PROCUREMENT POLICY BOARD MEETING
December 16, 2004
2:00 p.m.
Conference Room 410
1151 Punchbowl Street
Honolulu, Hawaii 96813

Members Present

«Gregory King, Vice-Chair, Interim member
~Russ Saito, Secretary
~Gordon Ing, member
Claire Motoda, member
Winifred Odo, member
~Myron Tong, member

Members Excused
Richard Totten, Interim member

Others :
Aaron Fujioka, State Procurement Office
Ruth Yamaguchi, State Procurement Office
Justin Fo, State Procurement Office '
Mara Smith, State Procurement Office
Sharon Koga, State Procurement Office
Colin Tanaka, State Procurement Office
Cheryl Oho, State Procurement Office

Pat Ohara, Attorney General’s Office

Chris Butt, Department of Education

Eric Tsugawa, Case, Bigelow & Lombardi
Al Kanno, Safety Systems

Clifford Higa, One Shot Supplies

Bill Short, Building Industry Association
Russ Miyake, University of Hawaii

Duff Zwald, University of Hawail

Denny Sadowski, Co-Ha Builders/BIA

Call to Order

Vice-Chair Greg King called the meeting to order at 2:10 p.m.

Procurement Policy Beard Meeting Page 1

December 16, 2004



Prior to the approval of the minutes, Mr. Aaron Fujioka, congratulated Mr. Greg King on
his reappointment and informed the Board on the appointment of Mr. Richard Totten as the
newest board member. Mr. Totten is the senior legal advisor for the United States Army Corp.
of Engineers, Honolulu District. His primary emphasis is in the area of federal procurement law
fiscal law issues and litigation relating to military construction projects.

>

Mr. Fujioka also presented to the Board a hard copy of their bios currently on the SPO
website.

Minutes
Maotion

Mr. Gordon Ing made a motion; seconded by Mr. Myron Tong to approve the minutes of
the meeting held on April 22, 2004,

The minutes were approved as distributed.
Administrator's Report

Mr. Fujioka updated the Board on three processes the State Procurement Office is
handling. The first is the Hawaii Electronic Procurement System. They have met with the
contractor, Systems Engineering, Incorporated and are currently loading the system. The pilot
phase is scheduled to begin in January with training for vendors and the Departments of
Accounting and General Services and Transportation.

The purchasing card (pCard) program is continuing to expand. There are currently over
1100 cards distributed within the State and other jurisdictions. For this year there have been
approximately 34,000 transactions, which is estimated to be less than 10% of the total purchase
orders that are being processed currently. The 34,000 transactions translate into over $3 million
in efficiency savings compared to processing paper purchase orders.

The third item 1s the central validation system that impacts the interim rule Section 3-
122-112, HAR responsibility of offerors. The current process is, upon award the government
agency must obtain from the vendor/contractor compliance certificates they obtained from the
Departments of Labor & Industnal Relations, Commerce and Consumer Affairs, Taxation and
Internal Revenue Service. This process requires hardcopy documents that are attached as part of
the requirement for a contract as well as for contract payment. The concern has been for small
purchases, there will be an enormous amount of documents being generated. Currently the IRS
produces approximately 60,000 tax clearance certificates per year. Incorporating the small
purchases, this could quadruple. This does not take into consideration the other certificates
needed. The SPO is currently working with the state portal contractor, Hawaii Information
Consortium, in conjunction with the Departments of Labor and Industrial Relations, Commerce
and Consumer Affairs and Taxation and the Internal Revenue Service to create a system whereby
vendors/contractors may complete or fulfill their responsibilities online. In turn, the government
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agency needing to verify compliance may also go on line to obtain a “universal certificate”
showing compliance with state laws. The system will not be ready by January 1* and there is a
concern about the administrative burden that will be placed on the vendors and government
agencies.

The final portion of Mr. Fujioka’s report was on Act 216, passed during the 2004
legislative session. This act addressed debarment and suspension primarily adding 10 additional
factors to be considered prior to any debarment action. It also specified that small purchases as
established under section 103D-305, HRS, are required to meet the compliance requirements of
section 103D-310, HRS. Act 216 also repealed 40 different sections of the Hawaii Revised
Statutes in regards to entities, programs having statutory exemption from the public procurement
code.

Old Business
Executive Session: The Board went into Executive Session at 2:30 p.m. to discuss a draft
response to Safety Systems, Inc. The Board agreed upon a response. The Executive Session

ended and the regular meeting continued at 2:42 p.m.

Vice-Chair King stated the outcome of the executive session was that a letter would be
forthcoming in response to Safety Systems in a day or two.

New Business
For Action

Mr. Fujioka stated that changes were made to the interim rule section 3-122-112, HAR:
» Changed subsection (d) numbering to clarify the final payment process; and
* Inserting small purchases into the compliance requirement process.

Mr. Gordon Ing made a motion; seconded by Ms. Winifred Odo to approve the above
interim rule. The motion was unanimously passed.

The last item on the agenda was the draft procurement directive amendment which
provided guidance on implementing section 3-122-112, HAR, has been changed to reflect a new
directive, rescinding the original directive. The SPO felt it would be clearer for agencies to refer
to one updated document as opposed to the original directive along with amendments.

Ms. Claire Motoda made a motion; seconded by Mr. Myron Tong to approve the draft
directive. The motion was unanimously passed.

Next Meeting

The next meeting will be at the call of the chair.
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Adjournment
There being no further business, the meeting was adjourned at 3:07 p.m.

Respectfully submitted,
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Date : RUSS K. SAITO, Secretary
Procurement Policy Board
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