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March 12,2003

Dear Senator Guess,
I am from China and | have been living in Anchorage, Alaska for ten

years. When | first came here, my English knowledge only consisted ofa
few words, hello and goodbye... Then Ijoined the Anchorage Literacy
Project English classes and began learning English. When | was pregnant,
they sent a volunteer tutor to my home. They helped me learn how to make
appointments with the doctor and 1 learned how to drive plus they he’oed me
with many other things. Many years passed, and after my children went to
school, | started taking the Anchorage Literacy Project English class again.

I wanted to learn more about American culture and history. | am
appreciative ofthose people who helped me in this land.

I believe many people are like me and really need help. Please do not
cut the HSM G and adult basic education spending it opens new horizons.

Literacy brings diverse people together.

Sincerely, Qian W. Scott
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Dear

This letter is to beg you to please not cut the funds
for the Anchorage Literacy Project. This program is so
useful and important to many students. It teaches students
how to read and w rite English and it also helps student to
prepare for jobs or advance in their current job.

It would be so disappointing to see this program cut do

to funds not being provided to support it. Once again, the
Anchorage Literacy Project really needs the funds and many
students need the Anchorage Literacy Project. So please,

keep this project and the funds going, and thank so much.

Sincerely yours,
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Dear £EW /5

The Anchorage Literacy Project is a good program. It helps
many students learn English, prepare forjobs, and teach their
children. There’s nowhere else in Anchorage for beginning
literacy and adult basic students to go. It is an important part of

the state.

Please don’t cut the Human Services Matching Grant. Please
don’t cut Adult Basic Education funding. The Anchorage Literacy
Project needs those funds, and the students need the Anchorage

Literacy Project.

Sincerely yours,
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Dear » f £y :

The Anchorage Literacy Project is a good program. It helps
many students learn English, prepare forjobs, and teach their
children. There’s nowhere else in Anchorage for beginning
literacy and adult basic students to go. It is an important part of

the state.

Please don’t cut the Human Services Matching Grant. Please
don’t cut Adult Basic Education funding. The Anchorage Literacy
Project needs those funds, and the students need the Anchorage

Literacy Project.

Sincerely yours,



Dear ~u'4> ~ 'b-Wc)

The Anchorage Literacy Project is a good program. It helps
many students learn English, prepare forjobs, and teach their
children. There’s nowhere else in Anchorage for beginning
literacy and adult basic students to go. It is an important part of

the state.

Please don’t cut the Human Services Matching Grant. Please
don’t cut Adult Basic Education funding. The Anchorage Literacy
Project needs those funds, and the students need the Anchorage

Literacy Project.

Sincerely yours,

— QXTYv VicrG-'r
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Dear Senaior French
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Dear

The Anchorage Literacy Project is a good program. It helps
many students learn English, prepare forjobs, and teach their
children. There’s nowhere else in Anchorage for beginning
literacy and adult basic students to go. It is an important part of
the state.

Please don’t cut the Human Services Matching Grant. Please
don’t cut Adult Basic Education funding. The Anchorage Literacy
Project needs those funds, and the students need the Anchorage
Literacy Project.

Sincerely yours,
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DearSenator Dear Representative

The Anchorage Literacy Project is a good program. It helps
many students learn English, prepare forjobs, and teach their
children. There’s nowhere else in Anchorage for beginning literacy
and adult basic students to go. It is an important part of the state.

Please don’t cut the Pluman Services Matching Grant. Please
don’t cut Adult Basic Education funding. The Anchorage Literacy
Project needs those funds, and the students need the Anchorage

Literacy Project.

Sincerely yours,



Dear Senator 6tW Dear Representative

The Anchorage Literacy Project is a good program. It helps
many students learn English, prepare forjobs, and teach their
children. There’s nowhere else in Anchorage for beginning literacy
and adult basic students to go. It is an important part of the state.

Please don’t cut the Human Services Matching Grant. Please
don’t cut Adult Basic Education funding. The Anchorage Literacy
Project needs those funds, and the students need the Anchorage

Literacy Project.

Sincerely yours,



Dear Senator Fy*mll /Dear Representative

The Anchorage Literacy Project is a good program. It helps
many students learn English, prepare forjobs, and teach their
children. There’s nowhere else in Anchorage for beginning literacy

and adult basic students to go. It is an important part of the state.
Please don’t cut the Human Services Matching Grant. Please

don’t cut Adult Basic Education funding. The Anchorage Literacy
Project needs those funds, and the students need the Anchorage

Literacy Project.

Sincerely yours,
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«vDear Senator Cuess /Dear Representative _

The Anchorage Literacy Project Is a good program. It helps
many students learn English, prepare forjobs, and teach their
children. There’s nowhere else in Anchorage for beginning literacy
and adult basic students to go. It is an important part ofthe state.

Please don’t cut the Human Services Matching Grant. Please
don’t cut Adult Basic Education funding. The Anchorage Literacy
Project needs those funds, and the students need the Anchorage

Literacy Project.

Sincerely vours,
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Dear Senator £//is [/ Dear Representative U

The Anchorage Literacy Project is a good program. It helps

many students leam English, prepare forjobs, and teach their
children. There’s nowhere else in Anchorage for beginning literacy

and adult basic students to go. It is an important part of the state.

Please don’t cut the Human Services Matching Grant. Please
don’t cut Adult Basic Education funding. The Anchorage Literacy
Project needs those funds, and the students need the Anchorage

Literacy Project.

Sincerely yours,
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Dear Senator /| Dear Representative C iSs a a.:

The Anchorage Literacy Project is a good program. It helps
many students learn English, prepare forjobs, and teach their
children. There’s nowhere else in Anchorage for beginning literacy

and adult basic students to go. It is an important part of the state.

Please don’t cut the Human Services Matching Grant. Please
don’t cut Adult Basic Education funding. The Anchorage Literacy
Project needs those funds, and the students need the Anchorage

Literacy Project.
Sincerely yours,
Ecl
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Dear SenatoifeflIM ly E7 Dear Representative He-.L'Z.g

The Anchorage Literacy Project is a good program. It helps
many students learn English, prepare forjobs, and teach their
children. There’s nowhere else in Anchorage for beginning literacy
and adult basic students to go. It is an important part of the state.

Please don’t cut the Human Services Matching Grant. Please
don’t cut Adult Basic Education funding. The Anchorage Literacy
Project needs those funds, and the students need the Anchorage

Literacy Project.

Sincerely yours,
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Dear Senator /Dear Representative

The Anchorage Literacy Project is a good program. It helps
many students learn English, prepare forjobs, and teach their
children. There’s nowhere else in Anchorage for beginning literacy
and adult basic students to go. It is an important part ofthe state.

Please don’t cut the Human Services Matching Grant. Please
don’t cut Adult Basic Education funding. The Anchorage Literacy

Project needs those funds, and the students need the Anchorage
Literacy Project.

Sincerely yours,

yLtrd c /7y h —
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SENATE FINANCE COMMITTEE REFfJRT
REPORTED OUT

DATE: 3/20/03 FURTHER:
MAR 3 0 2004 DATE TURNED
SENATE FINANCE IN TO OFFICE: fIW ri* 31
COMMITEE
Finance Committee considered ). 40

SB 40 CONSTRUCTION OF HIGHWAYS BY DOTPF

"An Act relating to construction of highways by the Department of Transportation and Public Facilities."

and recommends: Senate Bill:
\& _ M [ sajrie title
eplaced with CSs S fi M -0 (r- 1 ) [wf'new title

House Bill:
] adopt previous _ CS ( )[ 1 same title
[ j technical title
] attached amendment(s) [ 1 new: SCR #_
] adopt Letter of Intent by Committee
] further referral to Committee
NEW FISCAL NOTE(S): PREVIOUS FISCAL NOTE(S):
Department Date Fiscal Zero FN# Department Date Fiscal Zero FN#
DoT “ !

[ ] APPROPRIATION - no fiscal nole



FISCAL NOTE
STATE OF ALASKA Fiscal Note Number:
2004 LEGISLATIVE SESSION

Bill Version:
() Publish Date:

Revision Date/Time (Note if correction):
Title Construction of highways by DOT&PF

Dept. Affected:
'RDU
Component
Sponsor
Requester

Cowdery
Senate Finance Component No.
Expenditures/Revenues (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2005 FY 2006
Personal Services
Travel
Contractual
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING

FY 2007 FY 2008

0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES |

CHANGE IN REVENUES ( )

FUND SOURCE

1002 Federal Receipts

1003 GF Match

1004 GF

1005 GF/Program Receipts

1037 GF/Mental Health

Other (Specify Type-Do not abbreviate)
TOTAL

(Thousands of Dollars)

0.0 0.0 0.0 0.0

Estimate of any current year (FY2004) cost: 0.0

REPORTED OUT

MAR 3 0 2004

SENATE FINANCE
COMMITEE

SB40-DOT-CO-3-26-04

DOT&PF

Administration & Support
Commissioner's Office

530
FY 2009 FY 2010
0.0 0.0
|
0.0 0.0

Mark this box (X) if funding for this bill is included in the Governor's FY 2005 budget proposal:

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate page if necessary)

Nona Wilson
egislative Liaison

Prepared by:
Division
John MacKinnon
Deputy Commissioner

Approved by.
Agency

(Reviled 1273003 0VB)

Phone 465-6973
Date/Time 3/26/04 9:54 AM

Date 3/26/2004

Page 1 of _1_
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SENATE BILL NO. 40
INTHE LEGISLATURE OF THE STATE OF ALASKA
TWENTY-THIRD LEGISLATURE - FIRST SESSION

BV SENATOR COWDERY

Introduced: 1/29/03
Referred: Transportation, FinnncL

A BILL
FOR AN ACT ENTITLED
1 "An Act relating to construction of highways by theDepartment of Transportation and

2 Public Facilities."

3 BEIT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 19.10.170(a) is amended to read:
(a) Except as provided in AS 44.33.300, it is the general policy of the state to
require the construction of all highways under bid contract in accordance with
AS 36.30 (State Procurement Code). However, subject to the provisions of (b) of this

section, when the estimated cost of a construction project is less than 5100,000 or

© oo N oo o1 b

when it appears to be in the best interests of the state and the estimated cost of a
10 construction project is S250.000 or less, the department may perform the work

u notwithstanding any other provisions of law.

s e nhwsct

SB0O040A -1- SB 40
New Text Underlined [DELETED TEXT BRACKETED]



Attention' h |

Of Senator /aT \V "o 's office
RE: *5 ft M-Q

Date: Time: o ft-O"
The attached Senate Finance CS

incorporates the amendment(s) your boss
sponsored. Please review and approve so
the bill can be forwarded to the Senate

Secretary.
The CS isyour copy.

Thanks,

Senate Finance Secretary
Mindy #4935

Robin #2618

Approved:
(please initial)

Return ASAIJP
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CS FOR SENATE BILL NO. 40(FIN)
IN THE LEGISLATURE OF THE STATE OF ALASKA

TWENTY-THIRD LEGISLATURE - SECOND SESSION
BV THE SENATE FINANCE COMMITTEE

Offered:
Referred:

Sponsor(s): SENATOR COWDERY

A BILL
FOR AN ACT ENTITLED
"An Act relating to construction of highways by the Department of Transportation and

Public Facilities; and providing for an effective date."

BE IT ENACTED BY THE LEGISLATURE OFTHE STATE OF ALASKA:

* Section 1. AS 19.10.170(a) is amended to read:

@ Except as provided in AS 44.33.300. it is the general policy of the state to

require the construction of all highways under bid contract in accordance with
AS 36.30 (State Procurement Code). However, subject to the provisions of (b) of this
section, when the estimated cost of a construction project is less than $100,000 or
when it appears to be in the best interests of the state and the estimated cost of a
construction project is $250,000 or less, the department may perform the work
notwithstanding any other provisions of law.

* See. 2. AS 19.10.170(a) is amended to read:

@ Except as provided in AS 44.33.300, it is the general policy of the state to

require the construction of all highways under bid contract in accordance with

-1- CSSB 40(FIN)
New Text: Undeilined IDELETED TEXT BRACKETED]
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AS 36.30 (State Procurement Code). However, subject to the provisions of (b) of this
section, when the estimated cost of a construction project is less than $100,000 or
when it appears to be in the best interests of the state [AND THE ESTIMATED COST
OF A CONSTRUCTION PROJECT IS $250,000 OR LESS], the department may
perform the work notwithstanding any other provisions of law.

* Sec. 3. Section 2 of this Act takes effect June 30, 2008.

CSSB 40(FLN) -2-
New Text: Underlined [DELETED TEXT BRACKETED]
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AMENDMENT

OFFERED IN THE SENATE BY SENATOR OLSON

TO: SB 40

Page 1, lines 8-11:
Delete "when the estimated cost of a construction project is less than $100,000 or

when it appears to be in the best interests of the state and the estimated cost of a
construction project is $250,000 or less, the department may perform the work

notwithstanding any other provisions of law."

Insert "the department may perform the work notwithstanding any other

provisions oflaw when
£1) the estimated cost of a construction project is less than $100,000"

(2) the construction projectis not connected by a land road to the

main road system ofthe state and the commissioner determines that [OR WHEN!

it appears to be in the best interests of the state; or

(3) the construction project is connected bv a land road to the
main road system of the state, the estimated cost of a construction project is
S250-000 or less, and the commissioner determines that it appears to be in the
best interests of the state [[ THE DEPARTMENT MAY PERFORM THE WORK

NOTWITHSTANDING ANY OTHER PROVISIONS OF LAW]."
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In Session:

State Capitol, Suite 510

Out of Session: Juneau, Alaska 99801-1182
PO Box 531 (800) 597-3707
Golovin, Alaska 99762 (907) 465-3707
(907) 443-5599 (907) 465-4821 Fax

SENATOR

DONALD C. OLSON

DISTRICTT

Alakanuk
Ambler
Anaktuvuk Pass
Atgasuk

Barmow SPONSOR STATEMENT

Brevig Mission

Browerville

Buckland

Chevak SB 40 mandates that all Department of Transportation and Public Facilities

g_ee””g construction projects above $250,000 in cost be competitively bid. In many cases,
lomede . . - .. . .
this restriction forecloses an efficient, economical method of completing rural

Elim
Emmonak construction projects through the force account funding mechanism. This is

Gambell particularly true where the DOTPF project compliments and is an integral part of
Golovin another village project such as water and sewer installation, land fill development,

Hooper Ba . . . . .
Kaktzvik y electrical extension, housing project, or a federally ear-marked BIA road project.

Kiana
Kivalina The amendment | offer exempts rural areas that are not served by Alaska’s
Eottl’_‘ll(k connected road system. The question of whether lo competitively bid or force
o account a particular project in these areas is best determined through Administrative

Kotzebue
Koyuk Order No. 199 (attached). This order, issued in October 2002, was recommended

Mountain Village and supported by a task force comprised of representatives of state contracting
Noatak agencies, the AGO, labor unions, and rural construction entities. This order seems

mgg]ne/ik to be working effectively in determining the correct approach.

Nuigsut
Nunam Iqua Secondly, the exemption is for those areas of the state where expensive airlift or
Pilot Station sealift is required for tne mobilization of equipment and materials. Often,

Pitka's Point e . .
Pgiriims": mobilization costs just to get started on the project is all or a large part of $250,000.

Point Lay
Savoonga
Fcammon Bay
Selawik
Shaktoolik
Shishmaref
Shungnak

St. Mary's

St. Michael
Stebbins
Toller
Unalakleet

Wr inwright
Wales

White Mountain

AMENDMENT TO SB 40, DOTPF CONSTRUCTION.



Office ofthe Govemu: Administrative Orders http://www.gov.state.ak.us/admin-ordcrs/199.html

TONY KNOWLES State of Alaska October 1, 2002
GOVERNOR OFFICE OF THE GOVERNOR
Juneau

ADMINISTRATIVE ORDER NO. 199

I, Tony Knowles, Governor of the State of Alaska, make the following
findings concerning construction in rural Alaska that is publicly
financed by state grants:

A. Payment of prevailing wages to construction workers employed by
contractors on most public construction projects is a long-standing
requirement under federal and state law.

B. Contracting with private construction companies through competitive
bidding on these projects is an effective means of ensuring high-quality
construction, completed in a timely fashion at a fair cost, but
frequently results in low utilization of the local workers in rural areas
of Alaska.

C. Some programs allow grantees of public money to use force account
labor, which occurs when the grantee employs its own workers to perform
publicly-financed construction work instead of contracting with a private
contractor. The use of forceaccount labor for these publicly-financed
construction projects, especially inrural A.laska, yields enhanced local
control and ownership of these projects and high levels of local hire,
and certain state and federal progi.ams have evolved to favor the use of
force account labor on thesepublicly-financed construction projects.

D. However, the use of forceaccount labor for publicly financed
construction projects is frequently justified as less expensive and
therefore preferable to competitive bidding by paying workers
considerably lower wages and benefits than contractors pay their
employees covered under the L ittle Davis Bacon Act under AS 36.05.010 or
the Davis Bacon Act under 40 U.S.C. 276a.

E. Wage rates on publicly-financed construction projects in rural Alaska
that include fringe benefits, retirement plans, and other incentives help
encourage rural workers to consider construction as a viable career with
continued opportunities for training and employment.

F. The construction industry in Alaska needs new entrants to meet ongoing
and future needs for workers. Access to training opportunities directly
related to construction projects in rural Alaska is essential to increase
productivity and earning power of rural Alaskans and enable them to
establish careers in the construction industry.

G. Over the years, the use of force account construction, especially in
rural Alaska, has increased significantly. To ensure that the
construction of public improvements is most e fficient, occurs at the
lowest price, and provides maximum local job and economic opportunities,
while recognizing the significant role of communities and federal
agencies in guiding these programs, all current construction, wage,
employment, and training practices should be evaluated. Communities and
granting agencies should work cooperatively to offer communities more
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effective alternatives to present construction practices.

ORDER
Under the authority of art. Ill, secs. 1 and 24, of the Alaska
Constitution, I, Tony Knowles, Governor of the State of Alaska, hereby

order that, to the maximum extent possible consistent with existing law:

1. State agencies that administer grants for state-financed construction
shall offer communities in rural Alaska a choice between the use of force
account labor and private contracting for those projects where the use of
force account labor is the predominant purchasing method by the state
agency, while allowing communities in rural Alaska to select methods
optimizing benefits to rural Alaska.

2. The Department of Environmental Conservation, village safe water
program, shall provide one or more demonstration projects to evaluate
innovative contracting methods that include consideration of items such
as hiring practices, on-site management procedures, local equipment and
m aterials use, training plans, and other relevant items in awarding
contracts for rural sanitation projects administered by that program.

3. (a) Grant agreements for projects first funded for construction after

the date of this Order under the following state programs shall include a
requirement for the payment of prevailing wages, including contributions
to a pension or retirement account, equal to the prevailingwages under

AS 36.05, as modified through the use of the progressive, graduated pay
scale developed under (b) of this paragraph, on all public construction
projects:

(1) the village safe water program under AS 46.07.010 - 46.07.080;

(2) bulk fuel storage tank construction grants made or administered by

the Alaska Energy Authority under AS 44.83.080;

(3) rural power systems upgrade grants made or administered by the Alaska
Energy Authority under AS 44.83.080;

(4) grants from the power project fund under AS 42.45.180;

(5) grants from the electrical service extension fund underAS 42.45.200;
(6) community priority program grants administered under AS 44.33.020(20)

by the Department of Community and Economic Development that exceed

$100,000 and constitute at least 25 percent of the total project cost.

(b) The Department of Labor and Workforce Development, in consultation
with communities, state and federal agencies, and groups involves in
employment and training for rural construction, shall lead a technical
assistance effort to develop a progressive, graduated pay scale that
reflects varying skill levels of workers and the on-the-job acquisition
of skill and experience.

(c) The state administrators of the grant programs listed in (a) of this
paragraph shall grant, in accordance with this provision, an exemption
from the requirements of (a) of this paragraph for specific projects.
Unless a state administrator issues a documented finding that granting
the exemption would violate the legal requirements or the intent of the
grant program, the administrator shall grant an exemption upon receipt of
a resolution making such a request that was adopted by the governing body
of the grantee or prospective grantee after the governing body gave
public notice and held a public hearing on the exemption request. A state
administrator may not grant an exemption under this provision after
October 1, 2007.

4. State granting agencies shall incorporate the payment of prevailing

wages as provided in paragraph 3 of this Order in preparing budgets and
plans for the programs listed in paragraph 3(a) of this Order.
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5. The Department of Community and Economic Development shall create and
regularly update a construction project directory designed to inform
commun-ties and contractors about upcoming work.

6. The Department of Labor and Workforce Development and the Department
of Community and Economic Development shall continue and expand their
jobs summit program, designed to match rural Alaskans with training and
employment opportunities and to promote communication between contractors
and rural communities.

7. The Department of Labor and Workforce Development, in consultation
with organizations serving rural Alaska, shall continue and expand
efforts to train rural Alaskans for careers in the construction industry.

8. The Department of Transportation and Public Facilities shall continue
and expand its pilot project mandating local pre-bid or post-award
conferences for public projects in rural Alaska.

9. The commissioner of the Department of Environmental Conservation shall
lead an administration-wide effort to develop and implement a strategy to
convince the United States Department of Health and Human Services to
adopt rural sanitation project "cost caps" within the Indian Health
Service that more realistically reflect the actual cost of construction
in rural Alaska. The Department of Environmental Conservation shall give
a priority consideration for funding under the village safe water program
for any projects rendered "infeasible" in the Indian Health Service
Sanitation Deficiency System by increases in the project's budget as a
result of this Order.

10. Recognizing that the source of much of the funding for rural
construction is feaeral money, this Order shall be implemented in
cooperation with federal agencies and non-profit partner agencies in a
manner that does not negatively impact federal funding formulas resulting
in a reduction of the overall amount of federal funding for construction
under any program, does not diminish the number of federally funded
projects, and does not conflict with federal statutes and regulations.
Additionally, recognizing that the irtent of these programs is to promote
the overall well being of communities, nothing in this Order should be
construed to diminish the concepts of local control and local hire.

11. The commissioners of the departments of environmental conservation,
community and economic development, labor and workforce development, and
transportation and public facilities, and the executive director of
AIDEA, in consultation with communities, state and federal agencies, and
groups involved in employment and training for rural construction, shall
provide the Governor with a joint report one year from the effective date
of this Ordei that evaluates the results to date of this Order, and shall
report annually thereafter. The report shall include: (a) a description
of the actions taken by agencies and grantees *-0 implement and comply
with this Order; (b) an assessment of the effect of this Order on
employment, hiring practices, wages, benefits, training, career
development, number of construction projects, project costs, and choice
of construction management methods; (¢c) the impact of this Order on the
budgets and the funding available for programs listed in paragraph 3(a)
of this Order; (d) the results of the demonstration projects specified in
paragraph 2 of this Order; (e) the results of the local pre-bid and
post-award conferences specified in paragraph 8 of this Order; and (f)
other information relevant to the findings of this Order.

This Order takes effect immediately.

Dated at Fairbanks, Alaska, this 1st day of October 2002.

S/S Tony Knowles
Tony Knowles
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FISCAL NOTE

STATE OF AL 'SKA Fiscal Note Number: 1
2003 LEGISLATIVE SESSION Bill Version: SB 40
(S) Publish Date: 3/20/03
Revision Date/Time (Note if correction): Dept. Affectedl DOT&PF
Title Construction of Highways by DOT&PF BRU Construction and CIP Support
Component All Regional Components
Sponsor Cowdery
Requester STRA Component f
Expenditures/Revenues (Thousands of Dollars)
Note: Amounts do not include inflation unless othei wise noted below.
OPERATING EXPENDITURES FY 2004 FY 2005 FY .006 FY 2007 FY 2008 FY 2009
Personal Services
Travel
Contractual
Supplies
Equipment

Land & Structures
Grants & Claims
Miscellaneous
TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES
[CHANGE IN REVENUES ( )

1002 Federal Receipts

1003 GF Match

1004 GF

1005 GF/Program Receipts

1037 GF/Mental Health

Other (Specify Type-Do not abbreviate)

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0
Estimate of any current year (FY2003) cost: 0.0
Mark this box (X) if funding for this bill is included in the Governor's FY 2004 oudget proposal:
POSITIONS
Full-time
Part-time
Temporary

ANALYSIS:  |Attach a soparalo payo if nocossary)

If approved, SB 40 would prohibit the department from using state forces to construct (Force Account
Construction or FAC) highway projects if the value of the project was greater than $250,000. The majority
of projects that are considered for force account construction are federally funded. Federal provisions
require that prior to approval of a force account project, the state must determine that this method will
result in cost savings.

Since it is not possible to determine which projects will be considered for FAC over the next six years, we
will base the projected savings on Calendar Year 2002. The estimated savings on 2002 force account
projects (greater than $250,000) was $4,267,700. Assuming the amount of foico account projects renains
constant over the next six years, the lost savings would total $25,606,200.

Prepared by:  Dennis R. Poshard Phone 465-3904
Division Special Assistant to Commissioner Date/Time 2/18/03 11:40 AM
Approved by:  Acting Commissioner Mike Barton Date 2/18/2003
Agency Alaska Department of Transportation and Pub.ic Facilities
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Fax: 907-465-2069

John J. Cowdery

Committees
Chair: Rules
Chair: Transportation
Chair: World Trade &
Slate/Federal Relations Senate
Legislative Council

May - December:
716 W. 4th Avenue
Anchorage, Alaska 99501
Tel: 907-269-0222
Fax: 907-269-0223

Senator_lohn_Cowdery@ legis.state.ak.us

SPONSOR STATEMENT FOR SB40

"An Act relating to the construction ofhighways by the Department of
Transportation and Public Facilities.

I norderto maintain transparency and to make certain public funds are
spent efficiently, statute requires construction and maintenance contracts
be awarded on the basis of a competitive bid. Inthe case of small projects

or repairs, however, the law allows the state, for the purpose of efficiency, to

fund a project in-house through what’s termed a "force account.”

The purpose of SB40 is to reserve the competitive bid process for projects
costing more than $250,000, while continuing to allow the use of force
accounts to fund smaller, local projects at the discretion of the (most often)
Department of Transportation (DOT-PF).

To date, force account spending by DOT-PF has been consistently used to
fund projects costing considerably more than $250,000. In each case, the
check-and-balance protection of a competitive bid has been lost. This can
result in the state paying more for a project, while wages paid on an in-house
project may be substantially lower than those paid by a private-sector
contractor.

Specifically, contractors generally pay "Davis-Bacon” wages, while force
account workers are often lower-paid temporary state employees.

Contractors employ skilled managers and maintain an inventory of
specialized equipment. Therefore, construction work done in the public
sector requires similar staffing as well as inventory, thus resulting in
increased cost to the ratepayer.

SB40 also allows the use of force accounts on projects above the $250,000
threshold when there is no responsive bidder.
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re: SB 40 alternatives:

Is DELIVERY ORDER CONTRACTING an alternative?

m DOC isused by, and was developed by, the Department of Defense (it’s
called JOC by the Army, SABER by the Air Force) and is being increasingly
used by local governments and educational facilities.

m DOC is acompetitively bid, fixed price, indefinite quantity, indefinite
delivery (IDIQ)i general construction contract.

m The contract typically has a base year with 2 to 4 option years.

m The contract sets parameters such as location ofwork, type ofwork to be
done, design criteria, etc.

m A DOC contract uses unitprice guides (UPG) and/or aunit-price book
(UPB) to establish a price for a multitude of line items of work. A typical
UPB bas about 40,000 line items in order to cover just about every
imaginable task. Items that are not in the book are then negotiated, priced,
and added to the UPB. A UPG uses computer cost databases, etc.

m The contractor bids a coefficient that is a markup or a markdown to the UPB
items, rather than a dollar price.

What you getwith a Delivery Order Contract:

m On-call general contractor where prices for line items ofwork are
predetermined.

m A contract that is easy to manage.

m A contract that puts more money into “hard construction’ instead of soft
upfront costs.



