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MATERIAL CONTRACT

AA - 1475 ; Job Name Governors Mansion - Alaska
Contractor’s Registration Number r a-
Contractor's Job No. — J
L 537004
Contractor's Washington Resale Number Supplier's JObN 0 . -----=----m-mmemmmme-

THIS AGREEMENT, issued this__ £29 el Jyky 15 33

by and between Queen Citv Industries. Inc.. 1001 Mercer Street, Seattle, WA 98109
(seller's name and address!
hereinafter calleo the Seller, and Coogan Construction Company ;
(contractor)

hereinafter called the Contractor,

WITNESSETH:

Section 1. The Seller agrees to furnish all material set forth in "Section 2" hereof necessary in the
construction Governors Mansion Renovation fnr State of Alaska
(name of project) . (owner)

hereinafter called the Owner, at Junsau<__A135Kg
(location of project)

in accordance with the plans and speC|f|cat|ons together with Addendas No----------- N,7, A

and Alternates Nn~ N /A : prepared by Minch ~ Ritter ,r F(?n-esr— |,
(architect cr engineer)

all of which shall be considered part of thi_ Agreement bv reference thereto. The Seller agrees that the material

supplied will be in accordance with the plans and specifications and will be subject to inspection and acceptance by

the supervising authority to determine conformance thereto.

Section 2. )
Inrilidlno hut not limited to |he fojlgw no: Ceramics, hardwood.
ba pk-up rﬁqte rlals. waterproofing. finis tes, and wonder board & walls

bfi

Section 9.300 and Section 9.bbU;;n le and wood flooring.
Both of these sections in their Inti.retv. | .

Section 3. All material furnished under this Agreement Is to be furnished P.O.8.
Spattle Dock — e e e
Delivery schedule shall be As Soon As Possible!!l To .be coordinated I|n forthcoming_
correspondence»

If this space is not filled in, the schedule shall be mutually agreed upon within two weeks after acceptance of this
contract. Contractor shall inspect ail materials at time of delivery and note on a Bill of Lading any apparent defects.
Satisfactory performance shall be contingent upon ’irmly written approval of both parties of the following material

sample;, shop drawings, and credit submittals: ~As required by sections 01.300 and those
sections mentioned aboveiln "section 2U of this material contract.

Six (6) copies of material submltta Is~are_r_e_qulLf:el.

Section 4. The contractor agrees to pay the Seller-for the material as follow':___ 0.4 .,1 LQ.
Fnrty four thousand, elghtzi?hundrg and Q0/j00 doLi aps. QFLeQ

subject to additions and deductions agreed to in writing by Contractor and Seller for changes as may result from
operations of Contractor's contract with Owner Terms of payment are as follows: Net 30 days
fmm rprplpt nf invnlrn, nr Initial acceptance of material bv owners
rpprp~pntntivp, whichever occurs last.

No payment on account shall operate as an approval and acceptance of materials furnished, or any part thereof.



Section5 2 copies of invoices shall be mailed document #13
All invoices received after the payment cut-off date of the 5th anasft<fn month(page 2 of 2)
will go into the next month's account.

Section 6. In the event of any breach of contract, lien, claim or other liability asserted against the
Contractor by a third party arising out of the Seller's performance hereunder, the Contractor shall have the right to
retain out of any payments due or to become due to the Seller in amount sufficient to protect the Contractor from
damage resulting therefrom, until the situa tion has been eliminated or adjusted by the Seller.

Section 7. Seller warrants the material to be in accordance with the plans and specifications, except
as noted in Section 2., and to be free from defects at time of delivery. THE PRECEDING WARRANTY IS IN LIEU
OF AND SELLER HEREBY EXPRESSLY DISCLAIMS ALL IMPLIED WARRANTIES OF MERCHANTABILITY
AND OF FITNESS FOR ANY PARTICULAR PURPOSE.

Section 8. Consideration of extension of time shall h? contingent upon written request for such ex-
tension by the Seller within three working days of Seller's good faith determination that there will be a delay.

Section 9. In the event the Seller fails to comply with the provisions herein and fails to commence
corrective measures immediately, or to notify Contractor for the delay in such corrective measures after written
request by the Contractor, the Contractor may, without prejudice to any other right or remedy, after written notice,
furnish or secure elsewhere the necessary materials to remedy the breach, and the necessary cost of which will be at

the expense of the Seller.

Section 10.  Only material listed in Section 2. will be furnished. No separate installation items or
materials will be furnished unless shown on plans and specifications or noted herein.

Section 11.  The Sr'ler shall obtain and pay, except as provided otherwise in the specifications, for all
patent rights, permits, licenses, tests and official inspections necessary to his performance under this agreement, and
shall comply with all laws, ordinances, taxes and regulations bearing on the production of his material and the fur-
nishing thereof.

Section 12.  The Seller shall indemnify the Contractor against and save him harmless from any and all
claims, suits or liability for injuries to property, Injuries to persons, including death, and from any other claims, suits
or liability on account of any negligent act or omission of the Seller, or any of his officers, agents, employees or
servants. The Contractor shall indemnify the Seller against and save him harmless from any and all claims, suits or
liability for V,juries to property, injures to persons, including death, and from any other claims, suits or liability on
account of any negligent act or ommission of the Contractor, or any of his officers, agents, employees or servants. In
any action to enforce this section, including trial and appellate proceedings, reasonable attorneys' fees shall be
awarded to the prevailing party.

Section 13.  The Seller shall not assign or contract a substantial portion of any special fabrication nec-
essary for this contract without prior written consent of the Contractor. If the Seller assigns the proceeds of the
contract, he shall give written notification thereo4to the Contractor.

Section 14. In any case of litigation belween parties concerning this Material Contract, including trial

and appellate proceedings, reasonable attorneys' fees shall be awarded to the prevailing patty; and venue any choice
of law shall be that of the State of Washington.

Date Contractor’

By

Date Seller



Phyllice Bradner «623 Basin Road «Juneau. Alaska 99801 e (907) 583*5897

MEMO TO: Tom Freeman
Department of Transportation/PF

FROM: Phyllice Bradner
RE: Carpet Selection
Tom:

I am currently in the process of making carpet selections
in the mansion and would just like to clarify the procedure for
expediting that order. “

~r~spoke® to -Tom- Metlicka”last. weelc- and we- both™agreed that: 'wi
.the-quickesti-"-and least .complicated® process., would be ."o;,.,.extend
thfe”ooean/Capital. contract,,to..include -carpet w o r k -

Among the carpet needs will be some specialty carpet
with borders sewn on for the main staircase, master bedroom,
and Chamber D. These are the sort of items that will quite
likely be available through very limited sources. We will
also need a more standard sort of carpet for the back stair
hall and basement area. In order to simp"ify matters | intend
to choose that carpet from among the stock it*ims offered by
the company that supplies the specialty carpet.

I. im-ave-"been-~dn monpadt”rwiPK: "QueenpCity.>*iplie’people” ., .whc;
are-supplying, our other flooring needs, "and they. have,,been.7
very accomodating”"in locating”in"forriiati” ri about., the..,unusual®—

~carpeting-1 have requested. If 1t is o / with your-department;
*1 would like to proceed...unden.wthe,;a.s".un\, ion""that we can dq_ ./
"business with,Queen..City as | have found""them td"be"" Very"lcc-'j
Gperative:and” reputabll oo - ee.— - -l

Thank you, your prompt decision in this matter will speed
the job along.

Respectfully,

...MMlice Bradner

cc: Tom Metlicka



(206) 622-6222

INDUSTRIES, INC.

1001 MERCER ST. «P.O. BOX 9885
SEATTLE, WASHINGTON 98109

STATE CONTR. REG. NO. . HARDWOODS
223-01 OU-6E-NC 137* NO9 «FLOOR COVERINGS
TO: C & 06 N O CCH"zST . SYNTHETICS
«CERAMICS
O JNeawu Al aska - TENNIS COURTS
«TRACKS
attn . 00¢€ i
PROPOSAL FOR: Date 10/7/At>
13
MIS'E T r0O£.GJCS. ,

GENTLEMEN:
IT IS A PLEASURE TO SUBMIT OUR QUOTATION TO FURNISH MATERIALS AND OR LABOR AS FOLLOWS:

71 TO
{alg* A F'ZO IKIG\ Lo(~H THE. OULP&It VSFIMQO
ArCs J o
P «pr <raviptrr /rf-o UAEDERE. H THE:  RIiUTLUT-jVId-j ./meKivc,
itH  HALw B ) ~AIS. WMKITHAIX. HAKm

rigi0 STAWG. BY hlecjul @
STV]H. /tALc. STAIKS

RE" "SRR e 7 -Adp ™""srair. hack (rook i

PAO. v IcTV-T"A  ATTiC STOdK AS Pc'SSirkE,Ocj

PU"d/x, PctLhflto oT Aury / Afce7\ RULj UiTh-. A 1 W - j/V IW _:
duiint cMitH *"d-i/2A7n(atcot v BCE.D>E Jlocer- rC«l #£5.4 -d=WASLTL  j£._
F&V2K ST CCMCEL 7

.rluSdtr wiTrt. Pao

Pack & @G~ou- C /Heor* fHeA Bud K U d | tolou

(SIAOC G8ZA. FigidLr -..... 7 BG. CM_ /leA—- «L-Vi pAp CaJTOA-.
BY 69YT. Ki/mk -jttok. d»ipr

WS, TH(A. ~i«Jc_. feud->_FAO

~

46 - 17ULiC>e..(AW/!&xi~..

NT TA<_ d"nt-tsrAL.
Qy/"ZX2 Co/ iTD V&&Z, nJCT. jMCCOOE. TM-T.T=iKE7: 21 -v?TVKS
CF 6 Vg." . : . AMO L/VN>OFfMCH — -
/ruSo0 7O P/iOL'IDC A £if7\- fc<>d, PA;I0  FcK. (%L>Jo£
ScAVec (Citt CAYZ PtTT'c* 5 A I1'iV k X dC-ST - d>*3 ~ MLfKS -scipr.- -
22
T<I?TN- VOT TO Ex'c.EEO X>C0O00 —
u'eL-f+ A'cTTX, Z~CO & e e ® e e
reT>e>, "e/vTfui ML nc Soiibonivtefc-. Paer..

LAfiTTi. TIldW=»Csl2» CM MCX.MalJ MOU.IL.i7TAc*t Hr—I*.rs
THIS QUOTE DOES MOT INCLUDE WASHINGTON STATE SALES TAX?

THIS PROPOSAL IS SUBJECT TO ACCEPTANCE WITHIN H /& . - DAYS AND TO CONOITIOAS OnJtHE ERSE SIDE HP .EOF.

VijtUSAL., 7. i /
A *be E. iC"/C-fa Vil
QUEEN CITY INDUSTRIES, INC ACCEPTED DATE w I

BY BY

OCI 1015-3



document #1'*"
(page 2 of 2)

TEFiMS AND CONDITIONS

GCNI RAl coNDITIONS - > . fr' .
il %i.u.: 4. y Db en*' ox X \- * i WA et A e Fre 1 "t . * o
| saL: o B Rl il i iif *1*r»n # |
3 IfcNMSsr/ C/.fItON I "'V . ir we nth. uyi*« YA A S| hl nr k.. x> . frrdtl Ov'-'djf.ir.r.ounts wll bn ch<*5") I'V*
- . * .

per month tor y:t«fUi charge
4 We assumern lability lor ce<ny or cancellationtrn'r.c.nuMWbeyqi.doii‘cor.trdluiCl fcsac!l; <G rd lao:,' disturbance*.ca» shortage, war arid acts ofthn

Government, transportation rlvays and accident*, beyond our control ; r r
S. Claims for shotwges must bu claimed by m« purchaser within five days .
C Gas* C'.a'flOS. No claim.;, lo. labor performed or Ir.r natA'in.r, furr.."-ec brothers as apar!«.! cs-Ir.-ir.rv.h ueallowed enceM upon whiten o'der ol

me sellei Twiv*ll«r will nol assume any charge lor use ol telephone gene’'slcloming. o'fice o>y’ I')O/O-Th'irg oovvcr, wntehit,si prtemporrity structures
prc rata charge*. at any sinVr desmpl.on.

7 Slructura’ >-r> wT.Inss otherwise ruled I.I trie lac? ol «! s prt—:.O'.a r.r,m:jlrle' rr.M.O" ‘r.irr.r, a .1 other r-atOiair ler me reception cl the seller's
~iaien.il r.'-. t-. dr.n*-pv omers Il s essential:hsl such wort hr d-rcui'r.-.-.:a'sc.'dir.se v.i*.w gde'e : ?2'>dspec‘dcnti'jr.;.underwhich seller's cuot.v
hon is rr.asB A'y char ges requiring sadiliona; wo*k cr m -vca: by V.l $# <« mise ;» atg'.sir. hepui'.Vr.fc- Itsr.ojaspt'C.I r.4'ly Lenc.tr 4dthru our quota-
herns are bated or. me premise mr,i e sub surfaces are reedy to rtser.e our r aie"a>". roe.

fi The bu"de "e-n.mr owner sinli mamita.n a lumpernure o! 70 r ‘or -- 'Im'h r.il-re -'tr -and o-.rmg trto proq'‘css ol the in«t: I'ation of the floor

covering Sn'ltc.crf hghlmg and power shall oe lii'nisnfid 10IhM losr sr.r.i'sslor.

9 tithe |obfiast:scr.es: males from. parsard the interiordm.er.".f,'esc*a '/rsc >”orf-rn.s ;h j'! be'Su~SJ5 be rar-je* than cn the plat s. the builderand/or
owner ag tet is pay or me additional area at the current nann.il pr ce T'vv/et siv-scn sm rtt- tc be me cans oi comr.anscn and no consideration w.ll
be g'ven to me c«:c-rc dircrs.ons cl me btn'ding

10 Any AC!" roenssary to repair Sjo surlaccs and sub fsen cut coo-:S~5S. cs»r cs reuv ror ;a'a cour.te Srrry tin charged as an e*tra.

1: The purchaser shall provide se'ier asa'e stpraco space conven OI' 1C the site dime enc urr etc -'struclipr.lac.liMis sucn as bests and e-levators
wilPcut charge tc me seller

12 Nobl.cation lo Froceco Tnn punthaser sba.l notify an let sever (7i tfpys'prior lo mstehat.or Ss:e a-i s'.ah ptovioe sultis:?!: worh ahead sc that the
seller s nort. can he earned on w mo.ii undue irttrruption

13 PurchtSrht Contrast Form. If puimascr r.heu @ acceoi seller's gjotst cn yet use hisc.vr cohtrasi <orrr.il .sagreed that th.c tuocopy ofseller's quota-
tion and these :er-s and condhinrs shell be .rcorpcrated therein s"d rraso a part o! this ac-cc-r.vs."!

ic negu'ar Wo 3ts Hours Our prcpcsa: s Based on me premtr; that the work car. Be performed tn regular v/orking hours umess otherwise noted on the

laco oi this proposal. >
B Ce nys Tre toller will net take resportsiL Lhy ®or any delays rr.cas.c.'ed by .fitor trouble. Irancpp~alion tire, accidents or any other cause beyond the
seller s r.ortrcl Hftmpletioh oi our cunt'act't dclayco <« trrjjy tBO) days cr mprc.tr'ough r.c'aunc'op's. It epurcirtse* will take del. try c<Hie Balance ol

the rratt-ruil; cd'hacieo lo* fi'""l pnymeht her 2! laboi srd '-aiei ai'iur’ 'end sira't oc duo ttnwi'h

16 Itis the intent'cr olthvHoO;' ccirac'or to lu' si. matera sa? srpwr "i mu i;-ct r.t ihe p-ncfis;.- hc.vt ,e:if byetret tf.trwrong it tienalsarcdoiivcrnd
to me cr.rtrattor and or owner must acespt tr>odrtnrered natcudl i <|Ir cuntrti'tc’ » af. t-.d cl e'ror wHhIn 24 .tours ..her delivery ol mater.al.

1* isrjrtie i.o rpssontiibi ty lor manulRctur ng oe'oiti r.nere s iinf/r nAl is roin. :c yt r.s dr “.fo, 'n"u: to Pidu anc niadn figured 'or the maiori.il on
luce of ““e proposal '

-t . e o |

WOOD FLOOR CONDITIONS: = . m

1. Wo assume nc responsibility lor . mperlcstibns in sub I'cors and we do net guarantee agamstr vpp ng htr <ung. chr'nKirg or lor delec 3vwmchshowup
In material which alOwithin fho scope'of the grading rules wn.ohutro tip;: ed lor the iPdustry. . - -

2. The contracior and/or owner is to turn me job over:C] the floor contractor broorn-ciown aid -urn.j-'Suit.cienteiedtr.cpc.v. .'rtooperatelloorequipment,
such as sandors. edgers and pohshbts ; s s Coe

3 Wood tloors shall bo lin.shed with a natural finish unless otherwise slated on the face ol prepsjfit antj sbeivld coloi be desired, lhocontrflclo/and/o0?
owner shall pay extra for (he specific Color.”« ro* e s J s ot i »

4. Eighty-live percent 185cs) ol the contract price will be due and payable when doers aie laid and the balance up.'n the completion ol the (imshing of

hei°b . ceesA o &% T > . AN i >y
5 Inasmuch as mo seders canno' control the humidity, heat or moistuic ccnoihonor. the jcb. wo horeb, war.titundcrstona that we cannot bcres.ionnblq
<or thn movement of a wood door or any olh.e' condition which may result frem moisture afic/or heal conditions. _ . «* >"' % Ttk
RCSILIENT rLOOR,-WALL COVERING. & CARPET CONDITIONS: < .o .
1 We Bdsuire h®re?o0*tstbilit>' fcr iinpe Tfctions in sub floors and we do not guerauien nr: cupu.nc buckling snrinkingorfcr rlefePti .vhich show up

in P'ditiffti which ute wilnm the SCOPE 0' me grading rules which firo arpl.ed lor ine mr.istry

2 Any rhpeket'ans insub floor wnmh are remen.oj by t' wllooroonlraci.ir chad he crms'cr'f.g n [I. tutr.i . minss cmcwisrr.gr, ed lo on the lace ct trns

proposal

3 T'.e cs'fiiraclbi and/crcw nor if to lorn thn fob cvc “to the llcor gpn'.r.irio Jhroom-oiesn a' 1furnish e.«““rifiu 'V ‘'t'cr?.' "Is ‘perate flcorequipment,
such at sai dcrs. edgers ano pblijnors . . [] .

4 *"j'r'.j, p. pptotr. gtoi.p olher m.m fpcci'.'c. pi r.jrjns ursn iy rwiwcted mo r-ZP. *'v rv :.-§ s. -od at =i

6 O' ;iIr>« ivlei:u c srh’-r mrncs lhn "7 @A'i;,li."'i to asm » to *» «ii ~y<w =~ |- « ' 1 XlysV o'l ji. .2« sib-
or-:. -t “c'tir.g ®@Lwrylig @2 n;tl: onrc- red a ,i ;C ratiih d i aav - «—

6 .i*y."i. ...yoik" c¢3'ir."!cor‘-o. |meme np sfute a uhi.in r.'\cans e..ustr.v r r-.wre~-r. . rs:u:..u 1Xou.— .vt:cr .span. ii-efor
tin mii. mc it frackinp. sptess'np v.ro ut ,c. iVuctr clfil'ocr. ar tr.e PEE S RS § r.' e ' *

CCn/f.tIC TIuE CCNDITIONE;

1 .- .ut,"c "ejpofifi! Ity tor ic<.r cajsi o by ruucturwi and'." s.v?j 'eas ,i *ee>ir. s j- s's ri.mra by uV.—a er.,m are o ~low
r -e . T *rneviW * arf*»irnuHK.**Vee*i " . eeee* ] > N»*Fle? k¥ e’ W Am?ir: N>
*vnt'3 1°“con!r>f*vf lypr.n *e f CHfT
e -V e | . {- " * f-*v . f *'"m r.\- ‘G-t e -0 XN tuUr e | ¥ R . /ra* - p*vA\f? 12crr» . Vf; 1'0(:f ca» cr-i-r!
st v e/ me;, 5 <% - Skl
4 if . WL c-wwil t o fo »"ir * e»/;? .r t**:a
. . - * r . i (Mo & *pFr ot I s~

ol J- 1



MEMORANDUM State of Alaska

Department of Transportation & Public Facilities

10: D. D. DieclLtiivyer, Director date October 28, i'.;-83
Design nr.d Construction
Southeast Ec-gion FILE NO:
POT/pf
TELEPHONE NO: 364-4366
FROM: W.l. Debofr .>e subject: Governor®"s l"ansioa
Chief, Buildings 11-79161
Design U Construction
DOT/PF

The construction contractor on the architecture renovations for the governor's
pension has quoted the following costs for carpet instaliation:

Carpet (State is cor.jiictod to pay this cost: $12,500.00
Labor (5 days)

Subsistance ) - S_3.0c4.00

Airfair )

TOTAL AhOUNT; $15,584.00
Estir.atvd quantity of carpet: 300 yards
Cost of carpet and installation: $15564.00 for 300 yards « $51.95 per vyard
Cost of carpet installation: $ 3,034.00 for 300 yards = $10.23 per yard

T:D/o0dh



A-document #16

.cSzatth'i. ~DCaoxincj ~~LntsxrC

1 %>

INDUSTRIES, INC.

(206) 622-6222

STATE COWTR BED. NO. 37301 QU-EE-NC 137 *NO*

10C1 MERCER ST.

SOLD Coogan Construction Co.
TO P 0 Box 209
Juneau, AK 99802
Attention: U.D.
QUANTITY DESCRIPTION
Section #9.300 Tile
Section #9.550 Wood floor

Per contract as quoted

40645

= P.O.BOX 9685 = SEATTLE, WA 98109

ALL CLAIMS FOR SHORTAGES MUST BE MADE AT TIME OF DELIVERY
IVM» MONTHLY SERVICE CHARGE ON OVERDUE ACCOUNTS

*1-907-586-3010 SHIPPED TO

Governor®s Mansion
Material contract

Coogan,Proj_Mgr_JOb #19AA & 19661

INVOICE DATE

9/20/83 m

RICE AMOUN-

,808.00 $AA,80f

<-ly

OCI 1017-4



m document #17
(Fysge 1"of 3)

“Ateen, INDUSTRIES, INC.

STATE CONTtt. BED. NO. 223-01 OU-EE-NC 1374 NOS
1001 MERCER STREET = C206J 622-6222

P.O. BOX 9B S5 ' yf

SEATTLE. WASHINGTON 98109
Coogan Construction Co."
P CBox 209
Juneau, AK 99802
Re: Governor®s Mansion - Change Orders thru Sept.-i.30, 1583
Gentlemen:

WOooD
o>

Room # Name

12 Bath:
Floor
Shower
Walls

19 Rec/Jao
Rear Vest,

38 Scullery

52 Bath

Description of Change

Hardwood change order for walnut and oak
millwork. *

CERAMIC TILE
Description of Change

(Bid- .~

( Wood per dwg. A-I ]
(Actual- - e Lm * , & gm
( Ceromic tile w/design

(Bid-1"xI"" sw. ungl. ct w/J" borders. V-
(Actual-3x6 glazed "crown™, tiles with
( feature strip.

Bid-Field tile Bianco Antico plain 8"x8"
Design Musa Ciclamina border w/(A) Almeria 219.
Actual- Field tile Incepa bright white 6"x6"
border dbl. band of M.S. Girafd. Need to
modify substrate to accept the (2) different
thickness of tile. . *e X <

- No flooring in basic bid.
Actual- Quarry tile to match Vest. #30.

Bid- 2x2 one color no design floor & walls.
Actual- Two color offset on floor S walls.

Bid- 1" sg. tile wainscot 36" high.

Chg. to- 3x6 or *»8 glossy white w/Maderia
domed relief molding & white 1A rd.

Actual- 3x6 gl. wt. tile w/black feature 9trip
& M.S. ogee cap molding.

HAROWQONS FLOOR COVERINGS. SYNTHETICS CERAMICS TENNIS COURTS /TRACKS



QUEEfl CM INDUSTRIES, INC. document #17

atgi Hme Coogan Construction Co.

CERAMIC TILE con«t.

Room #  Name Description of Change
55 Bath (Bid floor- Border design 1" Sq. Corallin &
Floor ( Sandalwood.

(Actual- 1" Sq. beige w/1x2 malted Coralin.

(Bid- Field St. Flarient rase, border Ze”
Wainscot ( marble.

(Actual - Chg border to hn of Botticino and

( Znt of Rosso I1/econa.

(Marble & border on all floor walls - *¥* high

55 Whirlpool Bid- 1" Sqg. CT on floor & walls (sndwd border}
Actual- 1T Sq. 7loor w/beige border. Walls
have 3x6 glassy white tile in brick

pattern.
Threshold Bid- Marble stock threshold.
Actual- 1-3A™ x6" w/bevel special milled
threshold.
61 Bath Bid- W x W white tile w/wood cap

Actual- 3"x6M Glassy white w/feature str|>
& M.S. 0G (if possible) for cap.

Shower Bid- 1" Sq. tiles on walls w/black border.
Actual- 3x6 Glossy White w/feature strip.

65 Bath Bid- Std. 1" White hex field,17”sg. border
white & black.

Actual- 1" Hex field w/1" blue border ani*

design. .

Bid- Cleavage Membrane per std. tile
specifications to
Actual- Bithuthane a special self-healing
membrane. .

RBise wainsp?t to L2" in Room #52.

Provide (3) white porcelain recessed soap
and towel holders.

Cut special beige border tiles out of a (3)
color random pattern (IB sf needed our of

5L sf).

Preparation of material for air freight
shipment from Seattle to Juneau. r

Freight bills not shipped collect.



QUEdCITY INDUSTRIES, INC : — Ctotaument #17

, - e (page 3 of 3)
(020 3 N Coogan Conatruction Co. p»u October b, 1983

Glenn Cooper®s time needed to facilitate
change orders beyond basic material contract
including but not limited to the following5

To investigate a variety of ceramic tile
manufacturer”™ in regards to alternate products
and their availability. Provide the"designer
with these altersntes and samples to choose
from. Investigate potential installation
problems and methods for a solution. Change
material takeoff to include changes.

Order materials to facilitate installation in
a timely manner. Personally expedite material
from Seattle dock to Juneau.

Total to date -$13,721,00

) Thru Sept. 30, 1983
Sincerely,

QUEENLiftTY INDUSTRIES, IN
o>

Harvey W. Gifford,J3en.



DEPARTMENT OF TRANSPORT/ " IBLIC FACILITIES P O. BOX N67
JUNEAU. ALASKA 09802
THEAST REGION

January 6, 1984

RE: Governor"s Mansion
Architectural Renovations
Project No. H-79164
220E

File 19-2

Coogan/Capitol Construction Co., J.V.
P. 0. Box 209
Juneau, Alaska 99802

Gentlemen:

Tom Metlicka has talked to you by phone regarding the Queen City Contract. We
need the information that he iaquested before we can process Pay Estimate Nos.
13 and 14.

To state the problem we are concerned about, we need a break down on that
contract. How much for the different Items of material supplied and also
labor cost break down. Why are we billed for G. Copper®s airfare, car rental
and food? Was he requested by us to come up. etc.?

Please supply this information as soon as possible.

Very truly yours,



INDUSTRIES, INC.

STATE CON fR REG. NO. 223-01 OU-CE-NC 137A NCS

1001 MERCER STREET e (206) 622-6222
P.0. BOX 9085
SEATTLE. WASHINGTON 98109

January 27, 198L

Coogan Construction
L950 Glacier Highway
Juneau, AK 998Q2

Attention: Wayne Coogan
Re: Governor®"s Mansion
Gentlemen:

Enclosed 1is the breakdown on the material bid portion of the

Governor®"s Mansion contract. We find the request fur bid breakdown
very unusual. We expect this information will facilitate the State"s
payment of our invoice plus interest swing from the due date to
present.

Also enclosed is an invoice for the time involved in breaking out

the bid. I estimate it took in excess of one man day each for Bob
and Glenn to provide this information. Their combined billing time
per hour 1is $78.00. The invoice also includes the DHL charge for

shipment of this information.

Lastly enclosed are copies of all the other itemized billing on the
Governor"s Mansion.

H pefully, Wayne, this will put the State to rest. We are most
anxious to receive payment. IT I can be of any further help please

feel free to contact me.

Sincerely,

QJEEN CITY INDUSTRIES, INC.

u ¢ ,-1v :V,t
Jolene Huntington, Comptroller
JH pjv
Enc.

m\i("A."TO e CIRMHTSvr AV e H'Nmiferi'S o i.-.-WMFi e ..tpnamcIim .0re .rn.c 4=



..VObTRIES, INC. \B—V'
Nfm, Coogan Construction o,i,
Governor®s Mansion Wood, Tile & Flooring Contract
Room No. Material per Room
19 Recreation Room $6107.00
30 Entry vestibule & Closet 93.00
31 Foyer 110.00
32 Main Hall 372.00
33 Ballroom **71.00
3k Library 1%**89.00
35 Conservatory 1*20.00
36 Dining Room 1032.00
. 37 Serving/Pantry 900.00
kZ office 1A6.00
50 2nd Floor Hall 563.00
Chamber rp" 900.00
5k Master Bedroom "C" 18**0.00
57 Study 2980.00
60 Chamber "A" **58_00
Sk "Chamber"™ TETr" 1**7.00
12 Bath - Shouier floor & Side walls 1000.00
19 Rec. Room - Enclosure Top Surface
Back Wall Panel 5600.00
30 Vestibule - Floor I*00.0n
30 Scullery - Floor & Walls **550.00
52 Bath - Floor 8 Wainscot 2000.00
55 Bath - Floor & Wainscot 7300.00
Shower - Floor & Steps & Walls:
50 Kitchenette/Bath - Floor 1in euch room 900.00
61 Oath - Floor & Wainscot & Shower 2350.00
65 Gath - Floor 600.00

document #19
(page 2 of 3)

S *<**,203.00

Jan.

27,

198**
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, »® \TOh TRANSPORTATION AND PUBLIC FACILITIES CO BOX I-"o/
JUt,EAU ALASKA i>9Sf0?
SOUTHEAST REGION (907)364-4222

February 2, 1984

Re: Project Mo. H79164
Governor®s Mansion
Qroen City Information
File 19-2

Coogan/Capitol Const. Co., J.V.
P. 0. Box 209
Juneau, AlI" 99802

Gentlemen:

Thank you for supplying us with information from Queen City regarding
the material they furnished for the Governor®s Mansion project. We need
more information, however.

They listed the rooms and their prices for material for each room. We
requested and still need invoices for the material they sent. We need
the square footage amounts for the different iiems of material they
sent, as well as prices per square foot. Also needed are the amounts
and prices for the related materials such as flour finishing material,
bedding, underlayment, mastic, grout, etc.

Plec.se supply this information as soon as you can because we would [like
to close this project out, and I am sure you would also.

Sincerely,

Barry L. Bergdoll, P.E.
Construction Chief

Neiue dpRg &

Project Inspector
NL:hn
cc: Jon Scribner, Deputy Commissionfr
D. D. Dieckmeyer, Director

Toil. Metlicka, Design
Mike Nizich, Governor"s Office

N -.Ino



N INDUSTRBES, ITWC.

STATE CDNTB. PEG. NO. 223 01 OUEE-NC 137-1 NOS

1001 MERCER STREET e (EOS) 632-6222

P.0. BOX 9005
SEATTLE. WASHINGTON 90109
March 23, 198**
Coogan Construction Co.
P ™OBox 209
Juneau, AH 99802
Re: Governor®™s Mansion

Gentlemen:

Pursuant to your request enclosed 1is the approximate
breakdown on the above project.

Sincerely yours,

QUEEN CI
Harvey Id. Giffn

HU,*G:pjy /
Enc. c -

Nit . M . --MLS . ILNNBCOuntS / TRACKS
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,INDUSTRIES, INC. (page 7 of 7)
1001 MEKCErt ST. « P.0. UOX 9UUS « SEATTLE, WASH. 90109

ALL CLAIMS FOR 5HOHTAGC5 MUST bE MADE AT TIME OF DELIVER™*
1--. MONTHLY SERVICE CHARGE ON OVERDUE ACCOUNTS.

1-907-586-3010 SHIPPED TO

SOLO Couuan Construction Co.
T0 P 0o"Box 209
Juneau, AK 99602
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S zullCe™ ~Dh'oxitiy 0.E.nli.\

|NDUSTR|ES, INC. (206) 622-6222

STATE CONTR REG NO 223 01 OU-EE NC 117* NOS
1001 MERCER ST. = P.0. BOX 9885 < SEATTLE, WA 98109

ALL CLAIMS FOR SHORTAGES MUST BE MAOE AT TIME OF DELIVERY
MONTHLY SERVICE CHARGE ON OVERDUE ACCOUNTS

*1-907-586-3010

SHIPPED TO
SOLD Coogan Construction Co. Governor®s Mansion
To P CJIBox 209
Juneau, AH 99802
Job # 9364
CUST. OROER NUMBER RESALE NUMBER SHIPFFO VIA 12/$ -m r| net
QUANTITY DESCRIPTION "HlrveyT3GiTforl.rke AMOUNT
I'tem Basic contract
120 SY "Fieldstone™ - Sandston a

27 SY Border for area rugs (Gramacy PH)
215 SY Floral Persian Area Rug 12 .962.00
24 SY Field Stair Carpet (Royal Chrystal) ’ -
78 LF Border For stair carpet

Additions & Credits to Basic

DO 120 SY A0 oz. hair jute pad + 480.00
00 1980 SF 4 rolls of area rug pad 54"x60" per contract @.35 SF + 693.00
, REDIT (Freight credit for extra shipment of carpet pad) - 89.10
DD A0 SY Full carpet in "D" chamber + 200.00
EDUCT 8 SY Change carpet in chamber c.loset to Fieldsbabe, delete

ptn. of Gram. Pk - 100.00
DD Widen main stair carpet + 100.00
DD Closets per Phylis, basement, 1st & 2nd floor + 550.00
RED IT Subsistence not used - 150.00
REDIT Labor - carpet installed by others - 344.00

Total S 14,301-.90 $14,301.".
40854

OC» >017-4
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(page 1 of 3 )

FILE COPY

May 1, 1984

Representative Mitch Abood
Chairman

House State Affairs

Pouch V

Juneau, Alaska 99811

Dear Representative Abood:

The following compiled figures represent actual invoice amounts for
materials needed to repair and replace flooring items required to com-
plete scheduled work in the Governor's Mansion renovation which was
recently performed by Coogan Construction Company and their subcon-
tractor Queen City Industries of Seattle.

No freight charges are included. Oueen Cities materia! quotes
were FOB Seattle dock. Only ceramic tile known costs were cited in
this evaluation, namely plain white and 6" quarry tile used in veotibule
floor with the white tile being used around built-in tub in room 19.

In my opinion, the tile in rooms 38 and 55 seem to be overpriced,
but no color schedule for this material was available so cross referenc-
ing was impossible.

It is interesting to note that Coogan Construction had contracture-
ly agreed to obligate the state to pay Queen City $44,808 for ma erials
to be used on the Governor's Mansion project 23 days prior to issuing
Queen City a subcontract for doing the work. Also, that this amount
* “came the actual submitted billing after all the change orders and
surprises that occurred as the project evolved.

A recent inspection of the project showed many cracks opening in
the new first floor in room 35. This could probably be attributedto
improper handling and/or storing the wood prior to installation or
indifference to environmental considerations like low heat, no heat or
high humidity.

The end product in room 50 must have been a disappointment to
the owners inasmuch as the parquet repair seemed to be structurally
acceptable, but the material used to fill the nail holes in the top mailed
pieces was not colored to match the wood. The nail holes had been
filled with material much lighter in color than the wood resulting in
hundreds of little light colored spots.

The specifications required that some amount of each kind of
material used be left for future repairs. An inspection of flooring
stored at the Department of Transportation's building on Willoughby
Avenue near the school showed about 300 feet of 5/16" x 2" square
edge but only a few scraps of 3, 4, and 5. The 5/16 flooring was
apparently very old inasmuch as | have not seen strip flooring bundled



document #24
(page 2 of 3)

in a like manner since WW II. Age, however, is no measure of quality
as long as no apparent oxidation by exposure to sunlight has occured.

The material costs used to project the cost items per room are 53
follows: 5/16" oak @ $1.89 per sq. ft.; 3-4-5 oak plank @ $2.45; glitza
floor finish @ $24.50 a gallon; machine rental perday @ $124; finishing
materials @ $.33 per sq. ft.

| called Queen City at 8:01 am April 20th on quarry tile prices
and they quoted $2.97 a square foot retail, but looking at room #30, it
seems like the charges billed to the Mansion job was more like $13.00 a
square foot. There should be some explanation for discrepancies of
this magnitude.

The 1x4 existing fir floors which were refinished in chamber "A"
and "E" shows material in the large cracks to be breaking up and
falling out in chunks. On a tour of the mansionwith Phyllice Bradner
and again with Jerry Woods, | suggestedthat the fir flooring be care-
fully removed and relaid to eliminate the exceedingly large cracks to
preclude this problem from happening. Mr. Hanson from Queen City
convinced Mr. Winders that this would be impractical and hence a less
than acceptable product is the result.

If an evaluation in greater depth would be helpful to determine
more specifically if required procedures have been satisfied, | would be
available to assist in any manner within my capabilities.

Respectfully submitted,

Elmer E. Gowdy
Box 125

Douglas, Alaska 99824



ACTUAL COST OF MATERIALS
TO REPAIR AND REPLACE
ROOM NO. FLOORS IN ROOMS AS SHOWN GOWDY

19 Wood floors and tub surround-
ing only. No millwork should
be included in Oct. 4

billing. $1,668
30 Onl base shoe molding 12.00
30* 98 foot maximum 6x6 quarry
tile, gout and mostic 330.00
31 An acceptable figure
32 Not unreasonable
34 Minor repair at door to room
#35 and at radiator 282.00
35 135 sq.ft. 1x4 fir 0 $1.50
FBM plus finish material 242.00
36 Not to include millwork for
window seats, included in separate
Oct. 4 billing 278.00
42 Not to far out of line
50 A reasonable figure
51 Wood, finish material,
machine rent 456.00
54 250 sq.ft. total 160 sq.
ft. new 385.00
60 Refinish 151 - $30.00
for repair material 181.00
54 Not unreasonable
19 Recreation room ceramic tile

surface and back wall panel plain
white basic feature tile on back
wall panel priced from similar decorative
items sold by American Olean Tile Co.
epoxy, tile, trim shapes and
feature tile gout 318.00

document #24
(page 3 of 3)

Q.C.F. BILLING
PER ROOM

$6,107

93.00

1,400

1,489

1,420

1,032

146.00

563.00

980.00

1,840

458.00

147.00

5,600

* Called Queen City Flooring regarding retail price * quarry

tile FOB, S their showroom quoted $2.97 sq.ft.

8:01 am YST 4/20/84

Room 57 was inadvertantly omitted. Please refer to May 2 submitted.



May 2, 1984

Representative Mitch Abood
Chairman

House State Affairs Committee
Pouch V

Juneau, Alaska 99811

Dear Representative Abood:

(page 1 of 2)

FILE copy

The following is in further reference to my May 1 letter regarding
Queen City Floor’ \ the Governor's Mansion renovation project:

Line item Queel <nc. Hardwood floors, tile and
carpet. Materials ,,.dy.

Hardwood floors and tile as shown in cost per room
schedule 1/27/84 in lieu of original invoice, $44,808

Since no invoices were submitted and wood and tile
items are included in $44,808 items this must be

the cost of carpeting. There was only 50 square
yards of carpet required for back hall and stairs
and about 30 yards or less for maids room. Carpe’
used in these areas are basic low budget types. 90
yards of this quality goods should have cost no more
than $',000 with pad and fastening systems adding $300
or $,,d0 more, it would be prudent to require Queen
City Flooring to submit carpet roll cost with product
description and sample to match enclosed sample.

All three of the "cost per room" analysis charts defy
all logic. These again are materials only FOB Seattle
dock. Take room 19 as an example.

Cost per schedule submitted by Jolene Huntington
January 27, 1984

Room 19, recreation room
Hardfloors/materials only(Bob H) 3/19/84 #i
Item analysis sheet " 1 #1

Actual Cost

600 sq.ft. 73", 4", 5", select oak plank
(decorative plugs as specified were not installed)
@%$2.45 ‘

3 gallons glitza

3 machines used, rental cost

abrasives

applicator covers

$68,650

(44,808)
$23,842

$6,107
$6,056

$6,056

$1,470
78

124

20

$1 ,698



document #25
(page 2 of 2)

Millwork, stair tread, wood trim, etc. is listed
under Oct. 4 billing and no doubt is included
in misc. cost of $13,721.

Room 30 from "item analysis" sheet initialed

Bob H., wood floors. $752.00
No wood floors in this room!!!
Jolene Huntington schedule 93.00

Actual cost - only wood item that could possibly
be construed as applicable is base shoe molding
at less than $12.0~. An additional charge for
room 30 is shown January 27, cost per room

schedule. $1,400
Actual - about 98 sqg. ft. 6x6 quarry tile @ $300 294
Grant hydrament, additional misc. - $36 36

$330.00
Room 57 - Study $3,136
Bob H. - Item analysis sheet 2,980
Jolene H. 1/27/84 Cost for roomschedule 3,136

Actual Cost'

" 300 "ftT3nx5/16" SE oak@ $1.89 $567.00

1} gallon Glitza 39.00

machine rental 124.00

abrasives, applicator,etc. 26.00
$756.00!!111

For room 35 they show a cost of $1,420 on one chart
and $1,420 on another. Actual costs as follows:

136 FBM ft. 1x4 fir @ FBM $194.00
finish, materials, machine use, etc. 48.00
$242.00
Please refer to cost comparison schedule id May 1 for further dis-

crepancies.

It would seem to have been much simpler for Queen City to have sub-
mitted actual invoices showing unit costs and number of units delivered
rather than try to substantiate the highly overpriced "costs per room"
schedule which they will ultimately embarrassingly find increasingly
difficult to defend.

| offered to do all floorwork other than tile and carpet for $36,400.00.
It was DOT's opinion that a sole source contract was impossible and
they (Woods and Metlika) were certain that Queen City would do it for
much less.

Elmer Gowdy
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OMBUDSMAN COMPLAINT
J83-0683



imlOTJLCisxxictn SUta ol Alaska

John33.Chenoweth Reply to:

[m] 810 K Streat, Room 203

August 4, 1983 Anchorage, Alaska 99501
(907) 275-1011

Pouch WO
- _ - _ Juneau, Alaska 99811
Jon W. Scribner, Acting Deputy Commissioner (907) 465-4970
Southeast Region
Department of Transportation and Public Facilities o P.O. Box 74358
Post Office Box 1467 Fairbanks, Alaska 99707
Juneau, Alaska 99802 (907) 452-4001

RE:  Ombudsman Complaint J33-Q683
Dear Mr. Scribner:

Extensive renovations planned for the Governor®s Mansion culminated
in the issuance of several contracts for repair and construction for
that building, and in the issuance of at least one professional services
contract related to the renovation effort. The latter contract,
formally identified as Agreement Number 83SB269, 1is an agreement for
project management and coordination services for the renovation project.
The contract, in a face amount of $25,000.00, was entered into between
the Southeast Design and Construction Division®s Building Section and
Jerry D. Wood, P.E., and executed on July 7, 1983. Your signature
appears on behalf of the state.

The complaint alleges that the execution of the contract was
improper.

The ™“summary of services"™ provision of the executed agreement
relates that the contractor is to

[pjrovide "on-site" Project Management for the

Governor®"s Mansion Renovations, Phase | a.;d Phase
. Consultant shall also provide const, mgmt.
using computerized scheduling and manpower
scheduling techniques. Consultant shall provide

written and/or oral vreports to the State Project
Manager, Mr. Tom Metlicka, as required for efficient
project construction.

An appendix more specifically describes the contractor®s "basic
services":

Project Manager services shall consist of:
a Physically inspecting the Governor's

Mansion to become familiar with the extent of the
planned renovations.
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b. Becoming familiar with the contracted
private firms who are conducting the planning,
providing the Bid Documents, and providing the
construction services necessary to complete the
renovations.

c. Providing expertise to .insure effective and
harmonious cooperation between the Division of
Buildings, private firms, the Governor, and the
Governor®s staff.

d. Using computerized scheduling, and
up-to-date scheduling techniques to insure that all
renovation activities are conducted in an efficient
and safe manner.

e. Providing management reports, as necessary,
oral and/or written, to the State Project Manager,
Mr. Tom Metlicka, on a timely basis to facilitate a
smooth transition of all phases of the work.

The extent of the state®s maximum financial obligation under the
contract totals exactly $25,000. The contractor 1is to be paid
"2,110/wk. for 10 weeks; from 7/7/83 to 9/15/83", allowing a total of
$21,100 for "all fees[,] expenses[,] travel and per di.em", with, in
addition, an option in the department to retain the consultant for his
services, with a rate of $300 per day for a maximum of 13 days beyond
the mid-September contract performance date. (The $2,110/wk. rate - at
60 hours per week, an effective rate of $35.16 per hour - places the
contractor®s compensation generally at the level of comoensation
comparable to that paid other contractors for similar services.)

The maximum financial obligation established in the contract does
not constitute the full extent of the state"s obligations under the
agreement. Elsewhere in the agreement the state obligates itself to
furnish the contractor with a vehicle "with which to travel from his
place of residence to the Governor®"s Mansion, and to use asotherwise
necessary in conducting his duties.”

The background applicable to the issuance of this contract appears
to be as follows:

Planning for renovation to the mansion goes back some months.
Early in his term, the governor appointed a "Mansion Renovation
Committee™ to oversee renovation and repairs 1in the residence. In so
doing, the governor apparently acknowledged that the needed repairs
would 1inconvenience him, but expressed concern that the time 1in which
his occupancy and use of the building would be disrupted be held to a

minimum.

As late as mid-May, 1983, officials of the department®s Southeast
Region expected to complete the bulk of the work within the residence on
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a "lump sum" bid basis, with time and material contracts reserved for
contingency and specialty work. The period of disruption anticipated
under this approach was noted, on May 13, to be between June 1 and
September 1. On May 25, department personnel concerned with the project
proposed to shift gears to a "time and materials™ basis. In a May 25
memo to you, Buildings Chief Wally DeBoff explained:

In the second phase of the bidding process, this
office planned to 1issue bidding documents to all
prequalified bidders and request bids for the work.
The lowest bidder would then be awarded the
contract.

Contractor prequalification was considered necessary
on this project because of the sensitivity of
renovatino the Governor"s Mansion.
Prequalificatvon would assure us that the contractor
and his subcontractors would be highly skilled in
their trades, would be well established in the [City
and] Borough [of Juneau], and would have reputable
work experience records.

Only one contractor responded to the
prequalification advertisement. The bidding
documents are not suitably developed for bidding
purposes and will not be ready for a minimum of two
weeks.

Since we have one contractor who 1is qualified and
has expressed an interest in doing the work, we
propose to award a time and materials contract.
Although this proposal is a change in direction, it
will still permit the earliest possible start of
work  with a contractor selected by  formal
advertising. In addition, the construction plans
which are not suitably developed to permit bidding,
are complete enough to permit ordering of materials
and commencement of work on a time and materials
basis.

[I11f- our proposal for a time and materials
contract 1is not satisfactory, and competitive bids
are mandatory, we will have to extend the
advertising period and solicit other contractors and
await the completion of construction plans (probably
mid-June). We could then anticipate a July starting
date with a much later completion date.

Please advise of the direction we should proceed.

The 1instructions given to Mr. DeBoff were, apparently, to proceed
as he had outlined.

Within 48 hours, you contacted Mr. Wood to confirm that his
assistance as a one-time consultant on this project would be available

to you:
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Thank you for agreeing to come to Juneau on June 13
to review construction management techniques and
procedures with Commissioner Dan Casey, my staff and
me. [Deputy Commissioner] Fred Seeger has
recommended you highly as one who might be able to
give us some good advice.

We look forward to learning of ways we might better
manage and facilitate certain types of construction
work.

I would propose we begin with a tour of the project
site and review the project scope 1in the morning.
Then we could discuss your impressions on how the
work might be managed based on" your experience.
Finally, we could have a wrap-up with Commissioner
Casey, and you could be on your way back north on an
evening flight.

At the time Mr. Wood arrived in Juneau, you provided Commissioner Casey
with a copy of the gentleman®s resume, noting at the top:

cc Comnissioner Casey:

Per your request & FYI

Mr. Wood®"s review of the project was, | would guess, mutually
satisfactory and, ultimately, mutually profitable. Not more than 24
hours after his visit, you wrote to Commissioner Casey:

6/14/83

Would appreciate vyour calling Frank Turpin re
availability of Jerry Wood. It is agreeable that
Jerry come to work w/ us next week (or 2 at mostl)
to help w/ Gov Mansion. We will put him on a prof
svc contract at $20.0 k. He will be available to
work w/ us thru September; then he"s off to other

The commissioner moved quickly to accommodate the request, responding to
you:

John Scribner,
I"ve jpoken with Frank Turpin, Pres, of Alyeska on

this. He says no problem. He["Il] pass word along.
Go ahead @ your end with Jerry ASAP. Thanks. /s/
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By June 23, plans for a professional services contract with
Mr. Wood were in progress. On that date, you presented a memorandum of
justification (to which reference 1is made later in this letter) and, in
a separate document, advised Commissioner Casey:

In order to reduce construction time to a minimum,
we have to date proceeded with time and materials
contracts with two contractors who will also have
several subcontractors. The most critical elements
in completing the work quickly, efficiently and
correctly will be for the State to provide a high
level of construction management.

This will prevent interference and overlaps in work
by the various crews and will 1insure that all work,
including materials delivary[,] will follow a
detailed critical path schedule.

In the usual type of contract (lump sum), we are not
directly involved in scheduling of the work since
this 1is a basic requirement of the contractor.
Consequently we doubt that our in-house buildings
[sic] people are experienced in construction
management to the degree needed on this project.
Therefore, we propose to retain a consultant who has
proven experience and competence in this type of
work to supervise this project.

Our existing consultant selection procedures, Policy
and Procedure 28-8000, paragraph 6.5A states in part

.Project Manager should develop a short list
based on at least three informal proposals obtained
from prequalified contractors and then obtain
negotiation authority." Additionally, this section
refers to a limit of $20,000 1in agreement cost
although Jlater legislation and administrative code
addresses contracts of over $25,000. We assume that
P&P28-8000 should be changed to be consistent with
law and regulations.

Because of the tight time frame as well as the
sensitivity of renovating this designated historical
structure, we request that you approve waiving the
requirement for proposals from three or more
professional "Services contractors, and approve an
original agreement cost not to exceed $25,00(17

Approved Date
Daniel A. Casey
Commissioner

[Emphasis addrd.]
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I have been unable to determine that Commissioner Casey signed the
requested waiver.

On June 28, you confirmed with Mr. Wood award of his contract:

We are pleased to offer you a professional services
contract for specialized construction management
services on the Governor®s Mansion code upgrade,
renovation and restoration project.

The work under this contract will begin July s, 1983
and is expected to be complete about September 15,
1983.

The contract 1is being sent to you separately for
signature and includes rates negotiated with you.

The contract recites that it is entered into under AS 35.05.040, a
provision that, in part, authorizes the Department of Transportation and
Public Facilities to *frocure directly materials, labor and contractual
services for planning,-designing and constructing public facilities of
the state." State statutes require departments to enter into agreements
in accordance with competitive bid procedures, with exception made in
certain specified circumstances by AS 37.05.230(1)(C). Professional
services are exempt. AS  37.05.230(1)(C)(vi). Specific procedures
relating to contracts for professional services are set out in AS 36.98.

Contract approval authority for professional services contracts to
be entered 1into by the Department of Transportation and Public
Facilities is assigned to that department rather than the Department of
Administration. AS 36.98.080(1). In addition to the applicable
statutory requirements, the department has adopted regulations (17 AAC
07.010 - 7 AAC 07.900) and Policy and Procedure entries (P&P 28-8000 and
P&P 28-8001) for the selection and use of contractors for professional
services. The regulations provide, at 17 AAC 07.010, that they apply to
"contracts for professional services let by the Department of
Transportation and Public Facilities 1in accordance with AS 36.98 where
the contract amount exceeds $25,000."

Since the regulations are nominally 1inapplicable, 1 have relied
principally for the Policy and Procedure entries for guidance 1in this
investigation. Either of two provisions is applicable. Paragraph
6.5(B) of P&P 28-8000 provides:

IT Agreement cost estimate exceeds $20,000, but does
not exceed $100,000, the Project Manager shall
establish a Selection Committee which shall: prepare
a Request for Proposal; solicit Proposals (and price
quotations if services are non-exempt) from all
Contractors prequalified for the required services;
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score pror-ftsils; prepare a Committee Evaluation
Report; btain Negotiation Authority.

In an accompanying memo, you have re-interpreted the "$20,000" to be one
that should be regarded as consistent with the general statute, AS 36.-
98.010(1), effectively setting the limit as "$25,000". You suggest that
solicitation of proposals should not thereby be required. Assuming you
are correct - and 1 do not believe your re-interpretation is sup—
portable - Paragraph 6.5(A) of P&P 28-8000 would apply:

IT Agreement cost estimate exceeds $2,500 but does
not exceed [$25,000], [the] Project Manager should
develop a short list based on at least three
informal proposals obtained from prequalified
Contractors and then obtain Negotiation Authority.

Either of these provisions appears mandatory. I find no authorization
for waiver.

The department has apparently processed this contract consistently
with its general regulations covering professional services contracting
and the 1issuance of sole source contracts thereunder (17 AAC 07.070).
The award of a proposed professional services contract under a sole
source waiver requires review and approval by a commissioner. AS
36.98.040(c); 17 AAC 07.070(1).

Apparently believing that the proposed professional services
agreement between the state and Mr. Wood required the commissioner®s
review and formal approval, Commissioner Casey gave his approval to the
agreement. In a June 23 memorandum, belatedly signed by Commissioner
Casey and Labor Corrimissioner Robison, you provided a justification based
largely on time constraints and Mr. Wood"s singular talents:

As you know we are 1in the process of considering
contracting with Mr. Jerry Wood to help us manage
construction of the Governor®s Mansion renovation
and code upgrade project.

We have set a very ambitious completion schedule for
this project, which if it is to be met, will require
an unusually large degree of scheduling and manpower
utilization/assignment effort.

While our staff is quite capable of handling this
project under more normal contracting methods and
procedures, they are lacking 1in capability to use
computerized scheduling and manpower assignment
techniques needed to complete this project 1in the
tight time frame desired.

In looking for ways to meet this time frame we have
interviewed Mr. Jerry Wood and are satisfied that he
has special skills in scheduling and experience 1in
project management which could help us expedite the



work. He is also a registered professional engineer
in Alaska. Although we have not solicited proposals
from Alaskan firms we feel it would be unlikely that
any could provide the specialized expertise required
and be available immediately as is the case in this
instance.

In view of the limited time to solicit other
proposals we are proposing to contract with Mr. Wood
immediately to help us manage the construction work.
The contract would be signed for less than $25,000,
thus there 1is no need for competitive selection
under AS 36.98. He would report directly to our
Buildings Design and Construction Staff, but would
work full time out of the Governor®s Mansion at the
project. Occasionally, he may need to use State
facilities and services to support his effort, but
this is expected to be minimal. This contract would
be for professional services and Mr. Wood would
represent the State®s interests as the "owner"
rather than the construction contractor. The
duration of the project 1is expected to be less than
three months so it is not feasible to select and
hire an employee for the work.

The purpose of this memorandum is to document the
rationale for hiring Mr. Wood and to establish his
relationship to the project. [Emphasis added.]

Sole source or single source professional services contracts are
authorized. By AS 36.98.030(d),

The provisions of [AS 36.98.030, relating to
solicitation of proposals for professional services
contracts] do not apply if

(1) the contracting agency demonstrates that
there is a single source of the expertise or
knowledge required or that one person or firm can
clearly perform the required tasks more
satisfactorily because of the person®s or firm's
prior work; however, this exemption applies only if
the head of the state agency has submitted a written
request to the commissioner that details the reasons
for the exemption and the commissioner or deputy
commissioner has authorized 1in writing the state
agency to enter contract negotiations with the
single source; [or]

(2) the commissioner makes a written deter—
mination that public necessity will not permit delay
incident to the procedures otherwise required by
this chapter; - - - - [Emphasis added.]
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The regulation adopted and followed by the department 1is substantially
similar:

The requirements of 17 AAC 07.030, pertaining to the
solicitation of services, do not apply if the
commissioner authorizes a [limited solicitation
before negotiations begin and

(1) there is a single source of the expertise
or knowledge required or a particular person or firm
can clearly perform the required tasks more
satisfactorily because of the person®s or firm"s
prior work; however, this exception applies only
when the commissioner has approved a written request
that details the reasons for the exemption and
authorizes negotiations with the single source; [or]

) the commissioner makes a written
determination that public necessity will not permit
the delay incident to the procedures otherwise
required by this chapter; . . . . [Emphasis added.]

Assuming, Tfor purposes of this discussion, that justification under
AS 36.98.030(d) and 17 AAC 07.070 was required 1in this instance, the
statute places the burden on the requesting agency, 1in this case your
division, to demonstrate the wunique and unusual conditions that
necessitate selection of the selected contractor. Moreover, the
demonstration must be based on the proposed contractor®s prior record of

work.

Mr. Wood"s record of work, at least insofar as it is written, 1is
summarized 1i/1 his resume. His credentials are impressive. In his most
recent endeavors, between May, 1982, and the date of his consultancy
contrast with your division, and, before that, between April, 1980 and
November, 1.981, Mr. Wood served the Alyeska Pipeline Service Company as
a Project Supervisor or Site Representative/Field Engineer, chiefly
responsible for coordination, supervision, and "orchestration" of
project construction efforts involving shop facilities, permanent
housing facilities, and permanent offices at various pipeline-related
pump stations. Earlier work, including a year-long association with the
Everett, Washington-based SeeWood Corporation, provided opportunity to
be 1involved 1in architectural and structural design 1in a variety of

fields.

Impressive as Mr. Wood"s credentials may be, your June 23rd
memorandum is hardly sufficient to discharge the burden 1imposed by
AS 36.98.030(d). You stress in the memorandum reliance on "computerized
scheduling and manpower assignment techniques” because of a tight time
frame for completion of the project renovations. You suggest that
in-house staff capacity to match these stringent assignments and
scheduling requirements 1is "lacking”™, and indicate that, because of the
short-term nature cf the project, "it is not feasible to select and hire
an employee for the work."™ You turned to Mr. Wood, you recite, because
you "are satisfied that he has specia- skills in scheduling and
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experience in project management which would help us expedite the work,"
though you do not specifically enumerate those skills as displayed by
the gentleman®s work history. You do not compare Mr. Wood"s experience
to any other contractor or firm, eliminating the need to treat with any
others with a brief dismissal: "[W]e feel it would be unlikely that any
could provide the specialized expertise required and be available

immediately as 1is the case in this instance.” (Whether Mr. Wood was
"immediately available™ 1is open to question for, elsewhere in the memo,
you note that he 1is "presently working full-time in Alaska.”™ and,

indeed, you had earlier enlisted the commissioner®s aid in obtaining Mr.
Wood*"s services from Alyeska.)

Critics acknowledge that sole source contracts lend themselves to
abuse. Paragraph 8106 of the Division of General Services and Supply’s
May, 1983, professional services contracts memorandum enunciates a
general state policy with respect to them:

It is the policy of the State that, whenever
possible, professional services should bs provided
by State or University of Alaska personnel. IT the
State or University does not have qualified
personnel to perform your required services, or you
have determined that qualified personnel are not
available, you may request authority to seek the
required professional services from a contractor.
[Emphasis added.]

In a vrecent vreport, issued under the name "Choosing and Using
Contractors,”™ publication of which preceded the statutory provisions
enacted as AS 36.98, the consultants presented this criticism with

respect to sole sorrce agreements:

In a few situations, public agencies may elect not
to use a competitive selection process. The sole
(or single) source approach . . . selecting a firm
without going through a competitive selection
process . . . should be used only in cases when the
contracting agency is certain of the services needed
and can demonstrate that the firm selected is
uniquely qualified to undertake that project.
Contracting agencies who use sole source
procurements must be extremely cautious 1in ensuring
that the consultant 1is the most qualified and
cost-efficient for the task. This approach [i.e.
use of sole source contracts] is considered
appropriate when the contract fee 1is below a set
amount . . ., only one source 1is available, public
necessity requires that the work be performed
immediately, or competitive proposals or bids are in
violation of the ethical rules wurder which the
professional service 1is practiced (e.g., engineers,
doctors, and attorneys). It may also be used to
respond to unsolicited proposals which originate
with the consultant.
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Sole source contracting practices are exceptional on"., in the sense
that their use avoids the requirements genera.ly relating to formal or
informal solicitation and -evaluation of co oeting proposals. Sole
source procedures do not eliminate the need to comply with other general
safeguards and requirements of law. Reliance on a sole source contract
request approved by the commissioner of your department does not appear
to eliminate, for example, the need to obtain and act in accordance with
the provisions of your department®s policy manual which vrelate to
completing and securing the signature of a proper ™"Authority to
Negotiate” or "ATN" before executing the sole source contract. I find
no authority for waiver of obtaining an ATN, and have discovered no
record of a signed ATN 1in any files relating to the award of this
contract, and assume from this that no action to obtain an ATN was
taken.

Beyond the compensation payable to Mr. Wood under the contract
entered into with him is the obligation on the part of the department to
provide 1its contractor with a vehicle "with which to travel from his
place of residence to the Governor®s Mansion, and to use as otherwise
necessary 1in conducting his duties.” A vehicle has been provided. On
July 6, before the date of execution of the agreement under which the
department obligates itself to provide the vehicle, RrT Metlicka
arranged use of an automobile under a rental agreement with the state®s
contractor, National Car Rental (Juneau Airport office), under state TR
336690, for Mr. Wood. The contract indicates that the car is under a
monthly rental, at a monthly rental rate of approximately $920.00,

exclusive of any expenditures related to insurance coverage. (When 1
made inquiry of the State Equipment Fleet as to whether a vehicle had
been requested, | was advised by an employee of that division that, at

the request of the Governor®s Office, arrangements had earlier been made
to put an excess Department of PubliceSafety vehicle at the service of
the Mansion for Mr. Wood"s wuse, but that, after preparation of the
vehicle, the request was withdrawn.)

The state"s lease of the vehicle for Mr. Wood"s exclusive use
presents an additional problem. As earlier noted, the maximum allowable
under this professional services contract is $25,000, a sum that in my
opinion was contrived in order to remove the contract from the
requirement that the division otherwise adhere to the provisions of
AS 36.98. Yet, even from before the date of execution of the contract,
the state has in fact incurred liability under this contract not only as
to the stated maximum amount for the contractor®s professional services,
but also as to the additional charges incurred under state TR 336690 for
the vehicle rental, a minimum of $920 for at least this first month of
the vehicle"s use.

Inclusion of the charges for the vehicle, for which the division
obligated itself under paragraph B.3.1 of the July 7 agreement, within
the ambit of the division®s potential liability under this contract Iis
sufficient, in my judgment, to regard this contract as one for which the
total amount of contract services will, in fact, exceed $25,000. Actual
expenditures under the contract may not exceed $25,000, of course,
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depending on whether the division exercises the option of retaining the
contractor®s services for as many as 13 additional days after
mid-September.

Candidly, it matters little whether or not that option is
ultimately exercised or whether the division ultimately expends more or
less than $25,000. For our purposes, it probably shouldn®"t matter. The
$25,000 exemption for professional services contracts was intended to
provide the state®"s agencies opportunity for quick access to
professional services contractors®™ services for matters that could not

be accomplished 1in-house. As an exception to standard professional
services contracts, the exception should be reasonably, albeit narrowly,
construed. Its application and efficacy as an exception ultimately

depends, in the first instance, on the issuing agency"s estimate of just
how much it reasonably expects to obligate to pay under the specific
terms of the agreement. If that reasonable expectation comes in at
$25,000 or less, the legislature has exempted the agency from satisfying
the wusual contracting process applicable to professional services
contracts under-AS 36.98. If, as in this instance, one can look at the
terms of the contract and vreasonably calculate that the incurred
liability will exceed $25,000, the agency cannot take advantage of the
exception.

FINDING:

The combination of actual obligations imposed on the division under
the contract in question and the division®s opportunity to secure
additional services from its contractor for a period of additional days
is sufficient to define, in my mind, a probable expenditure of more than
$25,000 by the division in satisfaction of the liabilities incurred by
the department that are directly attributable to this contract. If,
relying on the exemption of AS 36.98.010(1), you sought to qualify this
contract under the exemption, 1 cannot conclude that you have properly

done so.

Whether we determine that the contract does or does not exceed
$25,000, | suggest that, in order to maintain a d”~ree of control of
agency professional service contract management, it appears that the
provisions of the department®s regulations and policy and procedure
entries should apply in full force to Department of Transportation and

Public Facilities professional services contracts. Justification of
sole source contracts appears to be required. The justification
provided for this contract 1is insufficient. Moreover, the record in

this matter does not show prior approval of the procurement method by
department officials, nor does it evidence a completed ATN for the
contract in question executed by your department.

Under either analysis, the contract was, in my view, improperly
entered into, and the complaint is, in my opinion, justified

Because they were brought to my attention in the course of
investigation, several additional factors bear brief mention.
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First, the statutory regime for professional services contractors
authorizes an agency to refer to the state"s professional services
contractors®™ register. AS 36.98.020(a); AS 36.98.030(c); 17 AAC 07.020;
17 AAC 07.030(1) and (2). You selected Hr. Wood without making that
contact or following those procedures. Moreover, quick research
discloses that Mai LInthwaite, an employee of the regional office, made
a belated attempt to add Mr. Wood"s name to the register on June 14 and
that Mr. Wood has not qualified himself on the professional services
register in the standard or usual fashion of submitting the requisite
prequalification submittal documentation. Mr. Wood®"s name 1is listed
under the heading of "Construction Management” (code 021) with a
notation that is indicative that hi”® name was added per Mr. Linthwaite"s
intervention and specific instruction. I question both your failure to
use the professional services contract register and, surely more
important, the effort to misuse the department®s professional services
contract register in so flagrant a manner.

In your June 23 memo, you stated that you expected Mr. Wood"s
dependence on state facilities and support services to be minimal. In
fact, his dependence commenced immediately upon the gentleman®s filing
of his application for a business license, which occurred on the date of
execution of the agreement. Your memorandum notes that "Mr. Wood 1is
presently a resident of Everett, Washington, but he has spent about
seven years of the last nine working in Alaska, about five of which were
as a full time resident in Anchorage, and he is presently working full
time in Alaska." Presumably, Mr. Wood sees his business contact with
the state as short-term, perhaps related to only this one project, and
does not seem to be interested in maintaining ties to the state after
completion of his work under this agreement: on his fyjc.iness license
application, he lists the Southeast Regional Office"s mailing address as
Ms ™"business location”™ address, and the Southeast Regional Office"s
telephone number as the "daytime phone number of the owner or contact".

On this point, 1 should note that, in the course of investigation,
those with whom 1 spoke indicated that the state was providing its
contractor with office space 1n the Governor s Mansion and with
necessary clerical assistance. You allude to the possibility of these

support services being provided in your June 23 memo. The provision of
these support services by the state to its contractor may be sufficient
to disallow treatment of the agreement as a "professional services
contract”™ under AS 36.98 and require that it be examined and treated as
a "personal services" contract. See in this regard paragraph 8130 of
the state Administrative Manual:

The State cannot enter into a contract with a State
employee. If a person is an independent contractor,
a contract must be negotiated and the person paid
through the general disbursement system; therefore
it is necessary to ensure an employer/employee
relationship does not exist.

An employer/employee relationship may exist 1if the
following conditions apply:
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1. The person 1is subject to the control of the
State -- not only as to what shall be done but when,
where, and now it shall be done. It is not
necessary that the State actually direct or control
the manner in which services are performed; it Iis
sufficient that the State has the right to do so.

3. The State furnishes the tools, equipment, and a
place to work for the individual performing the
services.

Next, 1 am advised that the handling of workers®™ compensation
insurance coverage under this agreement 1is not in compliance with
department practice, as indicated in Paragraph 8.3(F)(2) of Policy and
Procedure Number 28-8001. No letter signed by the contractor appears as
a matter or record. Waiver by contract addendum or by signature of the
commissioner and nf the commissioner of labor is not authorized.

Then, a question was ra. ~J regarding compliance of the contractor
with the provisions of AS 36.10.010, a so-called general ™"local hire"
provision. I understand that the applicability of this provision to
professional services agreements initiated by the department is to be
placed under active review with an attorney assigned to the department,
and therefore 1 am declining to initiate action with respect to it at
this time.

Finally, apart from or in addition to the explanation provided
above, the complaint suggests that this contract ought not tn have been
entered into, citing at least two additional reasons: (1) the
description of the principal services which served to justify the
contract - "using computerized schedul ug, and up-to-date scheduling
techniques to insure that all renovation activities are ccrd.icted in an
efficient and safe manner” - is not sufficient to warrant issuance of a
sole source contract under the criteria set out in AS 36.98.030(d)I1);
and (2) the contractor cannot clearly demonstrate on the basis of past
job experience that he can "clearly perform the required tasks more
satisfactorily” than can the division®s own Building®"s section. While
my research has touched on these matters and found some substance to
each, | have opted to treat with the investigation to this point on the
narrowest grounds presented.

Several of those with whom 1 spoke in this matter are of the view
that the selection of the contractor was improper because of the
contractor®s business relationship to a department Deputy Commissioner.
Before his retention under contract, Mr. Wood distributed business cards
to department personnel in which there was express evidence of an
earlier business partnership between Mr. Wood and the department”s
Deputy Commissioner, Fred J. Seeger, under the name "SeeWood Corp.",
bearing an Everett, Washington, address. The ™"Corporations Section”
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office of the Secretary of State for the State of Washington advised me
on July 26 and 27 that the corporation 1is registered in good stead
through March 31, 1984. On the public record readily available to me
from Washington state, Deputy Commissioner Seager now appears alone as a
principal in that business, with no evidence from Washington officials
that Mr. Wood continues to participate as a party to a current business
relationship. (The disclosure form filed by Deputy Commissioner Seeger
with the state"s Public Offices Commission confirms Mr.Seeger®"s
participation as an owner and officer in that corporation).

A December 3, 1982, Opinion of the Attorney General addresses the
subject of "Conflict of Interest.” In the absence of significant
statutory provisions, the opinion details the Department of Law"s
reasons for examination of, and willingness to apply, common law
definitions of conflict of interest to guide the behavior of state
officials. The opinion concludes:

The common law of conflict of interests aims not
only to prevent officials from actually taking
unfair advantage of their office. It also aims to
eliminate the potential for abuse and the appearance
to the public that officials are subject to
temptation. For these reasons, the courts have
dealt sternly with officials in conflict situations,
and they will continue to do sO...........

Earlier in the opinion, in a section headed "Legislator Conflicts"™ but
surely relating language of applicability to all state officers and
employee, the Attorney General quotps favorably from a 1959 law review
note to indicate the potential breadth of the common law prohibitions:

The first question does not concern classic
self-dealing, the letting of contracts by an
official to r.imselr or his relatives, associates or
company. It is a different problem described in the
following terms:

There is a great possibility that an
official who has no immediate
administrative connection with the
contract may be sufficiently motivated by
his personal interest to exert whatever
influence his position allows to pressure
the public official who 1in fact has a
direct responsibility concerning the
contract to favor that personal interest.
In this way, an official without a
personal interest in the contract acquires
a conflicting interest in the sense that
he must choose between appeasii.g the
pressuring official and properly
discharging his duties in the matter.
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Experience indicates the harm that may
flow from [this situation]. Contracts may
be awarded that are over-priced or
unnecessary, or the performance rendered
under the contract may be inferior, all
because of official favoritism, compromise
or intentional oversight. Evefi if the
abuse is nothing more than partiality in
awarding a contract, it may import an
aspect of unfairness into public
administration, engendering popular
disrespect for government.

Note, Conflict of Interests of Government Personnel:
An Appraisal of the Philadelphia Situation, 107 U.
Pa. L. Rev. 985, 987-988 (1959).

I suggest to you that, irrespective of whether the award of the contract
in question 1is regarded as the vresult of a conflict of the kind
described 1in the law school note, strict adherence to agency contract
requirements would :lude (or at least substantially reduce) the
potential that such .ivities would constitute a conflict and would
certainly guard against, claims of an “appearance”™ of a conflict.

RECOMMENDATIONS:

I appreciate that substcrtial work has been completed under the
contract 1in question, and, for that reason, am reluctant to recommend
termination of the agreement. Though your division has apparently not
relied on Mr. Wood"s skills to provide computerized management of the
project, 1 am advised by those who have been directly involved with the
project that Mr. Woods®™ efforts in support of the renovation have not
been Insignificant. Charles Matlock, acting for you in your recent
absence from Juneau as | had this matter under examination, testified in
support of the contract, claiming that Mr. Wood had skills that were
useful for this "sensitive" and "difficult” project, Ileaving those in
the Southeast Regional Office who are principally responsible for the
timely completion of thisproject confident that the renovation work is
being well-handled. Mr. Matlock suggests that, without the active
participation of Mr. Wood, the tasks would not have been handled as
smoothly and efficiently. (Indeed, Mr. Matlock was so firm in defense
of this contract arrangement that he shared with me the observation
that, while he believed the decision to retain Mr. Wood"s services to
have been yours, he was of the view that you would not have opted to
contract with him without assurance from him [Matlock] that Mr. Wood had
the requisite credentials, experience, and skills for the job.)

Nevertheless, and despite the time constraints for completion of
Mansion renovations now in place (in response to the promise of
performance allegedly mrdeby Commissioner Casey to Governor Sheffield),
for the reasons set out above, | am of the view that the contract was
not properly entered into and am persuaded that the contract should now
be invalidated. Paragraph All.2 of the contract authorizes termination
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by the state, and 1 would very much like to recommend that the paragraph
be invoked to set aside the agreement. My understanding of the work
performed suggests that, as between the division®™s own Project Manager
and the division®s on-site inspector, regular attention 1is being given
to the project. Moreover, it appears that one of the principal reasons

for which Mr. Wood"s services were retained -- his ability to use his
special skills in computer-based management of resources necessary for
the renovation project - are not, in fact, being utilized. It is

difficult to see that termination of the agreement would preclude timely
completion of those phases of the project for which Mr. Wood"s
supervisory services were engaged.

To maintain the integrity and propriety of the professional
services contracting authority granted to the department, and to blunt
the criticism of the department citing conflict of interest, | recommend
cancellation of the agreement.

Secondly, the statute (AS 36.98.020(a)) and applicable departmental
regulations (17 AAC 07.020(a)) providing for the establishment and
maintenance of a professional services contractors® vregister generally
prescribe the procedures for addition of a contractor®s name to the
register. No prequalification form was submitted by Mr. Wood. I am
recommending that his name be removed from the register until he is
properly qualified.

Next, as earlier noted, 1 am advised that Mr. Wood"s name was
included on the register at the direction of Mr. Linthwaite. This
manner of qualifying the contractor i— irregular. I ask that you verify
to your own satisfaction that Mr. Linthwaite improperly directed the
addition of Mr. Wood"s name to the vregister and, 1if your findings
conform to mine, that you formally reprimand Mr. Linthwaite (and any
others who may be responsible for the decision to qualify Mr. Wood"s
name without examination of his credentials 1in accordance with 17 AAC

07.020(a)).

Finally, I would ask for some expression from you that the affairs
of the Southeast region will be conducted so as to avoid or reduce
future claims of improper contracting by the Department of Trans—
portation and Public Facilities. May 1 have your assurance that,
hereafter, Issuance of professional services contracts will conform
strictly to applicable law. Especially would 1 like to establish as a
matter of record that the Southeast Region d.ies not regularly award its
professional services contracts with so shallow a vregard for the
department®s own professional services contracting procedures, and will
not in the future.

My first recommendation is not intended to be critical in any way
of Mr. Wood or of his performance under the contract. Moreover, there
is no evidence that he was a party to the improper addition of his name
to the register.

A regulation of the ombudsman®s office, 21 AAC 05.080, asks an
agency officer or employee to indicate within 30 days whether he will



accept and implement the finding and recommendations of the ombudsman or
reject them. In accordance with the regulation, may I hear from you at
your earliest convenience concerning my suggested disposition of this
matter before the expiration of the deadline.

You should know that, because 1 am concerned about the allegations
of continued abuse by the department in its professional services
contracting, | may pursue other aspects of this investigation apart from

the issues raised by the award of this contract.

Sincerely,

John B. Chenoweth
Ombudsman

JBC:jdt



BILL SHEFFIELD. GOVERNOR

) EL'J?\'lEBACL)J).(AlfigKA 99802
DEPARTIVENT OF TRANSPORTATION AND PUBLIC FACILITIES f PHONE:
364-4360
SGUTHEAST REGION
August 9, 1983
Jack Che;iOweth, Ombudsman JUNEAU
Pouch W0 OFFICE OF OMBUDSMAN

Juneau, Alaska 99811
Dear Mr. Chenoweth:

I have carefully reviewed your report to me on complaint J83-0683 and find
that 1 cannot agree with your conclusions or recommendations.

The matter of contracting with Mr. Jerry D. Wood to help our staff manage
the Governor®s Mansion Renovation project 1is a management decision that
involves only four basic questions:

1. Is the contract covered by AS 36.98?

2. Was the selection done according to Department of Transportation
and Public Facilities P&P 28-8000 which 1is applicable to this
contract?

3. Does Mr. Wood"s place of residence affect whether the Department
can contract with him?

4. Was there a conflict of interest between Jerry Wood and Fred Seeger?

IT the answer to each of these questions is "No" there should be no question
about the propriety of this contract.

1. Your review should have clearly revealed our concern and respect for
AS 36.98. It is mentioned several times in the correspondence and is
clearly spelled out in the contract that the total amount of the
contract may not exceed $25,000. In fact, our estimates were always
much less than the $25,000 limit, which is one reason why we were
able to consider this contract procedure. The option to keep Mr.
Wood on for an additional period should we choose was specifically
added to the contract to provide additional flexibility and still
stay within the $25,000 statutory limit. Even as written, the Depart—
ment is not obligated to spend the full $25,000. You have somehow
twisted these facts by suggesting that we deliberately subverted the
law and planned to exceed this limit from the beginning by providing
Mr. Wood with transportation and not including it in the total con—
tract value.
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I cannot disagree enough with your supposition, but, regardless, you
may be assured that his contract will not exceed $25,000 with transpor—
tation and any other extra "benefit™ we can conceive included in the
total. See enclosure #1 which further clarifies that the statutory
limit will be adhered to.

In conclusion of this point, the total amount of this contract falls
below the minimum amount of concern to the Legislature. Hence AS 36.98,
by specific exclusion of the Legislature, 1is noc applicable. Even
the Legislature recognized that for small contracts such as this one
it is not prudent to set rigid procedures on selection, etc.

2. My staff and 1 extensively discussed the applicability of Department
of Transportation and Public Facilities P&P 28-8000, We all agreed
that the only way to bring this, or any other, contractor on in the
short time available was to waive certain of the time consuming
requirements of the P&P. Waivers are specifically provided for in
the P&P for just this type of unusual and exceptional situation. It
is also consistent witn AS 36.98 which doesn™t apply to this contract.
This waiver was requested on June 23 and signed the next day b>
CommffsToner Casey. (See enclosure #2.) Hence, on this point also,
I take exception that anplicable procedures were not Tfollowed.

3. Notwithstanding the two previous questions, the matter of residency

also was of great concern. I am very much .aware of AS 36.10,010,
about which there has been considerable discussion and not much
concrete direction for years. See enclosure #3 which is our current
guidance from the Atturney General®s office and you®ll sense our
frustration.

I did not stop here, however. In order to air the question and get
further guidance, 1 prepared another memo June 23 (enclosure #4)
which provided the background of our proposal and discussed in some
detail the residency Issue. Commissioner Casey discussed the issue
personally with Commissioner Robeson and both concurred that residency
was not an issue of concern for this contract. (Note concurring

signatures at the bottom of enclosure #4.)

4. This Governor®s Mansion Renovation project is exceptionally sensitive
because 1t involves high public visibility. Everyone 1s interested
in it and many would seize the opportunity to find fault with this
particular projecv and be critical to embarrass the Governor or other
public officials. It also is exceptional because of the short time
allowed for completion. In addition to being a public facility, and
an historic bulljing, it is the home of Alaska®s Governor and he must
suffer great 1inconvenience while the work 1is being done. Finally,
the public perception that Department of Transportation and Public
Facilities does not efficiently administer projects still persists
within top levels of this new administration. For these reasons,
Commissioner Casey, Charles Matlock and 1, as managers, have been
concerned about this project getting the best possible attention and
also about using procedures above reproach. When it became apparent
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our normal lump sum contract procedures would change in favor of time
and materials contracts, the desire for additional help became even
stronger. In the course of securing this help the matter was discussed
with Fred Seeger who, incidentally, has no direct or.indirect respon—
sibility for this project whatsoever. Fred suggested Jerry Wood as
one who might be able to help. Having no other immediate suggestions,
I arranged for Jerry to come to Juneau for one day to view the project
and share the benefit of his experiences with our people. Jerry
came at his own expense except travel and per diem. During his
visit, it was apparent that Jerry could work well with our staff and
was imminently capable of helping to facilitate this project, In
the close out conference with Commissioner Casey and myself the
possibility of a Jlonger term vrelationship was first discussed.
Afterword, | checked with Charles Matlock and our buildings staff.
Charles saw, as | did, substantial benefits to this arrangement.
Other staff were less enthusiastic initially (a natural reaction),
but felt they could work well together. In addition to his strong
project management capabilities, Jerry would provide a buffer for
our staff during the project. We could learn from him how to better
administer these types of contracts and in turn Jerry could share
his views on the capabilities of our staff with top management.
Throughout this process Fred Seeger never exerted any kind of direct
or indirect pressure to hire Jerry Wood. In fact, |1 had made it
clear to Charles Matlock that 1f he had problems with this proposal
I would not authorize 1it. Hence, the tedious process of effecting

this contract came about. It 1s hard to imagine any Impropriety or
conflict of interest, vreal or perceived, that this process might
suggest.

As to the meny other 1issues you raised, 1t appears they either don"t apply
to this case or are so insignificant as to merit no further discussion. If
you see it differently 1 am available and willing to pursue It i1n greater
detail.

I welcome your detailed review of our use of consultant contract administra—
tion procejures. While 1 am sure you will not find everything perfectly
1n order, you should be assured that we are seriously concerned with the
law, regulations and procedures and always make eve»y effort to comply
fully, especially with the substantive provisions.

I am perhaps the single person who has a comprehensive knowledge of the
sequence of this matter from its beginning and can offer perspectives not
available otherwise. Accordingly, most of your concerns could probably
have been satisfactorily addressed had |1 been given the opportunity to
discuss them with you ahead of time as you are required to do in your
authorizing legislation.
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Jack, the need for this contract was perceived to supplement our staff, to
maintain a continuous work flow and provide a cohesive work force to get
the job done correctly and on time. Up to the present time, the decision
has proven to be quite beneficial to the State, to say the least.

Sincerely,

Acting Deputy Commissioner
Southeast Region

JWS/1rc

Enclosures



MEMORANDUM State of Alaska

Department o( Transportation & Public Facilities

I. r,vHoff, P. E. DATE:  August 9, 1983

Chief

Hiih 91,;; Design A Conscruetion FILE NO:
UOT/i R

TELEPHONE NO.
Charles S. Matlock Corsultant Contract
/..firs Director subject Governor®"s Mansion
s. K. 1"egion Design &cConstiuction Project No. H-79164
iXu'/lPF

insure that the Consultant Contract for

inkc the appropriate action to
including

i rt\ K."cd does not exceed the contract amount of $25,000.00,
i.tv-.ded services and vehicle rental.



Eivi0 RAN DU M State of Alaska

C-5cnrth:etm of T'd".;ocrtnton\& Pucilc Facili!lea

CiTs
Daniel A. Casey, Comrr.issi oner Juney23, 1923
Department of Transportation o
and Public Facilities Teine //
u53Lr.e NO Ab A -4347

o' :
VACITI/< N .

Jonathan W. Scribner -1 Governor B Mansion

Acting Deputy Commas loner ( Construction Management

Southeast Region Vv

In order to reduce construction time to a minimum, we have to date proceeded with
time and materials contracts with two contractors who will also have several
subcontractors. The most critical -elements 1in completing the work quickly,
efficiently and correctly will be for the State to provide a high level of
construction management.

This will prevent interfp®ence and overlaps in work by the various crews and will
insure that all work, including materials delivery will follow a detailed critical
path schedule.

In the usual type of contract, (lump sum) we are not directly Involved 1n schedul—
ing of the work since this 1s normally a basic requirement cf the contractor.

Consequently, we doubt that our 1n-hou:.e buildings people are experienced 1n
construction management to the degree needed on this project. Therefore, we
propose to retain a consultant who has proven experience end competence in this

type of work to supervise this project.

Our existing consultant selection procedures, Policy & Prodcedure28-3000,
paragraph 6.5A statas m part "...Project Manager should develop a short 1lst
based on at least three informal proposals obtained from proqualified contractors
and then obtain negotiation authority.” Additionally, this section refers to a
limit of $20,000 1n agreement cost although later legislation and administrative
code addresses contracts of over $25,000. We assumethat P&P 28-8000 should ba
changed to be consistent with law and regulations.

8ecause of the tight time frame as well as the sensitivity of renovating this
designated historical structure, we request that you approve waiving the requlre-
ment"for proposals from three or more professional services contractors, and
approve an original agreement cost not to exceed $25,000.



UuiL'-'l A. Casey
Uminissiuner,

As you know we u-." in the process of considering contracting with Mr. Jerry Wood
to help us manage construction on the Governor 3 Mansion renovation and code
upgrade project.

We have set u very ambitious completion schedule for this project, which if it 1is
to be met, will require an unusually large degree of scheduling and manpower
utilization/assignment effort.

While our staff 1is quite capable of handling this project under more normal
contracting methods and procedures, they are lacking in capability to use compu—
terized scheduling and manpower assignment techniques needed to complete tnis
project in the tighj 11.1*3 frame desired.

In looking for ways to meet this time frame we have interviewed Mr. Jerry Wood
and are satisfied that he has special skills in scheduling and experience Iir.
project management which could help us expedite the work. Ke is also a registered
professional engineer in Alaska. Although we have not solicited proposals from
Alaskan firms we feel it would be unlikely that any could provide the specialized
expertise required and be available immediately as is the case in this instance.

Mr. Wood is presently a resident of Everett Washington, but he has spent aboui.
seven years of the last nine working in Alaska, about five of which were as a
full time resident in Anchorage and he is presently working full time in Alaska.

In view of the limited time to solicit other proposals we are proposing to contract
with Mr. Wood immediately to help us manage the construction work. The contract
would be signed for less than $25,000, thus there is no need for competitive
selection under AS 36.98. He would report directly to our Buildings Design aim
Construction Staff, but would work full tine out. of the Governor®s Mansion at
the project. Occasionally, he may need to use State facilities and services to
support his effort, but this is expected to be minimal. “lhis contract would be
for professional services and Mr. Wood would represent the State®s interests as
the "owner"™ rathei than the construction contractor. The duration of the project
is expected to bo Iless than three months so it Is not feasible to select arid
hire an employee for the work.

The purpose of tnis memorandum 1Is to document the rationale for hiring Mr. Wi>xl
and to establish his relationship in the proje,o.
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Chief, Technicial Services M. J v
Design and Construction
Central Region JLLLEPMOn=

fmom . AT S
Donald W. McClImtock V/] le Wo. 220H
Assistant Attorney General Anchorage State Office
Department of__Law-*i®"Anchorage Building
Transpp-rbSTCTon Section ect No. H60090;

.//N\j do oh

By memorandum of August 24, 1981, you requested our
opinion on the following question:

Will AS 36.10.010, Employment Preference, be binding

to the winning development team in the performance of VCD
contract with the State?
as 36.10.010 Provides as follows: . «Er2c &

EMPLOYMENT PREFERENCE.

5>_ In the performance of contracts let by the
state or political subdivision of the sta
for construction, vrepair, preliminary
surveys, engineering studies, consulting,
maintenance work, or any other retention o
services necessary to complete any given

iM r- project, 95 percent residents shall be
employed where they are available and
C St'-A-S- qualified. IfT 10 or fewer persons are

employed under the contract, thea 90 p
residents shall be employed where they are
available and qualified. In all cases of
public works projects, a preference shall
given to residents.

AS 36.10.010 has not been litigated or tested for

constitutionality. However, the Supreme Court®s decision 1in
Hicklin vs. Orbeck, 437 U.S. 518 (1978) raises a substantial
question that AS 36. ..0,010 cannot survive constitutional

scrutiny. One particular defect of the statute 1is that the flat

percentage requirements do not necessarily bear a substantial
relationship to the particular evil of local unemployment that
presumably AS 36.10.010 was enacted to prevent.

The Commissioner of the Alaska Department of Labor 1is
charged with the enforcement of AS 36.10 pursuant to AS
\ 36.10.075 and .090. Xt is our recommendation that any policy
decision to enforce the employment preference statute be left
' with the Department of Labor.



Ldwin B. Thompson, A_.l.A.
September 14, 1981
Page Two

In conclusion, it 1is our opinion ..that DOT/.PF should
not attempt to _bincT~the wTrinirig"developer team by contract to
the requirements of AS 36.10.010. This memorandum of advise 1is
not- intended "to be a firm opinion regarding constitutional
issues, but is intended to be of guidance to you in your

contract process.

DWM/mjr

cc: David LeBlond
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The Honorable Helen D. Beicnc July 2s, i:9si
Commissioner, Department of  file no”
Health and Social Services % . 3,
TELEPHONE NO: © RO
Y
i SUBJECT: o _
Wilson L. Condon QRIHIOH as fto Legal
Attorney General = rexn-Tr
Daniel W. Hickey
Chief Prosecutor
By: Michael J. Stark CENTRAL REGION
Assistant Attorney General iMyicinN Or GcNE-iAL

0sS X owns**8*
ANCHORAGE. a<

You have asked us to comment on certain questions
raised regarding requirements relating to out of state
bidders for a contract to construct an addition to the
Palmer Correctional Facility.. Specifically you have asked
our opinion as to the application of:

(1) AS 08.18.011 to out of state contractors;

(2) AS 08.48.281 to out of state architects and
engineers; and

(3) AS 36.10.010 to out of state construction
e and design work e

Each of these questions will be answered 1in turn.

A. AS 08,.10.011

AS 08.18.011 makes it unlawful fcr a person to
submit a bid or work as a contractor 1in Alaska until he
has been issued a certificate of registration by the *
Department of Commerce and Economic Development. While
the registration process is relatively simple, you should
be aware that there are also bonding and insurance re—
quirements that must be met before a certificate of regit.-
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Health and Social Services

We have been informed by the Director of the
Division of Occupational Licensing and the President of
the Board that registration may be achieved by being
licensed in another state and either associating with a
state licensed individual who places his stamp on any
design work, passing a course on arctic and earthquake
conditions given by the Board, or by writing a treastise
on these subjects. The requirement for knowledge in the
permafrost area is the only one for engineers while archi—
tects must also be qualified in the area of earthquakes.
Clearly the easiest of these choices 1is associating with
an engineer or architect who 1is already registered 1in the
state and-is willing to place his registration stamp on
the design plans.

C. AS 36.10.010

AS 36.10.010 provides that in contracts let by
the state for construction, engineering studies, etc., 95
percent residents shall be employed where they are avail —
able and qualified; and where 10 or fewer persons are
employed under the contract then the figure shall be 90

percent.

As you are aware, in 1978 the United States
Supreme Court struck down the Alaska Hire Act as it
pertained to employment on the Alaska pipeline. Hicklin
v. Orbeck, 437 U.S. 518, 57 L.Ed.2d 397, 98 S.Ct. BEST””
(1978) . As a result of that decision a substantial
question exists as to the constitutionality of AS

36.10.010. Because a court has not yet ruled on this
question, the Department of Law is not in a position to
state that the law is unenforceable. However, based on

the HicklInnd decision, AS 36.10.010 is being narrowly
interpreted.

Thus, the Department of Labor has been advised
that the statute does not apply to work which is conducted
outside the state.

After the bid is awarded for the Palmer addition
project, 1f the company awarded the bid 1is located outside
the state, then you should immediately inquire whether the
portion of the construction work which will take place 1in
Alaska (i.e., actual assembly of the facility on cite) can
D0 accomplished by available and qualified Alaska resi—
dents. If the response is affirmative Chen no conflict
with AS 36.10.010 exists. If, however, the response 1is in
the negative, then under the statute as long as qualified
Alaskans are available to work, AS 36.1.0.010 would require
lheir employment. If this lat ter situation arises, the
Department of Lav; is available to advise you on the imple—

mentation of applicable _laws.
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One last point 1is wc iy of mention. AS
36.05.010 requires that previ - ing wages be paid employees
who work on public works projects whether they be Alaskan
residents or are brought in from outside the state.

If you have any questions regarding our response
to your questions, please contact us at your convenience.
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Jonathan W. Scribner, Deputy Commissioner

Department of Transportation and Public Facilities i P.0. Box 74358
Post Office Box 1467 Fairbanks, Alaska 99707
Juneau, Alaska 99802-2500 (907) 452-4001

RE: Ombudsman Complaint J83-0Cj3

Dear Mr. Scribner:

While 1 appreciate the promptness and thoroughness of your response
to my August 4 letter, | was less than satisfied in your response to the

recommendations.

.In  the intervening months, the Legislative Budget and Audit
Committee has directed a comprehensive review of.th? Governor®s Mansion
project. That decision suggests to me that the committee is interested
in the particulars of liabilities incurred and expenditures approved in
conjunction with the 1improvements to the Mansion and is not now
interested in the related questions of departmental contracting policy
and practices as 1 am.

We disagree, as we"ve discussed, as to several issues presented Iin
this complaint. I havereviewed your August 9 response in light of my
own analysis, and, in candor,l am no* persuaded that the earlier
finding should be amended.

You suggest, first, that the contract is not covered by AS 36.98,
and that 1 am guilty of "[twisting®™ these facts"” to support my
conclusion that tne department entered into the agreement by
deliberately subverting the law. May |1 respectfully suggest that the
only twisting and subversion that were done occurred in your shop, Iin
your effort, by a strokeof the pen, to alter the limit on professional
services set out in thePolicy and Procedure provision from $20,000 to
$25,000. I continue to maintain that the original document exposed the
state under the agreement to a potentifl liability of $25,000 plus the
cost of automobile rental, and that the handling of the contract was
therefore improper under applicable law.

You next suggest that the provisions of P&P 28-8000 may be waived.
Jon, under the P&P section as it was written at the time this contract
was entered into, there was simply no provision for waiver of the kind
you have suggested to cover this situation. The only authority for
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waiver involves reference to the "sole source" statutes, and it is there
provided that the commissioner may authorize a limited solicitation of
“services prior to negotiations. That was not done.

Third, while the residency issue may have been of concern to you,
for purposes of this investigation it was not. In my August 4 letter, |
related that | had declined to initiate examination of the matter.

Finally, 1 agree tnat the evidence does not support a finding of an

actual "conflict of interest” in the matter of the Seeger - Wood
relationship. I made no such finding, for 1| was not formally asked to
examine the matter. In my August letter, 1 discussed the ousiness

relationship between the two gentlemen at some length (1) to try to set
out that relationship and to put to rest the charge, emanating from
within your own department, of conflict and (2) to alert you to the
Department of Law"s December®, 1982, position relating to conflicts and,
more particularly, the "appearances"™ of conflict of interest.

On the central allegation of this complaint - that the contract
v/as entered into improperly - I stand by the earlier finding of
"justified."”

May 1| next speak to the four recommendations | offered, commencing
at page 16 of my August 4 letter?

As to the first, of course, the department did not see fit to
cancel the contract with Mr, Wood 1in response to the rationale |
presented, and, for our purposes, the matter is moot. As to the last,
your August 9 statement that "you should be assured that we are
seriously cow.erned with the law, regulations and procedures and always
make every effort to comply fully, especially with substantive
provisions,”™ will have to stand for itself. I do note that P& 28-8000
has since baen reissued.

Two recommendations remain.

On November 3, 1 received a phone call from Mai Linthwaite. Mr.
Linthwaite took 1issue with the substance of the third of my four
recommendations, offered at page 17 of the letter, which read:

[T]he statute (AS 36.98.020(a)) and applicable
department regulations (17 AAC 07.020(a)) providing
for the establishment of a professional services
contractors”® register generally prescribe  the
orocedures for addition of a contractor®s name to
the register. No prequalification form was
submitted by Mr. Wood. I am recommending that his
name be removed from the register until he Iis
properly qualified.

Next, as earlier noted, | am advised that Mr.
Wood"s name was included on the register at the
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direction of Mr. Linthwaite. This manner of
qualifying the contractor 1is irregular. I ask that
you verify to your own satisfaction that Mr.
Linthwaite improperly directed the addition of Mr.
Wood"s name to the register and, if your findings
conform to mine, that you formally reprimand Mr.
Linthwaite (and any others who may be responsible
for the decision to qualify Mr. Wood"s name without
examination of his credentials in accordance with 17
AAC 07.020(a)).

The regulation to which 1 make reference provides:

(a) The department will maintain a professional
services contractors®™ vregister. A person or firm
wishing to perform professional services for the
department may be placed on the register by
completing a prequalification form (Form 25A 272)
which may be obtained from the department®s
contracts administration office. [Empl.asis added.]

The effective date of the provision is August 11, 1982.

When he first called me, Mr. Linthwaite acknowledged that he had
contacted the contracts administration office and directed inclusion of
Mr. Wood"s name to the professional services contractors® register. He
asserts that he did so because he had been advised in a conversation
«/ith personnel of thac office some weeks previously that this was a
proper way to register a person interested in obtaining a professional
services contract.

Mr. Linthwaite and 1 met on November 7. At the time he handed me a
copy of his memorandum to the file (copy attached) which recounts his
recollection of his contacts with the contract administration personnel”
and his understanding of the inclusion of Jerry Wood"s name on the
Professional Services Contracting register.

Between Mr. Linthwaite"s original contact and his delivery cf the
file memorandum, on November 3 1 collectively interviewed the current
personnel of the department®s contracts administration office, Derwin F.
Halvorson and Coralie Sparks. I did not take their sworn statements.
It was Ms. Sparks recollection that, over a period of weeks prior to the
inclusion of Mr. Wood"s name on the professional services contractors”
register, she and Mr. Halvorson had been contacted by telephone at least
four times from Southeast regional office personnel with respect to
professional services contract register requirements. Each time she v/as
contacted, Ms. Sparks said, the questions became more specific about the
registration requirements and the inclusion of interested parties. Ms.
Sparks reported that she advised the callers, including Mr. Linthwaite,
that, when the contracts administration office receives calls from a
person or firm inquiring about registration, the name of the person or
firm is added to an "alpha" register in "open status.”
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The "alpha" register, Mr. Halvorson and Ms. Sparks explained, 1is a
device to keep track of parties indicating or expressing interest. A
party that provides a name and address 1is, in turn, mailed a copy of the
prequalification form, 25A 272, properly titled the "Prequalification
Submittal™. It is not until that form or "Submittal™ 1is completed and
returned to the contracts administration office that there is sufficient
information available to personnel in that office to place the person or
firm making application into a category and discipline. Ms. Sparks
indicated that the <alpha" register 1is an intraoffice reference that
does not serve as the basis of providing professional services
registration certifications to personnel of other divisions, and cannot
be validly construed as "the register” intended by the statute and

regulation. Ms. Sparks stressed that she has repeatedly advised that
inclusion on the register cannot be only by request of department
employees. In her explanation to me, she was certain that there should

be no confusion on these points.

Mr. Halvorson acknowledged at least two telephone contacts in
mid-June from Mr. Linthwaite. In the first, Mr. Linthwaite specifically
directed inclusion of Mr. Wood"s name on the professional sen/ices
contract register. Mr. Linthwaite specified that Mr. Wood"s name was to
be included™in the discipline of "Civil Engineer" and in category "021",
that is, as | understand, "contract management.”™ In his second, coming
apparently 24 hours later, Mr. Linthwaite specifically requested the
professional services contracts register that displayed that discipline
and category. His second request, Mr. Halvorsen implied, was made with
the expectation that Mr. Wood"s name would appear on the list.

On November 3 1 had the opportunity to review the current register.
Inspection revealed that there has been no new information provided in
support of Mr. Wood"s inclusion on the register. No Prequalification

Submission form has ever been completed. Mr. Wood"s name is still
maintained on the register, in contraversion of the requirements of your
department®s own regulation. I reiterate the second recommendation of

my August 4 letter: the gentleman®s name should be removed.

As to Mr. Linthwaite"s objection: In our telephone conversation,
Mr. Linthwaite acknowledged his directing the inclusion of Mr. Wood"s
name. The source of the directive has been verified by Ms. Sparks and
Mr. Halvorson. I see no genuine dispute as to the fact that it was Mr.
Linthwaite who directed the addition of Jerry Wood"s name to the

register.

The unsworn statements of Ms. Sparks and Mr. Halvorson suggest that
Mr. Linthwaite was quite specific 1in his orders. He directed Mr.
Halvorson to include Mr. Wood"s name on the list of one category and
discipline, and it appears that this was done.

When he provided me the copy of the file memorandum in our meeting
of November 7, Mr. Linthwaite noted that the professional services
contract register now serves a purpose different from the department”s
prequalification list that he had used in years past. I noted that the
change 1in purpose came as the result of the change of statute (Ch. 144,
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SLA 1982) and by the department®s addition of regulations, to implement
the statute.

I respectfully suggest that Mr. Linthwaite®s directive violated the
procedures set out 1in 17 AAC 07.020(a). Whether Mr. Linthwaite acted
with actual knowledge that, 1in directing the inclusion of Jerry Wood"s
name to the register without submission of the required form, his action
did not comply with the requirement of the applicable regulation,
whether he was erroneously advised in this matter, or whether there was
a legitimate misunderstanding on the part of Mr. Linthwaite are, to my
mind, factors bearing on imposition or mitigation of discipline of Mr.
Linthwaite"s actions. I reiterate the third of my recommendations:
Verify to your own satisfaction that Mr. Linthwaite improperly directed
the addition of Mr. Wood"s name to the register and, 1if your findings
conform to mine, formally reprimand Mr. Linthwaite and any others who
may be responsible for the decision to qualify Mr. Wood"s name without
examination of his credentials 1in accordance with the applicable

regulation.

Incidentally, 1 do not vregard the matters of violation of
departmental regulation and the statute on which it was based as
"insignificant,” and | am confident that the legislature does not share
that evaluation and would not readily accept your categorization.

In closing, as an observation that may be of some benefit to you Iin
the management of this region, there seems to be continuing degree of
confusion concerning applicable contracting authorities. As an example,
when 1 advised Mr. Linthwaite that P&P 28-3000 had been reissued over
the signature of Deputy Commissioner Fred Seeger on October 20, he was
not aware of the issuance of the amended provision. At least within the
Southeast Region, you may want to make it a point to keep the division
directors and senior staff apprised of these important procedural
changes relating to professional services contracting.

In our last phone conversation, November 3, you reiterated your
invitation to meet with me on matters in which we are in disagreement.
If there remain matters that you believe can be resolved, may | suggest
a meeting in the week of November 14, at your convenience? Otherwise,
may 1 receive a formal reply from you in response to my request for
reconsideration of the two recommendations set out above by November 28.

Sincerely,

John B. Chenoweth
Ombudsman

JBC: jdt
Enclosure
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M. A. Linthwaite subjec - contact with the

Chief, Technical Services ) Ombudsman
Southeast Design and Construction

Yesterday, for the first time, | read a copy of the Ombudsman®s Report on his
investigation on the Governor®s Mansion Renovation dated August 4 , 1983.
Shortly after reading the report 1| called the Ombudsman, Jack Chenoweth, U>
require on what information he based his recommendation concerning me.

I explained that a few weeks prior to any mention of Jerry Woods, 1 had
called Coralie Sparks, at Charles Matlock®"s request, to obtain some packets
which we could mail to consultants who called in/rather than have them call
back to her. She explained that they wanted to be aware of anyone who
received a packet and the only way they could control them was to mail them
out themselves.

She further explained that her office would gladly take the name and address
from us, and mail a packet out to a consultant, and add the consultant®s name
to the register, pending receipt of the completed packet.

When Jerry Wood % name was first mentioned to me, Mr. Matlock asked how Woods

mould get on the register. I told him what Coralie said, and after we
, eviewed his resume, we decided that he could probably get on the register
under the Construction Management (CM) section. I then called the Contracts

Administration office to have a packet sent to him and have his name added to
the register.

It was a few days later when Wood"s name came up in regards to a contract for
construction management on the Governor®s Mansion. At that time, Jay Davis
received a printout of the CM register and Jerry Wood"s name was there, with
a notation that 1| had requested he be listed there. I told Jay at the time
that 1 didn"t see anything wrong with that, as I only followed the procedure
outlined by Contracts Administration.

The Ombudsman advised me that he would Investigate further to determine, if
in fact, his recommendations were correct. He stated that he would get back
to me within 10 days.

I only wish 1 could have seen the Report at an earlier date, so I could have
had this matter cleared up more timely.

MALZjw

c: John B. Chenoweth, Ombudsman, State of Alaska
Donald D. Dieckmeyer, Director, Southeast Design and Construction,
Department of Transportation and Public Facilities
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Re: Ombudsman Complaint
J83-0683

Mr. Jack Chenoweth, Ombudsman
Office of the Ombudsman

Pouch WO

Juneau, Alaska 99811

Dear Mr. Chenoweth:

I have now received your second letter on Jerry Wood"s contract without
the opportunity for discussion. It- is mcst frustrating to read of the
complaints, your interviews with others and your analysis without the

courtesy of personal discussion.

Nevertheless, the following response to your continuing concerns Iis
again offered:

I suppose as long as you are convinced that Jerry Wood"s contract had the

"potential” to exceed $25,000 we can never agree on its propriety. No
where in the development of this contract was it anticipated the contract
would exceed $25,000. The record contains several vreferences to this

effect which, 1inexplicably, have received no consideration by you. All
of our cost estimates to do the work were well below $25,000 and we did
not fabricate unrealistic estimates to subvert AS 36 or 17 AAC. 07, as
you conclude. AS 36.98 and 17 AAC. 07 simply were not applicable because
they apply only to contracts exceeding $25,000. That is why P & P
28-8000, albeit dated, was the only document applicable for this selec—
tion process.

P&P 28-8000 provides different procedures for each of three levels of
agreements: > $2,500 but < $20,000; > $20,000 but < $100,000; and >
$100,000. A departmental review was done earlier which, among other
things, recommended the $20,000 limit be raised to $25,000 to be consis—
tent with AS 36.99 and 17 AAC. 07. The P &P was finally changed offici—
ally on October 20, 1983.

Neither the procedures for contracts < $20,000 nor for contracts > $20,000
could be met given the urgency to proceed. In such cases paragraph 5.2
provides: "When determined by the Commissioner of the Department of
Transportation and Public Facilities to be in the best interest of the
State, this procedure (P&P 28-8000) rnay be waived."”

55A.T27LH
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Given the need for this contract; there was no question that a waiver of
the entire procedure would have been granted by the Commissioner had it
been requested. In retrospect this may have been cleaner, but we wanted
to preserve as much of the procedure as we could reasonably expect to
accomplish and still enable the job to get done. That is why a "limited"
waiver was requested of the Commissioner 1in accordance with P &P 28-8000.

With the waiver approved, we proceeded to develop and execute the contract.
The construction was to be complete September 2, 1983; hence it appeared
reasonable that Jerry Wood®"s work, including any outstanding paperwork,
etc., could Se completed by September 15, 1983. These costs amounted to
a firm fixed price of $21,100. Since we were still well below the $25,000
trigger for AS 36.98/17 AAC. 07 we decided to add an option to keep Jerry
Wood on at the rate of $300/day for a maximum of 13 days just in case we
ran into unanticipated problems in completing the construction and Jerry
Wood"s services were still needed. In addition, the "Maximum Amount"
possible for payment under the contract was $25,000 to very clearly
distinguish this contract from falling under AS 36.98 and 17 AAC. 07.

Not until you raised the question, was there even a hint that nonmonetary
services provided iri the contract might be construed as falling within
the "total amount of the contract™ contained in AS 36.98. No where in
AS 36.98 can | find a definition of "total amount of the contract™ in AS
36.98 to support your position. I would suggest that "total amount of
the contract”™ refers to the actual dollars the State is obligated to pay
a contractor and that the cost of other services like car rental would
not be included because these costs would be incurred whether or not a
contractor was involved.

Regardless, it seemed pointless to argue, so instructions were 1issued
Immediately to ensure that the "total amount of the contract™ including
such things; as car rental would not exceed $25,000.

On the question of residency, further vresearch has revealed that AS
36.10.010 applies only to employees. Jerry Wood was a proprietor or
employer, not an employee. There is no issue here.

The conflict of interest question 1is still unresolved, apparently. My
understanding is that common law conflicts of interest, actual or appar—
ent, exist primarily when there is a potential for gain from an actual

business relationship. The Department of Law, 1in its proposal to the
last legislative session to clarify this 1issue suggested that to avoid

any "appearance™ of conflict of interest there should be no business

relationship for at least six months. In this case there was a clean
break in the business relationship between Jerry Wood and Fred Seeger of
well over two years, long before either of them had any idea they would

be working with the State of Alaska.



Jack Chenoweth -3- November 14, 1983

I agree that anytime there 1is a "perception”™ or "appearance"” of iffjproprie-
ty there 1is cause for concern. But if we based all our decisions on
certain people®s ‘"perception™ of a problem, one can vreadily 1imagine
government coming to a virtual standstill.

It is regretable that a copy of the gentlemen®s business card from their
previous relationship received such wide circulation, but it hardly seems
appropriate or responsible to use that as a basis for suggesting the
contract be terminated.

Regarding >our two remaining recommendations:

1. Removal of Jerry Wood"s name from the department®s register was re—
quested November 14, 1983. No action was taken previously because
the register played no part in the hiring of Jerry Wood, since the
contract was not over $25,000.

2. No action was taken to reprimand Mr. Linthwaite previously because
the contract was not over $25,000 and a register was not required.
Also departmental procedures for prequalification were virtually
useless.

Obviously, you have gone to considerable effort subsequent to your
first analysis on this 1issue which suggests further examination Iis
appropriate. I also accept this, recommendation and will report to
you on the actions taken when my review is complete.

Sincerely

Jonathan W. Scribner
Deputy Commissioner

sh
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Southeast Region
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and Public Facilities *, "reABHION:.-.-465-3600

.. filejjo- "366-124-84

#0M. Norman C. Gorsuch \ -- subject. Revj.ew of depart-
Attorney Genei*cjJ_<CL™/ *e ment®s project man-
f \J agement contract for
Rv: Diane T. Colvin/ conflict of interest

Assistant Attorney General
Department of Law

You asked us to review the contract award made to Jerry
D. Wood by the Department of Transportation and Public Facili—
ties. Mr. Wood was hired in conjunction with renovation of the

Governor®s mansion to provide project management services. On
August 4 the Ombudsman 1issued an opinion 1iIn- response to a com—
plaint received on the project services contract. One of the

Ombudsman®s findings was that the contract involved a conflict of
interest, because of Mr. Wood"s business relationship with Fred
Seeger, Deputy Commissioner, Department of Transportation and
Public Facilities. You have asked us to review the conflict of

interest issue.

According to your response of August 9 to the Ombuds—
man, Mr. Seeger suggested Jerry Wood for the management services
project initially. After that recommendation was made, you claim
that Mr. Seeger had no further 1involvement in the award of the
contract to Mr. Wood. You hava also 1informed us that although
Mr. Seeger and Mr. Wood did have a prior business relationship,
that relationship was severed at least two years ago.

As you may know, the applicable standard for conflict
of interest is the common law. This 1is a strict standard, pro—
hibiting not only actual conflicts of interest but also requiring
avoidance of even the appearance of 1impropriety. See 1982 Op.
Att"y Gen. No. 15 (Dec. 3).

Based on the facts you provided, we find no conflict of
interest in the award of the Wood contract because Mr. Seeger did
not and could not benefit as a private person from the contract.
The issue arose because of the previous business relation between
the two individuals. However, 1if as you state, the relationship
was severed two years ago, the potential for conflict is tenuous.
Even under the common law, the amount of time 1involved here
between the business association and the award”f” t'hc pontrg”t
diminishes the oossibilitv of a conflict. i
HkUwuvwv CuU

NOV 22 1983

_ JUNEAU
OFFICE OF OMBUDSMAN
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366-124-84

The conflict issue 1is, unfortunately, enhanced in this
case because the Wood contract was awarded on a sole source
basis. While there may have been justification for sole source
in this particular instance, it would have been preferable, had
time and circumstances allowed, to solicit proposals in order to
avoid raising the issue of conflict of interest.

If you have further questions, please contact us.

DTC:eja
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Jon Scribner, Deputy Commissioner
Southeast Region o P.0. Box 74358
Department of Transportation Fairbanks, Alaska 99707
Post Office Box 1467 (807) 452-4001
Juneau, Alaska 99802

RE:  Ombudsman Complaint J83-0683

Dear Mr. Scribner:

I have had an opportunity to review your November 14 reply. 1*m
aporeciative of your action and proposed action with respect to the
specific recommendations resubmitted for your consideration.

There is no disagreement between us in the matter of the perception
that Mr. Wood"s contract constituted an actual conflict of interest, and
I don"t know that there ever was. Assistant Attorney (aeneral Colvin-®s
conclusion 1in her November 16 opinion supportsyour point. Ms. Colvin
adds a caution, advising that, in order to avoid raising the conflict of
Interest issue, "it would have been preferable, hcd time and
circumstances allowed, to solicit ©proposals . . . ." It 1is the
appearance of irregularity to the public, I respectfully suggest, with
which she is, and | had been, concerned.

Though not part of the complaint from n\y perspective, you and I
have given attention to the issue of compliance with the "Alaska hire"
provision, AS 36.10.010. In your November 14 Iletter, you assert that
". . . further research has revealed that AS 36.10.010 applies only to
employees [and that] Jerry Wood was a proprietor or employer, not an

employee.™ 1 am advised that the last, most comprehensive opinion on
the subject of the application of the "Alaska hire" provision was issued
on September 12. I am enclosing a copy and, while the opinion 1is a

technical discussion not directly relevant to the Department of
Transportation and Public Facilities, | direct your attention to the
discussion at pages 5 - 8 of consultants®™ and related contracts. The
Alaska Department of Labor 1is drafting regulations to interpret the
provisions of AS 36.10.010. Randy Carr, a statewide supervisor for the
Department®s Division of Labor Standards and Safety, this week advised
me that the draft of the proposed regulations does exempt or exclude
from the provisions of AS 36.10.010(b) certain professional services and
consultant®s services provided under contract by a professional services
contractor under agreement with u state agency.
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I am addressing this matter to emphasize that, if | understand Mr.
Carr correctly, the Department of Labor®"s proposed regulations will
distinguish between kinds or types of contractors, and not merely on the
basis of the employer-employee relationship. Those proposed regulations
are due to go to public hearing. Because they may bear upon the kinds
of contracts entered into by the division directors and others employed
in your department®s Southeast Region, you may want to review these
regulations as they become available.

Finally, between us there remains a difference of opinion as to the
matter of the cost or value of the original contract between the

department and Mr. Wood.

Assuming, as you have suggested 1 should, that the contract, before
its amendment, was one that did not exceed $25,000, Commissioner Casey's
June 27 signature of a waiver may fulfill the requirements of the
statute (AS 36.98.030(d)). While 1 would like to offer a supportive
conclusion, my review of the record leads me to conclude, again, that it
is far from clear that the commissioner®s signature of the waiver
complied with either the letter or the spirit of the companion
regulation, 17 AAC 07.030, as I discussed at pages 9 - 11 of my August 4
letter.

I was heartened by our discussion and the content of your November
16 response to the criticisms and comments provided in the Internal

Review conducted by Bob Janes. From the perspective of this office, 1
appre- *te the attention you have given the matter. Please know, too,
that . members of the staff with whom |1 spoke have also given the

matter their goodcooperation.

I propose toadvise the complainant of the attention given to this
complaint and conclude the investigation.

Sincerely,

John B. Chenoweth
Ombudsman

JBC:pjc

Enclosure



2SA.T27LH

BILL SHEFFIELD, GOVERNOR

P.O. BOX 1467
JUNEAU. ALASKA 90802

SOUTHEAST REGION (907) 364-4360

January 12, 1984

Re: Governor®"s Mansion
Project

Mr. Jack Chenoweth
Office of the Ombudsman
Pouch WO

Juneau, Alaska 99811

Dear Mr. Ch

Thank you fur yuur December 9, 1983 letter on the Governor®s Mansion
project. 1 feel good, after finally having an opportunity to discuss
your concerns, that we seem to have reached a mutually satisfying under—
standing on all 1issues except whether Jerry Wood"s contract was subject
to AS 36.98.

I would first like to report to you on your November 9 recommendation as
promised in my November 14, 1<83 letter:

1. Jerry Wood"s name was removed from the register.

2. After reviewing how Mr. Wood"s name came to be placed on the Profession—
al Services register, | have determined not to reprimand Mr. Linthwaite.
The enclosed memorandum from D. D. Dieckmeyer summarizes the basis
for my determination. I have shared this information with Ron Lind,
Director Administrative Policy & Fiscal Management. The Contracts
Administration Section reports to Mr. Lind. He agrees with my deter—
mination and the information has been provided to him for any action
he may deem appropriate.

Finally, your firm position that AS 36.98 was applicable to the Jerry
Wood contract without acknowledgement or consideration of the proce—
dures used or the intent continues to concern me deeply because 1t falsely
portrays a flagrant disregard for State law So, 1 asked the Attorney
General®s Office to review this matter. I would like to share with you
the enclosed response which supports the propriety of our actions.

Sincerely

Jonathan W. Scribner
Deputy Commissioner

Enclosures
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MEMORANDUM- State of Alaska

Department of Transportation & Public Facilities

Jonathan V* Scribner confidential OATS: December 1, Ik &3
bepucy Commissioner

Southeast Region - HE NO:

shic-oio

-, /S'm/ -
" el Qs SUBJECT: . .

0. L>. Pieckmcvyer, Dirp<*tor Professional Services
*S.K. Region Design A Construction Cbntractors Register

Reference: Letter J. B. Gienoweth to J. w. Scribner, dated November 3, IfJRB;
lie: Onbudscran Cotnplaint JS3-06S3

I have reviewed the above referenced letter with regard to the recarsnandation
that M. A. LLntnmite be reprimanded for directing activities 1in violation of
statutes and regulations tbhat relate to tne Department3 Professional Services
Contractors Register.

AS 3«.y«.020(a) and i.7 AAC 07.020(a) vrequire that a professional services
contractors register be establisned tu:d maintained by the Department. Regulations
further define the requirements that must be r«t in order for a contractor to be
placed on the register.

At issue is the clain that "Mr. LIntnwaite directEsl the addition of a contractor
to the register without requiring the contractor to met the regulation require—
ments.

I sniwat the following;:

1) Responsibility for the traintenanco of the Deijartnent"s Professional Services
Contractors Register |Is assigned to the Chbntiact Administration Section
within the Standards b Statewide* Programs grentp. Employees of the Contract
Administration Section are solely resporajible for maintaining the integrity
of the rrgis ter.

2) Employees within the Contracts Administration Section acknowledged that tttoy
knew tire exact requirements that must be met in cMer for -i contractor to be
placed on the register.

3) /<JT"loyces mmAithin tin; (.lontrncts Administration Section contend that they re~
;*atedly advised that Inclusion on fl>e register cannot he oriv hy request
ol department employees, and r.ney were certain that then; vas no confusion
on the point.

4) lvnnlcyoes of ttiri Contract Acimlnistration flection am not accountable to o.tvofK*
In the Sattncu.«storn Region, nor ire they responsible for receiving direction
ircrn anyone in the "eJnthenstern Region.

><r, Linthwaite .s an rsnplewwfc of tne Mono eastern Region and, thew fore, has
no authority to uireci tne netlvlrtes of «*-r»i0O7¢*?s witnin Ud (Vjfitraots
Administration IVetion.



