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Small Business Utilization Council Meeting

MINUTES OF REGULAR MEETING
March 3, 2008
No. 1 Capitol District Building — Conference Room 436

1. Callto Order - Chair Liu called the meeting to order at 1:05 p.m., with a quorum present.

MEMBERS PRESENT:

= Theodore E. Liu
Russ K. Saito
Kalbert Young
Wallace Rezentes
William Takaba
Aaron Fujioka

ATTENDEES: ABSENT MEMBERS:
= Patricia Ohara = Mary Patricia
= Jessica Horiuchi Waterhouse
= Andrew Poepoe = Brennon Morioka
= Pearl Imada-

Iboshi

Karen lwamoto

Justin Fo

Michael Hiu

Ryan McCartey

Dori Palcovich

llene Deutsch

2. Approval of December 13, 2007 Minutes — Minutes of the December 13, 2007 SBUC meeting were
approved as amended.

3. Discussion of Department of Accounting and General Services’ recommendation to the State’s
Procurement Policy Board regarding the Supplement to Small Business Preference Program Rules, HAR
Chapter 3-124-73.1, “Implementation of Small Business Heads of Purchasing Agencies” — Vice Chair
Saito indicated that HAR Chapter 3-124-73.1, which provides changes in set-asides, has now been rolled
into new rules that were previously adopted. He provided background information to the newer members
and explained that the State’s Procurement Policy Board (PPB) has authority to issue interim rules. Once
interim rules are adopted, they are in effect for eighteen months. He explained that last year when the
small business preference program act was approved, interim rules were adopted to effectuate the act.
The PPB has now approved combining the supplement with the existing rules which has become a new
eighteen month interim rule; within that eighteen month period public hearings are required.

Member Fujioka explained that the new rules were issued today, March 3", He distributed a copy of
Procurement Circular No. 2006-11, Amendment 1, for department heads outlining this information, and
noted that the interim rules were filed with the Lieutenant Governor’s office. The new rules will be
effective through September 3, 2009, and this Council has eighteen months to work with these new
interim rules until they become permanent. Prior to public hearings, the Small Business Regulatory
Review Board is required to review the rules. If public hearings result in substantive rule changes, the
process would be repeated with new public hearings. Vice Chair Saito stated that based on these rules,
the procurement officers are currently allowed to create their agency’s own set-asides. He also stated
that a few months should be given to see what types of set-asides are given, and during this process,
Council members should address and implement any issues that may surface. After much discussion, it
was decided that after six months, the members will assess the process and determine if any changes to
the interim rules would be necessary.



4. Discussion of Memorandum to the Procurement Policy Board from Aaron S. Fujioka, dated December 20,
2007, “Comments and Recommendations,” regarding HAR Chapter 127, Small Business Preference
Rules (Interim) — Member Fujioka explained that this document was provided to the PPB referencing a
chronology of events as to occurrences over the past two years as well as concerns on behalf of various
jurisdictions. The document also includes ideas for amendments and justifications regarding the interim
rules. Going forward, other concerns and ideas will be provided to the PPB for information purposes.

5. Discussion of Memorandum to the Procurement Policy Board from Aaron S. Fujioka, dated January 29,
2008, regarding “Recommendations” — See agenda item 4 for discussion.

6. Discussion of Proposed Action Plan for Identifying Set-Asides and Areas for Subcontracting — Chair Liu
explained that this Council is very much open to additional thoughts and ideas in order to identify a
process in future growth areas or emerging sectors in Hawaii that will help to sustain the quality of life.

He stated that the idea is to engage in a study looking outwards of thirty, forty, and fifty years in areas that
may include alternative and renewable energy, energy conservation and efficiency, informational
technology, and software development, among others. He explained that Ms. Pearl Imada-Iboshi,
Administrator at the Department of Business, Economic Development, and Tourism’s (DBEDT’s)
Research and Economic Analysis Division, pursuant to legislative mandates, has broadened the
division’s outreach to research and collect data on the emerging growth of Hawaii’'s economy. Ms.
Imada-lboshi explained that two studies are currently being performed; one with the Hawaii Science
Technology Council and the other with a group from Boston. The latter is looking at various cluster
analyses as to where Hawaii is strong in terms of the various industries as well as the supporting
industries that purchase from it. She noted that the energy area has shown strength in both studies;
these studies would serve this Council very well as the basis of reviewing various sectors in regards to
identifying set-asides. Chair Liu suggested that anyone that has any thoughts or ideas regarding industry
cluster areas including the neighbor islands that would be an emerging sector to include in these studies
to let this Council know. The studies will likely be completed in a few months; at that time, they will be
presented to this Council. Vice Chair Sato added that while the process is to determine those segments
for which it is mandatory to have set-asides or sub-contracting requirements, it does not preclude state
agencies from creating their own set-asides that are deemed necessary.

7. Discussion and recommendation for approval of the draft Small Business Utilization Council Annual
Report — Chair Liu explained that this Council is required by statute to prepare an annual report. As the
first year was a start-up year, the report largely summarizes monthly meetings. While the members have
been unable to provide amounts expended on contracts, going forward, this area as well as targeted
geographical, industrial, labor pools, and any successes or issues to be identified for recommendations,
will be focused on. It was suggested that the message at the beginning of the report be from the
members and include the members’ pictures and names. Vice Chair Saito recommended that the
members approve the annual report subject to any other non-substantive changes provided by the
members in one week; the members unanimously agreed.

8. Discussion and update of draft Administrative Directive — This item was discussed and incorporated with
agenda item #9.

9. Follow-up on discussion of proposed training courses on procurement processes and procedures made
available to each agency — Chair Liu stated that while the small business preference rules are now
developed with enough specificity, this Council clearly has a lot of work to undertake to educate the
agencies regarding the program. Much discussion ensued on this topic. Vice Chair Saito explained that
clarity of the procurement procedures is necessary; he volunteered to partake as a member of a taskforce
to create a training process. He also noted that the Federal Small Business Administration (SBA) is
heavily involved in procurement training and opined that perhaps the SBA and the State could combine
their knowledge and put together a training package particularly since the State’s rules are based on
federal guidelines. Mr. Andrew Poepoe indicated that this is a complicated topic and the federal
procurement training may be different than the State. However, it was noted that because the State’s
rules are mirrored from the Federal rules, Chair Liu suggested that Hawaii Procurement Institute (HPI)
help tailor the training to fit the state’s requirements.

Chair Liu explained that it is important for the Governor to express in an administrative directive that this
program is essential and that there will be introductory workshops scheduled for procurement officers or
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designees. As this training is necessary to have the agencies begin the program, Ms. Horiuchi suggested
that a training panel may be an appropriate route to take; for example, the panelists may include a
representative from SBA and HPI. She noted that the reason the three agencies, DBEDT, Department of
Accounting and General Services, and Department of Transportation, were chosen to be included as part
of this Council, was because of the directors’ wisdom and procurement experience. Chair Liu stated that
the Governor will hold a cabinet meeting soon and suggested that he, Vice Chair Saito and member
Morioka approach the Governor about pursuing an initial administrative directive; the directive would
include an announcement for an initial one or two hour training program. Chair Liu suggested that this
training could include a segment on sub-contracting and set-aside among other items. Mr. Poepoe noted
however that because of its complexity, procurement training would more realistically be for two days
rather than two hours. He also noted that it is best to include people with procurement work experience in
the training as questions are generally focused on specific work-related issues; he added that Federal
procurement training is generally two weeks. At the next Council meeting, Chair Liu will bring forth the
results of the administrative directive initiative to the Governor back to this Council for review and
discussion.

Follow-up on discussion of potential pilot programs — Vice Chair Saito indicated that he has several
different programs that he will be implementing that directly support the Commission’s goals which are
applicable to either set-asides or sub-contracting. He explained that because most of the energy projects
are too large for small businesses he is planning to create sub-contracting requirements for those
projects. He also explained that the Governor has an initiative that by 2010 all requests for information in
State government will be “on-line,” unless prohibited by law. As this will take a tremendous amount of
computer programming application development, Vice Chair Saito sees this as directly applicable to a
current need for set-asides. Chair Liu suggested that the public housing area be included in a pilot
program. In regards to infrastructure, Vice Chair Saito explained that the refurbishing and replacing of
existing facilities should be looked at as a potential pilot program. He noted that the University of Hawaii
will be performing $400 million worth of refurbishment work and the Department of Education will be
performing $500 million worth of work. He also noted that the agencies and counties are free to do all the
sub-contracting and set-asides they want because the rules allow it; additionally, it can be in any area that
is even unique to the counties.

Update on video-conferencing for upcoming SBUC meetings — It was discussed that although video-
conferencing can be done, the scheduling of the neighbor islands is the main factor in determining
whether video-conferencing can be held. The logistics of video-conferencing require an audio and a
video screen, with notice of each neighbor island facility where the video-conferencing is held, and with a
trained person required at each of the locations. DBEDT staff will continue to attempt to schedule the
video-conferencing for upcoming meetings.

Public input and discussion — Public input was requested and received throughout the meeting.

Next Meeting: Monday, April 7, 2008, No. 1 Capital Building, Room. 436, 1:00 to 3:00 p.m.

Adjournment — Chair Liu adjourned the meeting at 2:22 p.m.



