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HB 2265

RELATING TO THE STATE PROCUREMENT CODE.

Chair McKelvey, Vice Chair Choy and committee members, thank you for the
opportunity to testi& on HB 2265. This bill proposes to permanently amend the small purchases
threshold for goods and services to less than $100,000 and for construction to less than
$250,000; require a security for procurement of construction greater than $50,000; and to remove
the requirement of use of electronic procurement.

The State Procurement Office (SPO) opposes eliminating use of electronic procurement
and returning small purchases procurement to an archaic practice. The electronic procurement
system is the fairest, most efficient, time saving method of procuring small purchases.
Electronic procurement ensures the greatest amount of competition by electronically noti~ing all
prospective bidders, not just the three required by rules, in an open and transparent environment.

Small purchases without an electronic procurement requirement are inherently unfair
because there is no public notice issued and the purchaser decides whom to contact for the three
price quotations. That process is secretive, hidden from public view, prone to misuse, abuse and
manipulation (i.e. purchaser will get a quote from a friend/preferred vendor and get 2 more
quotes that are higher than the friend/preferred vendor, assuring friend/preferred vendor is
selected).
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The electronic procurement requirement is to assure all interested parties are
electronically notified of the procurement and provided an equal opportunity to submit a price
quotation in a transparent and open manner. The electronic procurement (e-procurement) system
is utilized for issuing and responding to solicitations. Components include vendor registration,
electronic solicitation, e-mail notification to vendors, submission of electronic quotes by
vendors, and electronic (notice of) award. The e-procurement system automates the procurement
system, allows for collection of comprehensive data oh expenditures, reduces procurement cycle
time, and reduce the cost of conducting procurement as a result of increased competition.

The SPO opposes this bill.
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Rep. Angus L.K. McKelvey, Chair,
Rep. Isaac W. Choy, Vice Chair,

and Members of Committee on
Economic Revitalization & Business

House of Representatives
The Twenty-Sixth State Legislature
State Capitol
Honolulu, Hawaii 96813

Dear Chair McKelvey, Vice Chair Choy and Members:

Subject: House Bill No. 2265 Relating to the Hawaii Public Procurement Code

Thank you for the opportunity to testify on H.B. 2265. The City & County of
Honolulu supports H.B. 2265 which makes permanent Act 175, Sessions Laws of
Hawaii 2009, amendments to the State of Hawaii Procurement Code.

The City & County of Honolulu prefers H.B. 2265 over similar house bills
because it also provides greater flexibility in the Procurement code.

Sincerely,

Michael ft Hansen, Director
Budget & Fiscal Services

January25, 2012


