

Sec. 45.67.030. PENALTIES. (&) A person who knowingly attaches
an identification seal to an article, knowing that the article is not a
good manufactured in the state, 1is guilty of amisdemeanor, and upon
conviction is punishable by a fine of not more than $1,000, or by impri—
sonment for not more than one year, or by both.

(b) A person who knowingly sells or offers for sale an article
with an identification seal attached, knowing that the article is not a
good manufactured in the state, is guilty of amisdemeanor, and upon
conviction is punishable by a fine of not more than $1,000, or by impri—
sonment for not more than one year, or by both.

(c) A person who counterfeits an identification seal is guilty of
a misdemeanor, and upon conviction is punishable by a fine ofnot more
than $1,000, or by imprisonment for not more than one year, or by both.

(d) A person who knowingly sells, or otherwise provides, 1identifi—
cation seals to another without a permit issued under AS 45.67.020 is
guilty of a misdemeanor, and upon conviction is punishable by a fineof

not more than $1,000, or by imprisonment for not more than one year, or
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by both.

(e) For the purposes of this section each article sold or identi—
fication seal counterfeited, sold, or otherwise provided constitutes a
separate offense.

Sec. 45.67.040. DEFINITIONS. In this chapter

(1) "commissioner™ means the commissioner of commerce and
economic development;

(2) "goods manufactured in the state™ means a new, finished
product for marketing to the public, which results from the transforma-—
tion in the state of raw materials; it does not include a finished
product which results from the assembly of previously finished com—
ponents parts, unless all the parts are goods manufactured in the state,
or unless the finished product is assembled in its final form only 1in
the state;

(3) "identification seal” means the indentification seal
designed under AS 45.67.010.

Sec. 6. AS 45.67.030 1is amended to read:

Sec. 45.67.030. PENALTIES. (a) A person who knowingly attaches
an identification seal to an article, knowing that the article is not a
good manufactured in the state, is guilty of a class B misdemeanor [,
AND UPON CONVICTION IS PUNISHABLE BY A FINE OF NOT MORE THAN $1,000, OR
BY IMPRISONMENT FOR NOT MORE THAN ONE YEAR, OR BY BOTH].

(b) A person who knowingly sells or offers for sale an article
with an identification seal attached, knowing that the article is not a
good manufactured in the state, 1is guilty of a class B misdemeanor [,
AND UPON CONVICTION IS PUNISHABLE BY A FINE OF NOT MORE THAN $1,000, OR
BY IMPRISONMENT FOR NOT MORE THAN ONE YEAR, OR BY BOTH].

(c) A person who counterfeits an identification seal is guilty of

a class B misdemeanor [, AND UPON CONVICTION IS PUNISHABLE BY A FINE OF
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NOT MORE THAN $1,000, OR BY IMPRISONMENT FOR NOT MORE THAN ONE YEAR, OR
BY BOTH].

(d) A person who knowingly sells, or otherwise provides, identifi—
cation seals to another without a permit issued under AS 45.67.020 is
guilty of a class B misdemeanor [, AND UPON CONVICTION IS PUNISHABLE BY
A FINE OF NOT MORE THAN $1,000, OR BY IMPRISONMENT FOR NOT MORE THAN ONE
YEAR, OR BY BOTH].

(e) For the purposes of this section each article sold or identi—
fication seal counterfeited, sold, or otherwise provided constitutes a
separate offense.

* Sec. 7. Section 6 of this Act takes effect January 1, 1980.
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Original goosor:  Bradley Offered: 4/3//

IN THE SENATE BY THE RLES COWITTEE

CS KR SENATE BILL NO. 114 Rulss)

IN THE LEGISLATURE OF THE STATE OF ALASKA
HEVENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act ettitled: "’An Act relating to competative bidding uder the Fis-
cal Procedures Act; ad providing for an effective
BE IT BENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
*Section 1. AS 37.06.230(0D) 1s araded to read:

(@) a aotract for construction ad reairs, o a purdese
ad cotract for syoplies, materials, equiprent, ad contractual
sarvices must be based on carpetitive bids; an anard dall ke mece to
tre lonest responsible bidder after advertising for bids, exogpt thet

@ (rep=led)
® (ABID SHALL BE AVARDED TO AN ALASKA BICDER IF HIS
BID IS NOT MCRE THAN FIVE PER CENT HIGHER THAN THE LOMEST NONRESI-
DENT BICDER™S; ANDJ
O ampetitaive bids need not ke required
() for cotractual services where o corpetrtion
exists;
@) [KR SAES IVOLVING FAIR TRADE IMTBVS;]
D) In a declared erergecy wen ( IN THE JUDGVENT

OF THE PLRCHASING AGENT,] food, clothing, oi medical suygplies,

or materials for use In laoratory ad eqerimattal studies

may be purdesad otherwise t© the best advantage of tre state;
(@) where rates are foed by lav or ordinance;
WV for ies traded In on like 1tes; or
() for professioal servicss;

-1- CSSB 114(Rules)



IN

~ o o

K R B © o

16

17

18

19

RB

23

24

25

26

27

28

*Sec. 2 AS 37.06.230(2) is aeded to reed:

() if the amount of the corectual services, purdese,

sale i1s estinated O exceed $2,500 sealed bids dall ke solicited, when
practicable, by publication in a nengpgper Gai-.-lated to reach pro-
spective bidders ad by posting notices In public places within the area
where the work iIs to ke performed or naterial fumished ad In addition
the dgpartment may also desigate a trace jourmal for publication: the
department sall also solicit bids by sending notices by mail t all
[ACTIVE PROSPECTIVE] bidders on the certified Alaska bidders list;
[K\NOAN TO IT A\D] all bids shall be sealed when received, ad dall ke
geered In public at the hour stated In the notice; the department may
negotiate directly if it finds that 1t Is in the best interest of te
state;
*Sc. 30 AS 37.06.230(5) i1s arended by adding new subparagrgdns to reed:
O hes o celinuatt state taes;
® s aresidat of te state, o, If the bidder Is a
partrership, corporation, or other association, the mgjority of the
persas employed In tre bidder™s Alaska office are residents of te
state;
*Sc. 4. AS 37.06.230 1s arended by adding new paragrgons to reed:

O the Dgpartment of Adninistration shall conpile ad ydate
amnually a “certified Alaska bidders list® containing the nares of
bidders certified to be Alaska bidders who maintain inventories in the
statej

Q0 each proposed contract for or purdese of symlies,
materials, or equipret sall provide for an anard of ot less then 40
per cait of the total valle of the purdhese o tte lonest responsible
Alaska bidder who maintains no offices autside tte state ad who hed for
the previaus year gross business receipts not in exosss of $1,000,000.

-2- CSSB 114(Rules)
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1 *Sc. 50 AS 37.06.30 1s arended by adding a new paragraph to reed:

2 O ''declared erergecy’ means a situation declared by the
govermor o be an Imediate threat t© the public peace, safety, health,
s ar the gereral welfare.

*Sec. 6. AS 45 i1s arended by adding a new dgpter to read:

6 CHAPTER 67.  IDENTIFICATION OF ALASKA MANUFACTURED GOOLS.

Sec. 45.67.010. DESIGN OF IDENTIFICATION SEAL.  After hollding a
public hearing to dotain manufactures™ advice an the design of a s=al O
identify goos maufectured in tre state, the camissioner sall design
the seal. The saal dall bear an gooropriate logp ad the words
"Vanufactured in Aladd''.

Sec. 45.67.020. PERVIT TO USE IDENTIFICATION SEALS. A person who
produces goods manufactured In the state may goply t© the comissioner
for a permit t© purdese identification seals o ke attadhed O those
goods.  The camissioner dall investigate the goplicant to determine
his eligibility for the permit. A permit sall be issued free of darge
to a qalified gplicatt. The comissioner dall prescribe the form of
the goplication ad pemit, the periad for which the permit is valid,
ad the procedure for renenal of the permit.

Sec. 45.67.030. PENALTIES. @ A person who knovingly attadhes
an 1dentrfication seal o an article, knoving that tre article is ot a
goad manufectured In the state, 1s quiltyof a misdareaor, ad uyoon
conviction s punisheble by a fire of notmore then $1,000, or by impri-
somatt for not more then ae year, or by both.

(9] A person wo knovingly sells or offers for sale an article
with an identification seal attaded, knowing thet tre article is not a
good manufactured In tre state, i1s guiltyof a misdereanor, ad yoon
conviction s punisheble by a fire of notmore then $1,000, or by inpri-
soment for not more then ae year, or by both.

-3- CSSB 114(Rules)
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© A person wo ocoutterferts an identification saal is quilty of

-

2 a misdemeanor, ad yoon conviction is punisheble by a fire of not nore

s then $1,000, o by imprisoment for not nore then ae year, or by both.
4 @ A person wo knovingly sells, or otherwise provides, idetifi-
5 cation saals t© another without a permit 1ssued uder AS 45.67.020 1S

6 guilty of a misdemearor, ad uyoon conwviction s punisheble by a fire of
7 not more then $1,000, or by inprisoment for not nore then ae year, or
8 by both.

0 ©® For te purposes of this section each article sold or 1denti-

10 fication saal counterferted, sold, or otherwise provided constatutes a
1 Separate offense.

D Sec. 45.67.040. DEFINITIONS.  In this depter

5 D "ocomissioer” means the camissioner of camerce ad

“ econamic developrent;

@ ''goods maufactured In the state”’ meas a rew, finished
product for marketing to tre public, which results from tre transforma-
tion In tre state of raw materials; 1t does not include a finished
product which results fram the assarbly of previously finished con-
ponents parts, unless all tre parts are goods manufectured In tre state,
o inless the finished product is assarbled In 1ts final form only In
the state;

» @A Midentification seal” meas the Indentification sl
designed under AS 45.67.010.

*Sc. 7. AS 45.67.030 is arended to read:

Sc. 45.67.030. PANALTIES. @ A person who knovingly attaches

an 1dentification s=al o an artacle, knoving that the article s ot a
goad manufectured In the state, i1s quilty of a class B misdemearor |,
AND UPON CONVICTION IS PINISHABLE BY A FINE OF NOT MORE THAN 1,000, (R
BY IMPRISONVENT FOR NOT MORE THAN ONE YEAR, (R BY BOTH].

-4- CSSB 114(Rules)
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©® A person who knovingly sells or offers for sale an article

(BN

2 with an identification seal attaded, kowing that the article is ot a
5 goad manufactured In the state, s guilty of a class B misdemeaor |,

. AND UPON CONVICTION IS PUINISHABLE BY A FINE OF NOT MORE THAN $1,000, R
5 BY IMPRISONVENT FCR NOT MORE THAN ONE YEAR, (R BY BOTH].

6 © A person wo couterferts an identrfication seal s quilty of
. a class B mistemeanor [, AAD UPON QONVICTION IS PINISHABLE BY A FINE OF
3 NOT MORE THAN $1,000, CR BY IMPRISONVENT KR NOT MORE THAN ONE YEARR, (R
. BY BOTH].

@ A person who knovingly <sells, or otherwise provides, identifi-
cation seals to aother without a permit issued uder AS 45.67.020 iIs
guilty of a class B misdemeanor [, AAD UFON CONVICTION IS PUNISHABLE BY
A FINE CF NOT MORE THAN $1,000, (R BY IMPRISONVENT FCR NOT MCRE THAN ONE
YEAR, OR BY BOTH].

s ® For the purposes of this section each article sold or 1denti-
" fication saal conterferted, sold, or otherwise provided constitutes a

- sgparate offense.
*Sc. 8 Section 7 of this Act takes effect January 1, 1980.
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Original sponsor: Bradley Offered: 3/15/79
Referred: Finance

IN THE SB\ATE By THE COWERCE COWIITTEE
CS FOR SE\ATE BILL NO. 114
IN THE LEGISLATURE OF THE STATE OF ALASKA
HEVENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act relating to aompetative bidding uder the Fis-
cal Procedures Act; ac providing for an effective
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALAKA:
*Section L AS 37.06.230(D) 1s arended to reed:

(@)) a cotract for construction ad repairs, or a purdese
ad cottract for suplies, materials, equiprat, ad contractual
services nust ke based on competldtire bids advertised to Alaska bidders,
or t© non-Alaska bidders when no competation between Alaska bidders
exists; an avard shall be mede t the lanest responsiblle Alaska bidder
after advertising for bids, exogpt that

@ (eled)
® [ABID SHALL BE AVARDED TO AN ALAKA BICDER IF HIS
BID 5-NOT MORE THAN FIVE PER CENT HIGHER THAN THE LOMEST NONRESI-
DENT BICDER™S; AND]
O anpetitive bids need not be recuired
(@ for cotractual services where o carpetition
exists;
@) [KR SALES INVOLVING FAIR TRACE ITRVS; ]
Gm in a declared erergency when [, IN THE JUDGVENT

OF THE PURCHASING AGENT,] food, clothing, or medical symplies,

or materials for u In laboratory ad eqerimental studies

may be purdhased otherwise to the best advantage of tre state;
(V) where rates are fixed by law or ordinence;
-1- CSB 114
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() for es traded In an like 1|@s; or
() for professioal servicss; ad
O an avard may ke mece t a non-Alaska bidder when o
carpetation betnween Alaska bidders exists;
*Sc. 2 AS 37.06.230(2) s arended to reed:

() iIf the amount of tre contractual services, purdese, or
sale 1s estinated 0 exceed 2,500 sealed bids sall be solicited, when
practiceble, by publication in a nenspaper calaulated to reach pro-
Seective Alaska bidders ad by posting notices in public places within
the area where the work is to be performed or material fumished ad iIn
addition the department may also designate a trace joumal for publi-
cation; the department shall also solicit bids by sading notices by
mail to allactive prospective Alaska bidders known to 1t ad all bids
sall be saaled when received, and dall be goened in public at the hour
stated In the notice; the department may negotiate directly if it finds
that Itis in the best interest of the state;

*Sc. 3 AS 37.06.2300) is arendedby adding new  subparagraohs to reed:
O hes o delinuent state taxes;
® is aresidet of tre state, ar, If the bidder is a
partnership, corporation, or other association, the mgjority
interest nust be beneficially owed by residents of the state ad a
majority of the ovars must be residaits of the state;
*Sc. 4. AS 37.06.30 is aranded by adding a new paragragh to reed:

O 'declared erergency’’ meas a srtuation declared by the
governor o ke an Imediate threat t© the public peace, safety, health,
or the gereral velfare.

*Sc. 5. AS 45 isareded by adding a nrew dgpter to reed:
CHAPTER 67. IDENTIFICATION OF ALASKA MANUFACTURED QOCCS.
Sc. 45.67.010. DESIGN OF IDENTIFICATION A.. After holding a

—2- 14



17

18

19

78

public hearing t© dotain manufectures™ advice on the design of a seal ©
identify goods manufactured In the state, the comissiaer sall design
the seal.  The seal dall bear an gopropriate logp ad the words
"Marufectured iIn Alada’.

Sec. 45.67.020. PERMIT TO USE IDENTIFICATION FAS. A person who
produces goods manufactured In the state may gply t© the comissioer
for a permit to purchese 1dentification saals o ke attaded t© those
goods.  The comissioner sall investigate the goplicatt t determine
his eligibility for the permit. A permit sall be issued free of darge
t0 a qualified gplicat. The camissioer Sall prescribe the form of
the goplication ad permit, the periad for which the permit is \alid,
ad the procedure for renenal of the parmit.

Sec. 45.67.030. PENALTIES. @ A person wo knovingly attades
an 1dentrfication seal o an article, koving thet tte article i1s ot a
good marufactured In the state, 1s quilty of amisdemeanor, and yoon
conviction is punisheble by a fire of not norethen $1,000, or by impri-
soment for not more then ae year, or by both.

O A person wo knovingly sells or offers for sale an article
with an idetification sl attached, knowing that the article is ot a
good manufectured In the state, 1s guilty of amisdereaor, ad uoon
conviction is punisheble by a fire of not more then $1,000, or by inmpri-
soment for not more then are year, or by both.

© A person wo couterferts an identification sl is quilty of
a misdereaor, ad yoon conviction is punisheble by a fine of not nore
then $1,000, or by inprisomett for not nore then ae year, or by both.

@ A person wo knovingly sells, or otherwise provides, i1dentifi-
cation seals t© awother without a permirt i1ssued uder AS 45.67.020 iIs
guilty of a misdareaor, ad upon conviction is punisheble by a fire of
not nore then $1,000, or by inprisoment for not more then ae year, or

-3- CSSn 114



by both.
® For the purposes of this section each article sold or 1denti-
fication seal coutterfeited, sold, or otherwise provided costitutes a

72
23
24
75

70
27

28

Separate offense.
Sc. 45.67.040. DEFINITIONS.

In this dgoter

@ "ocomissioer” meas the comissioner of comerce ad

econamic developrment;

@ ''goos maufactured In the state’” means a rev, finished
product for marketing to the public, which results fran tre transforme-
tion iIn tre state of raw materials; 1t does not include a finished
product which results fran the assarbly of previously finished con-
ponents parts, nless all the parts are goods manufectured In the state,
or unlless the finished product is assarbled 1IN 1ts final form only In

the state;

@ Midentification sl means the indentification szl

designed uder AS 45.67.010.

*Sc. 6. AS 45.67.030 1S amred to reed;

Sec. 45.67.030. PENALTIES.

@ A person wo knovangly attadhes

an 1dentrfication sl t an artacle, koving that the artacle is ot a
good manufactured In the state, is quilty of a class B misdereaor [,

A\D UFON GONVICTION IS PNISHABLE
BY IMPRISONVENT FCR NOT' MCRE THAN

BY A FINECFNOT MCRE THAN  $1,000, R
ONE YEARR, (RBY BOMH],

O A person wo knovingly sells or offers for sale an article
with an 1dentification seal attaded, kowving thet the article is ot a
goad manufactured In the state, 1s quilty of a class B misdereaor |,

AND UFON GONVICTION IS PUNISHABLE
BY INPRISONVENT FOR NOT MORE THAN

BY A FINEOFNOT MORE THAN  $1,000, CR
ONE YEAR, CRBY BOH].

© A person wo coutterferts an identification seal i1s quilty of
a class B mistemeanor [, A\D UFON CONVICTION IS PINISHABLE BY A FINE CF

-4-
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NOT MORE THAN $1,000, OR BY IMPRISONVENT FOR NOT MCRE THAN ONE YERR, (R
By BOTH].

@ A person wo knomngly <ells, or otherwise provides, 1dentifi-
cation seals to aother without a permit 1ssued uder AS 45.67.020 IS
guilty of a class B misdemeanor [, AAD UFON CONVICTION IS PUNISHABLE BY
A FINE OF NOT MORE THAN 1,000, QR By IMPRISONVENT FOR NOT MORE THAN ON\E
YEAR, CR BY BOH].

©® For tte purposes of this section each article sold or 1denti-
fication seal coutterfeited, sold, or otherwise provided constitutes a

Separate offense.
*Sc. 7. Section 6 of this Act takes effect January 1, 1980,

-5- CSSB 114



Introduced: 2/7/79
Referred: Commerce

IN THE SENATE BY BRADLEY
SH\ATE BILL NO. 114

IN THE LEGISLATURE OF THE STATE OF ALAKA
HEVENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled:  "An Act relating to competitive bidding uder the Fis-
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
*Section L AS 37.06.230(D® 1s repaaled ad re-enacted 1O reed:

® a bid gall ke avarded 0 tte lonest responsible

Alaska bidder
(@) 1f the aost of the cotract 1s estinated t©

exceed 82,500 hut is less than $200,000}F or

D) iIf the aost of tre coTrect s estimated t© b

$200,000 or more ad his bid is not more then 12.5 per aait
higner then the lonest nonresident bidder™s; ad
*Sc. 2 AS 37.065.20(D)O@I) 1s areded to read:
(i) In a declared erergency when, In the judgrent
of tre purdesing agent, food, clothing, or medical suplies
[ R MATERIALS FR USE IN LABORATCRY AND EXPERIVENTAL
STWDIES] may e purdchesed otherwise to the best advantage of
the statej
*Sc. 30 AS 37.06.230(0) i1s arded by adding new sugparagraps o reed:
O hes o celinguent state taes;
® is a residat of tre state, ar, If the bidder is a
partrership, corporation, or other association, the mgjority
interest must be beneficially omned by residents of tte state ad a
mpjority of the oners nust be residents of the state;

*Sc. 4AS 37.06.230 1s arended by adding a new paragraph to  reed:
—1- B 114



16

17

18

19

N

23

24

25

26

27

28

2L

SB 114

mmCH



THE LEGISLATURE OF THE STATE OF ALASKA
ELEVENTH LEGISLATURE

-ELSCAL NQT.E.

B|II?Resqut|on No _ hssr 114 (chap er 67 aqnly)

TitleAn act rel
Requested %v Se Brad?ey

Il. FISCAL DETAIL
Agency Affected Department of Comir,3rce and Economic Development
Program Category Affected Development
BRU, Program, or Subprogram(s) Affected Economic Enterprise
(Note: Ifmore than one budget component isaffected, separate line-item amounts and funding for each
component in the analysis section.)

EXPENDITURES  (Thousands of Dollars)

FY 79 FY 80 FY 81 FY 82 FY 83 FY 84
100  PERSONAL SERVICES 0 0] 0 0 0
200 TRAVEL 0] 0] 0] 0 0]
300 CONTRACTUAL 0 50.0 25.0 15.0 10.0 ~
400 COMMODITIES
500 EOUIPMENT
600 LAND & STRUCTURES
700 GRANTS. CLAIMS, ETC.
TOTAL
0 50.0 25. 0 15.0 10.0

FUNDING (Thousands of Dollars)

GENERAL FUND 50.0 25.0 15.0 10.0
FEDERAL FUNDS
OTHER (Specify Fund Source)

POSITIONS
FI LL TIME 0 0 0 0 0

PART TIME
TEMPORARY

. \NALYSIS (See Fiscal Note Preparation Instructions, Section III)

The contractual costs include printing of articles and tags and
required advertising to introduce Alaska manufacturers® seals and

gain public recognition and approval. Future year fiscal require—
ments will decline as printing of materials will be the major ex—
penditure. The Division of Economic Enterprise will charge manufac—

turers using large quantities of the seal for the cost of printing.

IV. DATE  3-30-79 PREPARED . M. Deng eft.-—————-

AGENCY Krnnnmir Fnt-prpri
Original: Legislative Finance PHONE 466 2AR.1-————————-
cc: Budget and Management

Prime Sponsor (First Legislator Named)

33-001 (Rev. 12/78)
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LEGISLATIVE AFFAIRS AGENCY

M EMORANDUM February 8, 1979

SUBJECT: State purchasing exclusively from Alaska businesses
(Work Order Ro. 6243)

TO : Senator Patrick Rodey
/

FROM: Kenneth M. eRosenstcin, Legislative Counseljgt"s

You have requested a legal analysis of the Buy Alaska
Committee™s legislative proposal requiring that state

purchasing be exclusively from Alaska businesses v?hen
practicable.

It is not clear that the draft supplied by the Committee

accomplishes their purpose. As drafted, it requires that
state purchasing contracts be based on competitive bids
advertised to Alaska bidders. The award is to be made to

the lowest responsible bidder, without limitation to Alaska
bidders. To accomplish what | perceive to be the Committee"s

intent, the award of contract would need to be limited to
the lowest Alaska bidder.

Legally, 1 can find no precedert holding that such a prefer—
ence is unconstitutional or otherwise unlawful. Indeed,
there 1is precedent specifically upholding such a preference,

but on a much more limited scope than proposed by the
Committee.

In American Yearbook Co. , v." jAskew, 339 F. Supp. 739, aff"d
menu ACT9 U.S. 904 (1972), the plaintiff challenged a Florida
statute that required all printing required by a state

agency be "done within the state. The statute was attacked

on the basis that it violated the 14th amendment, and commerce
clause of the U.S. Constitution. Holding that the statute
was a valid exercise of the state"s proprietary power, a
three judge district court stalled:



Senator Patrick Rodey
Page 2
February 8, 1979

[T.-]In framing specifications for its printing work,
the state performs "a proprietary function and stands 1in
the shoes of a private party who is entitled in most
instances to choose where and by whom his printing will
be done. In that posture the state is like a trustee;
the citizens are the beneficiaries. It may be necessary
for the state to adopt discriminatory purchasing policie
such as those questioned here, to insure that the

interest of the people is best served. In fact it 1is
conceivable that the failure to do so would constitute
a breach of the state"s duty to its residents. lii a

case such as this, it is not for the Court to question

the wisdom of the Legislature in discharging that trust
obligation.

399 F. Supp. 719, 722 - 723.

In dealing with the commerce clause challenge, the court
cited numerous authorities, 1including MacMillan Co. v . John .
269 F. 28 (1920), to support its holding that the commerce
clause was not violated by the Florida statute. In MacMillan
a Michigan statute specified the "conditions under which a
book dealer could sell text books to state school districts.”
339 F. Supp. 719, 724 (E.D. Mich. 1920). In discussing
American Yearbook®s commerce clause claims, the court stated:

The [MacMillan] Court laid plaintiff®s arguments to

mrest in language no less pertinent here [in American Yea
" Plaintiff has no vested right, without the -

consent of the state, to sell and ship 1i1ts hooks
to the school officials of Mihigan in interstate
commerce. This situation depends on the old,
familiar rule that a sale or contract cannot be
made without the consent and agreement of both of
the contracting parties,” [269 F. 28, 31]



Senator Patrick Rodey
Page 3
February 8, 1979

What plaintiff [American .Yearbook] fails to recognize
is that those statutes [cited by American Yearbook as
having been successfully challenged as violative of the
commerce clause] regulated private industry. Trade
regulations are clearly subject to Commerce Clause
restrictions, but statutes that merely specify the
conditions of state purchases are not.

399 F. Supp. 719, 724 - 725.

As noted above®, the district court"s decision in American
Yearbook was affirmed by the 11.S. Supreme Court in a memo—
randum decision (409 U.S. 904), but the precedent set by the
case need not necessarily be followed by the Alaska Supreme
Court.

The Alaska Supreme Court has laid a legal foundation that
could serve to justify the preference requested by the
Committee. In State v. Reefer King Co. Inc., 559 P.2d 56
(Alaska 1976), the court affirmed the constitutionality of
Alaska = fish processors “tax found at AS 43.75.060. That
statute distinguishes between shore-based processors and
floating processors and taxes the floating processors at a
rate four times greater than the rate applied to shore-based
processors. The court, in rejecting the challenge based
upon the equal protection clauses of the Alaska and U.S.
Constitutions, stated:

[T)he statute reflects a... legislative judgment,
that "shore-based"” processors make a more valuable
contribution to the state and local economics than do
the "floating"™ processors. While the processors may
argue that they contribute as much as the "shore-based"”
processors do, it cannot be disputed that the impacts
of the two types of operations on the local communities
are substantially different in character.



Senator Patrick Rodey
Page A
February 8, 1979

[T]hc tax differential bears a fair and substantial
relationship to the goal of encouraging societal contri —
butions of the® type made by "shore-based"” processors...
The state may legitimately encourage, through tax
incentives, or exemptions, industries or types of Industrie
which it considers desirable, and this method of encourage
ment does not deprive other taxpayers, who do not

qualify for the benefit®, of. their equal protection
rights.

559 P.2d 56, 65 - 66.

This same nationale may support*, the legislature®s enactment

of legislation granting Alaska businesses an exclusive
preference with regard to purchases by the state. This 1is
especially so when it is considered that a court would seen

to scrutinize an allegedly discriminating tax more closely

than state purchasing policy. There this appears to he

fairly persuasive authority that would indicate that there

are no serious constitutional 1issues involved in the Committee ~
proposal.

ICMP.:ncm
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Bill/Resolution No._ s. B. 114 _ Bradley

Title  An Act Relating to ConipetTtTve'Bi<fdTng" Under the Flseal Froce"dures~Act
Requeﬁﬁd hv Jay Hoganlegislative Finance D:fcFebruary 9, 1979

Il FISCAL DETAIL
Agency Affected Al
Program Category” Afleetoll Al
BRU, Program, or Subprogram!s) Affected” Al
(Note: If more llian one budqet_component is affected, separate Tinc-ilem amounts and funding for éach
component in the analysis section.)

EXPENDITURES  (Thousands of Dollars)

FY 79 FY BO FYBlI FYs2 FY 83 FI 81

100 PERSONAL SERVICES >>34,000 36,040" 38,202 40,494 427927
200 TRAVEL
300 CONTRACTUAL
—— 400 424 449 476 504
500 EOUIPMENT N 2,200
600 LAND & STRUCTURES
2.0  GRANTS, CMAAIM.SJ TC, .
r Additional Costs for Goods & Services 2,703.000 2,865-18C 3,037,091 3,219,316 37412,475
TOTAL 2,739,600 2,901 ,644 3,075,742 3,260,286 3,455,903

FUNDING  (Thousands of Dollars)

(EENERAL FUND 2,739,600 2,901 ,64* 3,075,742 3,260,2£6 3,455,903
E

DERAL FUNDS
OTHER (Snoeifv Fund Source)

POSITIONS

ULL
ART
EM

—AoTm

TIME
TIME
PORARY

1. ANALYSIS (See Fiscal Note Preparation Instructions, Section I1)
The fiscal impact of this bill is difficult to analyze due to lack of data and not
knowing exactly how vendors, both in and out of State, will react to preference.
It is conceivable that out of State vendors will quit bidding on State business,
therefore reducing bid competition. Reduction in vendor competition has the
obvious effect of reducing price competition as well. However, to what degree
is not known.

* Hov/ever, the National Association of Purchasing Officials has estimated nation—
ally that an increase in a bidders preference would raise the cost of doing
business proportionately with the increase in the preference. If their assumption
is correct, then based on the FY 78 figures and using a conservative figure of
10% x $27,026,589 = $2,702,659.

IV. DATE PREPARED
. o AGENCY
Original; Leglslatwe Finance PHONE
cC: Bu rr?et and Management |
Primie Sponsor (First Legislator Named)

33-001 (Rev. 12/78)
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H, B» 114 Bradley

This figure 1is an estimate only and we feel it is conservative.

Added to this additional overall cost of doing business must be added
the extra expense of administering procurement activity such as; deter—
mining residency, beneficial ownership. Therefore, we anticipate adding
one full time clerical position in both the Anchorage and Juneau offices.

Nothing has been addressed as far as potential loss of Federal partici—

pation in State programs due to "restraint of trade" or "inter-State
commerce".

For informational purposes, we submit the following information:

REPORT TOTAL DOLLARS ON PO*S AND CA"S
JULY 1, 1977 JUNE 30, 1978
PURCHASE ORDERS
IN STATE $7,938,898.83
OUTSIDE STATE $5,115,022.96

CONTRACT AWARDS

IN STATE $8,855,596.66
OUTSIDE STATE $5,117,070.15
TOTAL
IN STATE $16,794,495.49 62%
OUTSIDE STATE $10,232,093.11 38%
GRAND TOTAL $27,026,588.60
AK BIDDERS PREFERENCE $ 55,039.18

EXERCISED TO DETERMINE LOW BID



From a purely professional purchasing standpoint, vendor preferences are
not conducive to good purchasing practices nor in the purchasing body"s
best interest. We are sympathetic to the idea of stimulating in-State
business, however, we do not believe this to be the correct vehicle.

The problem is one that requires an in-depth review of the whole State
economic picture. A vendor preference is a weak and easy approach to
the problem, but cannot, in itself, solve it. It is little more than a
token gesture of appeasement to a select few. Competition is the back—
bone of our "American Way". To reduce or eliminate it adversely affects
the very heart of our socio-economic systenm.
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February 21, 1979

State of Alaska

Department of Administration

Division of General Services & Supply
Mr. Gerald L. White

Sr. Purchasing Agent

State Office Building

10th Floor, Pouch C

Juneau, Alaska 99811

Dear Mr. White:

The-State of California had passed legislation allowing for
a.preference 1in purchasing from California domiciled companies.
In 1970, based on an opinion from the Attorney General, the
«"Buy California™ law was declared unconstitutional and has not
been., operati ve since that time. .

The State has since passed a Small Business Law which allows
for a 5» preference for purchases from California Small Busi—
nesses. The Small Business Law was implemented 1in 1974 and

has not faced the problems encounted by "3uy California™. The
provisions of the law have been supplied to Mr. R. L. Schofield
of your office in my February 7, letter.

If you have further questions regarding the Small Business Law,
contact Jim Exum, Chief, Small Business Office at (916) 322-

/hief of Procurement
JSB:GCE:mek

CcC: J. Exum
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STATE OF HAWAII

DEPARTMENT OF ACCOUNTING
AND GENERAL SERVICES Letter No.

p. 0. box it PS-79-639.2

HONOLULU. HAWAII 90810

February 21, 1979

Mr. Gerald L. White

Sr. Purchasing Agent

Division of General Services and Supply
Department of Administration

10th Floor, State Office Bldg.

Pouch C

Juneau, Alaska 99811

Dear Mr. Uhite;

In response to your letter of February 13, 1979, we enclose copies
of portions of Chapter 103, Hawaii Revised Statutes, covering preference
for Hawaii Products. Also enclosed 1is an index to the current Hawaii
Products List and a copy of the current Rules and Regulations.

Basically, the Hawaii Products Preference provides for preference
for Hawaiil products based on the amount of Hawaii 1input. Preference 1is
3 percent where Hawaii 1input is 25-50 percent; 5 percent where Hawaii
input is 50-75 percent; and preference is 10 percent where Hawaii 1input
is more than 75 percent. Generally, we have found that the Hawaiil Pro—
ducts preference has not been a great benefit to Hawaii manufacturers
or producers. The size of the current Hawaii Products List attests to
that fact.

(NASPO has consistently opposed any form of preference law, as did
the Rational Governor®s Conference last year. |In .pite of objections,
it seems that in-state preferences will continue as a means of protect—
ing local business, though I wonder if it really is in the best interest
V of the community. - e

Due to the recurring interest in the subject, | would appreciate
results you obtain from your survey.

Purchasing and Supply
" Division

EBD/js

Enc.
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PURCHASING DIVISION

February 23, 1979 801 William G. Stratton Building
Springfield, Hlinois 62706
217/782-2301

Mr. Gerald L. White
Sr. Purchasing Agent
Department of Administration

Div. of General Services and Supply
18th Floor, State Office Building

Pouch C
Juneau, Alaska 99811

RE: In-State Preference
Dear Mr. White:

The State of I1llinois does not have an in-state preference statute
and we do not practice in-state preference.

The I1llinois Purchasing Act, Section 5, D3e, does make the follow—
ing provision: When a public contract is to be awarded to the
lowest responsible bidder a resident bidder must be allowed a
preference as against a non-resident bidder from any state which

gives or requires a preference to bidders from that state. The
preference is to be equal to the preference given or required by
the state of the non-resident bidder. This section of our law

was declared unconstitutional 1in 1973 and we have not attempted
to enforce this provision since that time.

Wc "are”’in® complete®agreement with the NASPO Resolution V adopted ~~
October 5, 1978 at the 33d annual meeting held in Springfield, IL
iwh"erein it was resolved that the National Association of State"® “*
Purchasing Officials is opposed to the. use of-preferences in ..

awarding state contracts.” .-

We are certainly interested in receiving a recap of your inquiry
omthis subject.

| Sirfe<
JA-tNe”orth
State Purchasing Agent

JN:mrc



DEPARTIVENT OF GENERAL SERVICES D DES MOINES, I0WA 389

PURCHASING DIVISION

HON. ROBERT 0. RAY February 23, 1979
oovtHuon

STANLEY L. McCAUSLAND
DHCC10R

JACK T. PIT2ER
cmtf PIMC*I»SING OFUCEFI

DUANE W._CARLSON i
assistant G purchasing MiaM

Gerald L. White

Sr. Purchasing Agent

Division of General Services and Supply
Department of Administration

10th Floor, State Office Building

Pouch C

Juneau, Alaska 99811

Dear Mr. White:

The State of lowa does not have an in-state preference as such. Our
statute gives preference to in-state bidders when price and other
factors are "comparable™.

For your information, at the last meeting of the National Association
of State Purchasing Officials in Springfield, Illinois, a complete
report on in-state purchasing preference was submitted to the member—
ship. Copies of that report should be available through the NASPO
office. Also, at that meeting, ”the members of NASPO passed a resolu—
tion opposing such preferences. -l - *

I hope this information assists you with your study.

Sincerely your”®,

JTP/np

HOOVER STATE OFFICE BUILDING CIDES MOINES, 10WA 50319 [1515/281-5981



STATE OF MICHIGAN

Wt

WILLIAM G Mil.LIKEN. Governor

OF MANAGEMENT AND BUDGET

S1LVCNS 7 MASON HLDG..
PO DOX 300PG LANCING. MICHIGAN <I8309
GCRALD H MILLLR Difcclor

February 23, 1979

DEPARTMENT

Hr. Gerald L. White
Senior Purchasing Agent

STATE OF ALASKA
Department of Administration

Pouch C
Juneau, Alaska 99811
Dear Mr. White:

letter of the 13th of February, wherein you
in-stnte preference laws,xthe State -

In response to your

requested information about

of. Michigan has. taken®a .firm stand on any
“nature for the"last 30 years../.We feel

Ig.ws are~detrimental to our
business with other states,
in our*responsibility where
.and"that is 1in printingand

legislation of this. T
that in-state preference
state in the give and take of doing
consequently we only have one area-
there is an in-state preference law*
the printing®laws have been on the *©

"books since .1938.> That particular law states any printing that
can be done in Michigan must be bid to Michigan vendors only.
other small way we do favor in-state vendors is that all things
being equal, the Michigan vendor would get the award, in the case
of a tie bid.

One

As"a"professional purchasing manager, |1 would urge, you to take a
estrong stand with your legislature to protect your state from

"hese kinds of laws where in-state vendors get preference. 1I-t
ywould gu“essfhat with the distance that avendor has to travel to
C your.._state, you"would have something of abuilt-in preference law.

If you need any help from me or my staff, please don"t hesitate
to ask. We are only too glad to help.
Sincerely

- = f

d A in

A. Richard Bos, Director
PURCHASING DIVISION
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February 13, 1979

Raymond L. Moore

Director of Purchasing
Office of Administration
P.0. Box 809

Jefferson City, MO G5101

Dear Mr. Moore:

The Alaska State Legislature is looking into in-state bidders
preference for Alaska. At the present time, the State of Alaska has a
5% in-state preference, however, there is a possibility this may be
increased.

We would appreciate by return mail information on whether or not
your state has an in-state preference and, if so, what are the limits
and/or guidelines?

We will be happy to provide a recap of our inquiry if so desired.
Your early reply Would be appreciated.

Sincerely,

Gerald L. White
Sr. Purchasing Agent

Vv JLsfj'U-1-r & Jta\SL- 0 ] A# - OAd 3
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STATE BOARD OF COWTROI
LYNDON BAINES JOHNSON STATE OFFICE BUILOING
PO BOX 13047 CAPITOL STATION
AUSTIN. TEXAS 76711

February 23, 1979

Hr. Gerald L. White

Sr. Purchasing Agent

State of Alaska

Department of Administration

Division of General Services and Supply
10th Floor

State Office Building

Pouch C

Juneau, AK 99811

Dear Mr. White

The State of Texas does not have an in-state preference except in cases of
tie bids.

ethere has been some effort in the past to adopt such legislation but it
never did receive very much support. From the procurement standpoint to

Nobtain themost value for the tax dollars, we have been opposed to in-state
preference. -

Sincerely

Homer A. Foerster
Executive Director

HAFce



STATE OF UTAH D, DALE WILLIAMS

DEPARTMENT OF FINANCE

147 STATE CAPITOL

SALT LAKE CITY, UTAH 84114 JD'S/SEEOEVAchigE*SCTHfASJS’“EGN
PHONE (801) 533-5721 -

Sioic Puicha'.mg Agcni

February 21, 1979

Mr. Gerald L. White

Sr. Purchasing Agent
Department of Administration
10th Floor - Pouch C

State Office Building
Juneau, Alaska 99811

Dear Mr. White:

The State of Utah does have a 5% Preferred Bidder Law, which 1is

used only when the out-of-state bidder has a similar lawLjYou may -
|[know that N.A.S.P.0., over the“years, has been*Very"much"against.
sstates having any preference law. Since our law is a recprocal

law, there are only five or six states that our Utah manufacturers
can qualify under. We are desirous of eliminating it from the Utah
Code, as much as it has meant to Utah manufacturers.

A copy of our law is enclosed.

J. Douglas Ch.istiansen
State Purchasing Agent

JDC/skp

Enclosure
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COMMONWEALTH ofV1IRAQ

D e p oa r tm e t o f G e e r al Services

D iviision o f Purchases end S upoply

217 Governor Sued

February 16, 1979

Mr. Gerald L. White

Sr. Purchasing Agent

Division of General Services and Supply
10th Floor, State Office Building

Pouch C

Juneau, Alaska 99811

Dear Gerald:

In reply to your letter of February 13 regarding in-state preference,
the Commonwealth of Virginia does not have any law which governs
in-state preference other.than one which gives the award to a
Virginia vendor in case of a tie bid with a bidder from out of
State.-------—- J

[During the 1977 General Assembly, an in-state preference law was
lproposed; however, it was passed by during that session and has
|never been revived. We believe our legislators realized that there
ecould be an atmosphere of reciprocity on the part of the bordering
/states and found that the in-state preference could possibly add
\to the prices quoted by our vendors.  _.... .. ... ....

iWe might also add "that it is our understanding that no manufacturer
In a state which has the in-state preference law on the books can
Ascll any of his materials, equipment or supplies to the Commonwealth
lof Pennsylvania, which, in turn, 1is not too far removed from the
ACommonwealth of Virginia.

IT we can be of any further assistance to you n this matter, please
let us know.

i Vindest per ulnal regards,

V

lip R. Brooks
I-ctor

PRB/a

mi ;

i1l i

rI**



STATE OF VERMONT

DIVISION OF PURCHASING
AGENCY OF ADMINISTRATION

MONTPELIER, VERMONT 05602

FebAuaAl/ 22, 1979
802-828-2211

AH. GeAald L. White, SenioA PuAchaAin? Agent
Division oA GenCAal SeAvicca and Supply
VepaAtment o0& AdminiAtA-ation

State og_AIaska_ _

State 0”™ice Building

Pouch C

Juneau, Alaska 99811

VeaA AH. White:

ThiA L4 in AC&CACnce to tjouA inquvn¥ o> FebAuaAij 13.  We do not .
have any in-Atate pAeJcAcnce AtatutCA. pie Aubject Za &equently
m'AuggC-ited hy' Aomcone in ouA IcgiAlatuAC, and, to date, me have
[been able to diAcouAage itA implementation<..

£'am buAC you know that the National AAAodation oi State - =

uAchaAing” 0”~icialA haA Acjccted thiA concept &oa many ?(eaAA

a only being damaging to the AtatCA that have it, witii littl.e
r0A no a?AiAtance to tiloAC within the Atate that cannot be
\compctitive.

VcAty 'tAullp/ ijouaa,/

V J U
RICHARD C( RAYMOND
PilichaAing VifiectoA
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a Regarding the inapplicability of the Robinson-Patman
Act and (if so) the "Fair Trade" laws

b. Advising that identical bids will be reported to the Justice
Department in accordance with the President’s Executive
Order 10936, and also to the State Attorney Gene™”’.

3, Reject all bids and seek to negotiate an agreement based upon
issuing a"blanket” type order for alarge quantity to be deliv-
ered when and if needed,

4, Prevail upon local distributors to have their companies release
them from resale price maintenance policies and follow up by
direct contact with their main headquarters,

5, Publicize the situation when local suppliers are concerned.

Responsibility of the Purchasing Official to Report Collusion

Executive Order 10936, dated April 24, 1961, required all departments,
agencies, and instrumentalities of the federal government to report any
instances of identical bids submitted in advertised procurement. In addi-
tion, the order instructed the Attorney General to establish a system
whereby state and local governments would also be invited to submit
repons of identical bids which they might receive in advertised procure-
ment.

These Procedures, put into effect on November 1, 1961, were designed
to discourage identical bidding, to reduce the cost of government, and
help maintain a competitive economy.

About 2000 State and Local Government Agencies Were In-
vited to participate in the reporting program. Under this program, iden-
tical bids on line items costing more than $1,000 are reported on forms
supplied by the Attorney General ("Identical Bid Report Form
DJ-1510").

How This Information Is Used. From time to time the Attorney
General consolidates all the identical bid data reported by local, state
and federal agencies. Though this information provides a stream of intel-
ligence useful in detecting suspected collusion among bidders, purchasing
officials should also supplement these reports with any specific informa-
tion they may have of suspicious behavior.

Help from State Attorney General. Several states have estab-
lished anti-trust sections in the office of the Attorney General, while still
others have instituted reporting systems similar to the federal procedure.

164
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Affidavits of Non-collusion. Both Minnesota and Oregon have

systems by which state and local government agencies can protect them-
selves against collusion. Basically there are two procedures:

1 Requiring that all bidders submit a prescribed affidavit and
information form certifying non-collusion.

2. Reporting identical bidding and all suspected collusive bid-
ding to the anti-trust section of the state Attorney General’s
office.

Olher states, including California, New York, and Texas, have been or
are offering active legal assistance to all public purchasing officials in a
strong attempt to battle collusion.

Triple Damages. Puolic agencies which prove in civil court that they
have been overcharged, due to collusion between bidders, can collect
triple damages. An example is the actions filed by cities against manu-
facturers of electrical controlling machinery which have resulted in many
out-of-court settlements. Also, in criminal actions taken against conspir-
ators by the U.S. Department of Justice, many heavy fines have been
paid by those involved in price-fixing activities forbidden by Federal
anti-trust laws.

LOCAL PREFERENCE ’

Not all abuses of the principle of free, competitive bidding can be laid at
the door of the bidders. The practice of granting preference to local
suppliers has its roots in the ordinances and regulations which govern
purchasing.

Definition

“Local Preference" usually refers to any advantage or privilege accorded
to asupplier who is a taxpayer in the local community. The actual pref-
erence can take many forms.

Local Preference by States

A survey by Government Product-nem magazine showed that about
one-third of the states offer a definite price preference to in-state sup-
pliers. In most of these cases it is specified by state law. Where it is in
effect, the in-state bidder generally receives an advantage of 5% in price
when bidding against an out-of-state supplier.

Many states, however, invoke the principle of in-state preference only
in the case of tie bids. Minnesota and South Dakota use in-state prefer-
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cnce as a reciprocity measure against other states which apply price
preferences. In-state preference is defined in a number of ways. While
in some cases the supplier need only be aresident or have a staffed office
in the state, in other cases he must be incorporated in the state, have
offices and warehouses in the state, or the product must be manufactured
or grown in the state.

Local Preference in Cities and Counties

Most large cities and major counties also allow some degree of local
preference, although in the majority of cases it is applied only in die
cases in which price, quality and service are identical. While the prefer-
ence may be based on statutes or codes, in other cases it is simply a
matter of voluntary policy. In reply to asurvey by Government Product-
news magazine, one purchasing agent reported that his city did grant a
preference to local suppliers, but that the amount and nature of the
preference was “confidential.” (We wonder how public business can be
considered a secret matter.)

R easons for L ocal Preference. These subsidies are generally pro-
moted by pressure groups of merchants or by the desire of elected offi-
cials to curry favor among their constituents. Although the average
taxpayer will generally object, his voice is seldom heard because he isn’t
“organized" or because this is not the type of moral issue or popular
cause likely to generate a crusade.

When "Local Preference" |Is Warranted. There can be little
quarrel with a policy favoring local merchants or supplies in cases of tie
bids when all other things are equal. Such a policy is beneficial to both
buyer and seller and docs not increase the cost to the taxpayer.

The Ethical Issue. We do, however, disagree completely with those
agencies which believe they should give preference to local suppliers
simply because "they are taxpayers in the community,” even if it in-
creases the cost to the remaining taxpayers. The issue thus becomes a
matter of discrimination, in which one small group of taxpayers is given
an advantage at the expense of a larger group.

Fallacy of a “Buy at Home" Policy. While purchasing agent for the
city of Milwaukee, Mr. Nicholson was frequently pressured to confine
his purchases to the products of local manufacturers. On one occasion,
Milwaukee labor unionists protested vigorously against the out-of-town
purchases of chairs for the Mayor’s office, arguing Lhat this order should
have gone to a Milwaukee chair company, because it was a local firm.

13
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These unionists refused to realize that if it was improper for their city
to buy chairs from out of town, after fair and competitive bidding, .it
would be equally improper for citizens or cities elsewhere to buy goods
made in Milwaukee. Should New Yorkers only buy in New York? Or
Chicagoans only in Chicago? Then turbines made by Allis-Chalmers
Co., gears by the Falk Corp., power shovels by the Bucyrus-Erie Co.,
and machines by the Chain Belt Co., should be restricted to the local

Milwaukee market. Such a policy would put major Milwaukee indus-
tries out of business.

Who |s Being Fooled? Despite the obvious fallacy of the "Buy at .

Home" principle, it is still an official policy in many government agen-
cies, as this news item shows:

“Harrisburg, Pa.— Pennsylvania’s Department of Property
and Supplies, looking for ways to cut the percentage of orders
placed with out-of-state suppliers, has announced that it is plan-

ning to hold a state-wide vendors’ conference on ‘How to Do
Business with Pennsylvania.’

“The conference ... is aimed at simplifying present procure-
ment procedures and expanding the commonwealth's bidders list

in order to place a substantially greater amount of the state’s pur-
chases with Pennsylvania businesses.

“Currently, the state spends more than $125 million annually for

goods and services, with up to 35% of the orders going outside
Pennsylvania.”

Taxpayers Pay the Cost. Pennsylvania manufacturers, like those else-
where, cannot exist on business generated in their own states, but must
depend on nation-wide, if not world-wide, sales to show a profit. By
what manner of reasoning then do local or state officials believe they
are benefiting their in-state taxpayers by attempting to confine their pur-

chases to local suppliers? Who pays the extra cost? It simply means that
taxes must be raised that much more.

Other Ways of Offering Local Preference. Aside from the prac-
tice of giving the local vendor an out-and-out price subsidy, there are
other ways in which outside suppliers are often placed at a disadvantage.

Some government agencies do not include "outsiders” on their bid list.
In still other cases, suppliers who have submitted bids in good faith in
the expectation that the award would go to the lowest responsible bidder,
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have found that their bids were used for bargaining with local firms,
playing his prices against theirs to "beat them down."

This practice eventually results in a greater cost to the taxpayers besides
being unethical. Many a qualified and deserving supplier has ceased bid-
ding to those shortsighted public agencies who try to erect a “Chinese
Wall' around their purchases. When local bidders find that outside bid-
ders have quit bidding, they have the field to themselves and can bid as
high as they wish without fear of being undersold.

Legality of Local Preference

The legality of statutory charter or ordinance provisions authorizing or
requiring the granting of local preference has frequently been challenged,
and in most cases the courts have ruled the law unconstitutional.

In one of the first cases, a New York state law was held invalid, with
the court stating that “Preference . . . within a state has been held to
violate the United States Constitution.” In the last few years, local pref-
erence laws have been ruled unconstitutional in Illinois, Georgia, and

California.

Local Preference Opposed by Most Purchasing Agents. Most
public purchasing agents prefer to adhere closely to the requirement for
full and open competition on public purchases whenever it is practical
to obtain full and open competitive bids. They also quite unanimously
prefer to show preference for local suppliers only where all other factors
are equal. In a publication titled Principles and Best Practices in State
Purchasing the Council of State Governments says:

“Preference should be given to state bidders or to state-produced

commodities only when there is no sacrifice or loss to the state in

price or quality.”

The same report gives a concise summary of its reasons for taking this
stand:

“Giving astate bidder asubsidy at the taxpayers’ expense usually
cannot be justified, as it tends to limit and sometimes eliminate
competition. It also invites retaliatory action by other states
which, in the long run, would increase interstate trade barriers
and work to the detriment of the businessmen of the state.

“It is believed that free trade is a far better solution to this eco-
nomic problem than the basically unhealthy practice of subsidi-
zation through granting a percentage preference either to an

Tre Byirg Gde
in-state bidder or as goods grown, processed or manufactured
within the state.”

Summary of Arguments Opposing Local Preference. One of the
best statements on this subject appeared in the Public Management Jour~
nal of the National City Managers Association:

“In arecent memorandum to the Mayor and City Council mem-
bers, Wayne F. Anderson, City Manager, Evanston, 1U., outlined
four reasons against giving preferential treatment to local ven-
dors regarding city purchases. Anderson pointed out that:

1 “When a ‘buy local’ policy raises the city’s cost of supplies
and equipment, every household in the city is required to pay
more taxes for the benefit of, at most, several hundred local
vendors.

2 *“Competition for the city’s business is lowered because out-
side vendors are likely to decide against bidding where the
local bidder is given preferential treatment.

3. “The existence of a 3 to 5 percent preference differential al-
lows alocal vendor to quote a higher price then he otherwise
would and therefore to exploit the city.

4. "A city that establishes a ‘buy local" policy must realize that
its commercial houses and manufacturers would lose business
if other cities did the same thing. The city and economy as a
whole are best served by a free flow of goods and as few bar-
riers to free competition as possible. An award may be made
to alocal vendor even though his bid is not low if other cost
considerations, such as ease of selection, pick-up and delivery
speed, and service and maintenance, make it advantageous
to buy from him."

“BUYMIERICAN" PREFERENCE IN FEDERALJURCU-AStNG
The "Buy AmericanAct” of March 3, 19374t'VdLG10a-10d) re-
quires that the federal'goyerment gi.vc-prcfcrence to domestic manu-
facturers. (Whether to make”thrs"ause applicable is always decided
before bids are advcrtisedr) As administered-injiccordance with Execu-
tive Order No."10582, dated December 17, 1954T"this™\ct applies to
components, materials and end products mined, producedjor manu-
factured in the United States. Exceptions are limited to cases in which:

A. The item is for use outside the United States. _’@
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February 13, 1979

John E. Short

Assistant. Administrator

General Services Administration Div.
Department of Administration

One West Wilson St., Room 119
Madison, WI 53/02

Dear Mr. Short:

The Alaska State Legislature is looking into in-state bidders
preference for Alaska. A! the present time, the State of Alaska has a

5% in-state preference, however, there is a possibility this may be
increased.

We would appreciate by return mail information on whether or not
your state has an in-state preference and, if so, what are the limits
and/or guidelines?

We will be happy to provide a recap of our inquiry if so desired.
Your early reply would be appreciated.

Sincerely,

Gerald L. White
Sr. Purchasing Agent

02-D7LH



Lee Sherman Dreyfus

Governor

N

State of+ Wisconsin \ DEPAR IME NT OF ADMINISTRATION

Kenneth £ Lirulncr

Secretory
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MADISON. WISCONSIN ij JO?

mFebruary 20, 1979

Gerald L. White

Sr. Purchasing Agent

Division of General Services & Supply
Department of Administration

State of Alaska

Pouch C - Juneau,AK 99011

Dear Mr. White:

Enclosed is a photocopy of the responses of A0 states to the survey
questionnaire Purchasing by the States, 5th Edition, indicating the
status of in-state preference laws as of June 30, 1977. I do not
believe that the situation has changed greatly since then and you may
find this information helpful 1in your survey. As of the time that the
document was published, State of Alaska had not responded to the survey
although Dick has substantively furnished information.

The State of Wisconsin, like 38 other states has the "tie breaker™”
type of preference, i.e., everything being equal,award is made to the
in-state bidder. This 1is not 1iir-okud very often as we do not have
many 1identical bid transactions (and when we do, we report them to
the U.S. Attorney General and the State Attorney Generall)

I am also enclosing a photocopy of an article from Governmental Purchasing,
February 1978, which marshalls some familiar arguments about in-state
preference. I appreciate that Alaska and Hawaii have marketing and
distribution problems not shared by the contiguous A8 but 1 think it 1is
reasonable to assume that both states wind up paying more than they

would without an in-state preference percentage. If 1 renil-inber correctly,
the Alaska law clearly identifies legislative intent to subsidize which

is considerably more above board than other in-state preference legislation.

Sincerely,

Johrj Short

\Assistant Administrator

GS7r Division

Enclosure

cc: Homer Foerster, CPPO, President, NASPO
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February 13, 1979

John E. Short

Assistant Administrator

General Services Administration Div.
Department of Administration

One West Wilson St., Room 119
Madison, Wl 53702

Dear Mr. Short:

The Alaska State Legislature 1is looking into in-state bidders
preference for Alaska. At the present time, the State of Alaska has a
5% in-state preference, however, there is a possibility this may be
increased.

We would appreciate by return mail information on whether or not
your state has an in-state preference and, if so, what are the limits
and/or guidel!ines?

We will be happy to provide a recap of our inquiry if so desired.
Vour early reply would be appreciated.

Sincerely,

Gerald L. White
Sr. Purchasing Agent
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By John Short

"1 realize it’s probably a lost cause because 1
don't even have the support of the manufactur-
ers on this," the author of a bill to give business-
men an in-statc preference in getting contracts
for stale and municipal purchases told the Wis-
consin Assembly Tourism and Economic De-
velopment Committee at a recent hearing on the
legislation'.

The author was Ilie only person lo back Ilie bill which
would have required that Wisconsin firms be given a
chance lo match low bids received on stale and muni-
bidders.
Opposition came not only from the Wisconsin Asso-

cipal purchase contracts from out-of-state

ciation of Manufacturers and Commerce, but also

from the Printinj; Industries of Wisconsin, the major
graphic arts trade association, the Milwaukee Associa-
tion of Purchasing Management and concerned public
purchasers from the stale and local units of govern-
ment.

Not all preferential legislation meets with opposition.
A dozen states have overt in-stale preference laws.
Many municipalities have ordinances requiring them to
extend a local preference. Some states and local units
of government practice preference as a matter of policy
rather than law.

The surface appeal of some type of preferential trcat-
menl of in-state vendors or in-stale manufactured prod-

ducls is quite compelling lo slate legislatures. A buy-
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locally policy has a similar appeal to municipal and
county government. Closer examination shows that
such a policy has many disadvantages with adverse
effects both on government and the firms that the policy
purports lo assist. As the Milwaukee Chapter of NAPM
pointed out at the legislative hearing, the intended goal
of increasing business for Wisconsin firms was certain-
ly a laudable goal, but in their opinion the bill would
not result in good legislation for the people of Wiscon-
sin nor create any more business for Wisconsin firms in
the long run.

"Preferential treatment on bids is entirely contrary
to good purchasing practice, subsidizes in-slalc firms,
restricts competitive bidding, discourages out-of-slale
vendors from bidding, invites collusion among in-stale
vendors, and results in denying taxpayers the best qual-
ity at the lowest price,"” William Mohaupt, President of
The Wisconsin Association of Public Purchasers and
Purchasing Administrator for Milwaukee County told
the Assembly Committee.

Wiilliam J. Beam, Purchasing Agent of the Milwaukee
Area Technical College, advised the Committee that
these slicker type laws would not stand up in the market
place and would die quickly when put to the lest in the
business world. He said public purchasers spend a lot
of valuable time in research of the best product to per-
form the function. They would be very naive lo think
that they had a local corner on the market of the best
products available and would soon shrivel in isolation.

In March 1975 The Council of State Governments
published State nttd Local Government Purchasing, an
indepth study of public purchasing with findings that
preference is arguably unconstitutional as a barrier to
interstate commerce; preference is in direct conflict with
the principles of competition and precludes the pur-
chaser from obtaining the best competitive price; and

potential sources of supply arc reduced.
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The National Association of State Purchasing O ffi-
cials, .in affiliate of Hie Council of Stale Governments,
has been concerned with the issue of in state preference
since the beginning of the Association in the late 1940's.
NASPO has adopted resolutions expressing its opposi-

tion to in-slale preference on a half dozen occasions.

NASPO has also closely monitored the status of in-
In 1970 the NASPO Com-
Purchasing

state preference legislation.

mittee on Competition in Governmental

survey of in-stalc preference

with

conducted an indeplh

policy and practice. A summary of that survey,

an update from data collected for preparation of Pur-
chasing By the Slates, Fifth Edition, june 1977, follows:

10vert In-slate Preference

2. Percentage Advantage lo In state Bidders

3%
5%

10,

3. "Tie-Breaker"

4. Reciprocity

In-state Preference in case of tit

"Legislalors find surface appeal in

the concept of preferential treat-

ment for local vendors.
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others which follow the practice administratively.
The thoughtful
administering

public purchasers recognize a dual

concern in their purchasing programs.

They are charged with the purchase of materials, sup-
plies, equipment and contractual services al the lowest
possible cost consistent with utility At the same time
they have an obligation to enlarge the competitive cli-

mate and lo sec to it that there is nothing which would

1970 1977*
Yes No Yes No
12 31 12" 32

bids only 38 10 39 5

#1977 Data from Purchasing By the Stales, Fifth Edition, june 1977 Draft

(1) Idaho reports preference in Printing only.

There has been no change in the number of overt in-

state preference laws. In fact, most of these laws date

back 40 to 50 years.
number of efforts at the

The states do report a growing

introduction of in-state prc-
ference laws.
the provision,

The majority of states have usually

statutorily imposed, that in case of tie bids preference
will be given to an in-state bidder. While this is clearly
"in-state preference" such "tie-breaker" awards impact
ncither the cost to the state nor freedom of competition.
As one stale purchasing official puts it, "It beats flipping
a coin".

Just who is an "in-slate" bidder is a definition trouble-
some to many states. There is no question with manu-
facturcrs, proccssers, wholesalers, distributors or re-
tailers owned and operated solely within the given slate,
but most states indicate that they also accept any busi-
ncss with a branch office or warehouse in state and a
substantia! number accept any vendor with a bona
fide mailing address in-state.

In the early 1960's only two stales had reciprocity
laws, i.e. applying sanctions only against vendors from
stales which had in-state preference acts. The 1970 sur-
vcy identified 7 such slates and by 1977 there are 9

which have statute law of reciprocity and a number of

"Preferential treatment on bids is

entirely contrary to good purchasing

practicesS

bidders equally.

or in-state firms from flour-
Public

be an impediment lo local
that

chasers also recognize that these two concerns may at

ishing in competitive environment. pur-
times seem’to be in conflict; they need not be.

lire Wisconsin Stale Bureau of Purchases and Ser-
vices suggests a resolution of litis conflict in a "white

paper" on the. subject of in-state preference prepared

over ten years ago to have a document ready lo rc-
spond to the issue at any time. The paper has been up-
dated a number of limes and was the basis for informa-
recent

lion provided the Assembly Committee al the

hearing.
The paper poir. out that public purchasers know the
essence of private enterprise is free competition and

only through full and free competition can free mar-
kets, free entry into business, and opportunities for the
expression and growth of personal initiative and indi-
vidual judgment be assured. Such competition and rc-
suiting economic well-being cannot be realized unless
the actual and potential capacity of local and in-state
business is encouraged and developed. The paper sug-
gests the emphasis should be on appropriate measures
taken before going to bid rather than imposing an arti-
fici.il restraint on competition at time of award,

The public purchaser wants lo treat all prospective
There are

to give a

operational
little more equality to in-

patterns which
cjjn ~ followed
state and local bidders,

Generic specifications are preferable, but it is impos-
requirements of governmental

(continued on page 34)

A'e m >'riacl



Preference Is Not Preferred
(continued liom p;uja 23)

purchasing to avoid the jndirious use of the "brand
name or equal" specification for many purchases. Pro-
should be
specified whenever possible and first if more than one

ducts of in-slate or local manufacturers
brand name is used.

When generic specifications are used, they arc de-
rived in part from specification meelinj;s with manufac-
turers. Local and in-state manufacturers in the field
should always be parties lo spec meetings. While generic
should he

framed with an awareness of the potentials for local

specifications cannot be restrictive, they
production. To service a contract, particularly to meet
the specified delivery, a contiactor is usually required
to maintain on extensive inventory. Geographical con-
siderations call for nearby warehousing and in some
problem situations this can tie spelled out as manda-
tory in the procedural specifications of the solicita-
tion for bids.

Freight is part of the contractor's selling cost and local
vendors have a built-in advantage when bids call for
delivery f.o.b. destination.

Frequently the element of sirvice is important, either
in installation or in maintenance, and if service s

identified as a criterion in award at the lime the solici-
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"Preferential trcnimcnt invilcs col-

lusion among in-slale vendors..."
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in the decision process. Finally, in-statc or local vcr-
clors should be reminded that they enjoy a natural geo-
graphic advantage in sales engineering.

Valid support of in-statc and local vendors is belter
accomplished in the construction of technical and pro-
cedural specifications rather than in an arbitrary award
of bids.

In-slate and local preference is inequitable because i:
results in part of tire lax dollar being spent in subsidy
Sound
equates with the concept of best value procurement

instead of value. governmental purchasing
i,e. award lo the lowest responsible bidder meeting the
specifications. The mission of the public purchaser is
lo conserve public funds and to spend one penny more
for whatever reason is not doing that job.

The public purchaser acts in agency for his state,
county, municipality or school district and for Mu
taxpayers. This is a stewardship of critical responsi-
bility. Implicit in Ihis stewardship is a grant of discre-
tion and any infringement results in proportionately
poorer purchasing performance. The purchasing aj;cn!
who has his market place artificially constrained can no'

exercise the ingenuity and initiative which are the hall-

tation of bids goes mil. it e.t'r I* 'ean wi'ic.h hoavilv
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(Continued trom poijc 27)

view of the company's personnel practices, recent hir-
ing and termination trends, application flow, etc. The
purpose of the plant inspection is lo dcleimine what
may be the reasons for the company's minority and fe-
male employment pattern. Such a follow-up may also
be conducted by mail.

Subsequent to the follow-up action. Commission staff
will review the information gathered and decide on a
course of action. Such a course may he to monitor the
company's statistical patterns in the fuluic, or to con-
sider the company as an equal opportunity employer
and do nothing further. Or, il may he deemed neces-
sary to offer the company the opportunity to enter
into a Conciliation Agreement: a legally binding docu-
ment committing llie company to lake certain affirma-
tive steps and to meet luring and promotional goals and
timetables for minority and female employees.

Should a company decline to enter into n Concilia-
tion Agreement, or enter into il and later be in violation
of it, a Public Hearing may be held before a panel of the

siiszr. ea.Tjtpwj - UlZSNcx.rrra

"Bidders wanting lo supply every-
thing from paper clips to heating oil
must demonstrate non-discrimina -

tory hiring practices.
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portunity employer, and a recommendation issued to

the Prorurement Department and the participating

agencies that the company not be accepted or retained
as a bidder.

To dale, implementation has been hampered by lack
of sufficient staff. The computerization, however, will
change that. It will enable City officials to pinpoint
employment imbalances rapidly through a widely of
break downs of data, typically, by plant size, industry,
or geographic locations. Another by product will be
categorization of companies by zipcode which will per-
mit use of less expensive mail service at a saving of
several diousand dollars per mailing.

Onre emplo_. nent imbalances arc located from the
computerized data, staff analysts will work with man-
agements lo draw up corrective programs aimed at
increasing, and upgrading numbers of minority and fe-
male workers. Films failing to comply will lose Com-
mission certification,

Funds for the computerization are being provided
under aone-year SI134,000 Federal grant corning through
the Area Manpower and Training Council. Flic money
will pay an eleven-member temporary staff which will
effect the computerization wusing existing keypunch
machinery.

The Philadelphia Plan is just one technique of the
Commission on Ilnman Relations in alarger effort whose
ultimate goal is an employment climate that is fairer

to all citizens.



A1JtBAHA
ALASKA
ARIZONA
ARKANSAS

CALI T10RNIA
COI0RADO
CONNECT 1CUT
DELAWARE

H ORIDA
CEORCIA
Hawaii

1DA1I10
ILLINOIS
INDIANA

10UA

KANSAS
KFNTUCKY
IDUISTANA
MAINE
MARYLAND
MASSACHUSETTS
MI CLILCAN
MINNESOTA
MISSISSIPPI
MISSOURI
MONTANA
NEBRASKA
NEVADA

NEU HAMPSHIRE
NEW JEHSEY
NEW HEX ICO
NEW YORK
NORTH CAROLINA
NORTH DAKOTA
OHIO

OKLAHOMA
ORECON
PENNSYLVANIA
RHODE 1SLAND
SOUTH CAROLINA
SOUTH DAKOTA
TENNESSEE
TEXAS

UTAH

VERMONT
VIRGINIA
WASHINGTON
WEST VIRGINIA
WISCONSIN
WYOMING
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X X X X X X X X X X
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B c D
No Yes No Yes No Yes No Yes
X X X X
Kk 5Vo X X
X 52 X X
52 X
X X
X X X
X X X
X X X
X X X
X 3/5/)02 X X
102 X
X X X X
X
X X X
X X
32 X X X
X X X
X X X X
= - X
X X X
= X X X
X X X
X X
32 X X
X X
X X X X
X 0k X X
X
X X X
32 X
X X X
X X X X
X X X
X X X X
X X
X X X
X X X X
X X
- :
Public works construction only
Except printing & office supplies
Il Stale has a preference against us we
We take same preference against ilicd

If produced,
Oklahoma

Ilcrts manufactured by rehabilitation

workshops

manuf act tired , or grown

In

No Yes No

X X
X
X X
X X
X X
X X
X X
X X
X X
X X
X
X X
X
X X
X X
X
X
X
X X
X
X
X X
X X
X X

A-Tlc bids only?

B-rcrccntagc?
C-By statute?
D-Handatory?

E-Discr ct lonary?
In-statc bidder?

T-Requcst of
C-AU Items?
H-Speclflc7

No
wc7

« K

No itcos
No

Print rp.

No

No
No prclcr
No

No

No

No



