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Subject:
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G.D. 14

MEMORANDUM

Board of Regents
Board Office
Annual Governance Report on Purchasing

November 5, 2001

- Recommended Action:

Receive the annual governance report on purchasing activity at the Regent
institutions for FY 2001. .

Executive Summary:

Strategic
Plan

Report
Purpose

Summary

The Board exercises oversight of purchasing at the Regent
institutions to meet its statutory responsibility and strategic
planning objective (4.4.0.0) to provide effective stewardship of
resources by strengthening public understanding and
confidence in its governance authority. ’

The Board's system of governance is intended to maintain
confidence in the management of the Regent institutions while
allowing the institutions relatively wide latitude in the
administration of their internal affairs. .

In accordance with the strategic plan regarding accountability
and stewardship responsibilities, the Board establishes
guidelines for its institutions that help to ensure competent
performance. ' ' :

The purpose of the report is to review institutional purchasing
efforts and compliance with state purchasing statutes regarding
lowa-based businesses, targeted small businesses, and lowa
Prison Industries.

This report also identifies cooperative and collaborative efforts
among the Regent institutions and other agencies — a specific
Board strategy to provide effective stewardship.

This governance report is grouped by major purchasing topics
— Central Purchasing, lowa-Based Businesses, Targeted Small
Businesses, lowa Prison Industries, Cooperative Purchasing,
Conflict of Interest Vendors, and Vendor Complaints.
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PURCHASING TOPICS:

ATTACHMENT A

ATTACHMENT B

ATTACHMENT C

CENTRAL PURCHASING

The institutions purchased just over $562.7 million through
Central Purchasing during FY 2001, an increase of
$101.5 million (10.9%) over FY 2000.

Purchases have gradually increased over the past five fiscal
years as a result of the numerous benefits and value-added
services that central purchasing offices provide.

Central Purchasing Topics:

® Cost Savings and ’Value-Added Purchasing
* Procurémént Cards

* Electronic Procurement Initiatives

® Sole Source Purchasing

o Emergéncy Purchases

* Regent Procedural Guide & lowa Administrative Code
Update

® Vendor Complaints
lowa-BASED BUSINESSES

Regent institutional purchases from lowa-based busnnesses
for FY 2001:

®* Totaled $237.6 milion, an overall inérease ‘of
$33.2 million (16.2%) from FY 2000.

* Represented 42.2% of the total amount processed through
central purchasing.

The institutions identified 10,189 lowa small busmesses
during FY 2001.

The institutions made 37,045 purchases from lowa Small\
Business vendors, which represents a 4. 346 (13.3%) increase
over FY 2000.

TARGETED SMALL BUSINESSES (TSB)

During FY 2001, the institutions purchased $11.0 million from
TSBs, a ($43,210) decrease (0.4%) from FY 2000. A majority -

~ of these purchases, $10 million, were processed through

Central Purchasing at the institutions.

Central Purchasing and Institution-Wide purchases decreased
from 5.9% to 5.6% and 4.1% to 3.4%, respectively.
Fluctuations occur from year to year depending on institutional
needs for purchases from TSBs and availability of TSB items.
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lowA PRISON INDUSTRIES (IPI)

During FY 2001, purchases from IPI totaled $2.7 million. This
represents a 15.4% increase over the $2.3 million expended
with IPl in FY 2000. The majority of these purchases were
furniture purchases for ISU’s new dormitory facilities.

COOPERATIVE PURCHASING
During FY 2001, the institutions cooperatively purchased:

* $130.5 million in total through Cooperative Purchasing, ah
increase of $12.8 million (10.9%) over FY 2000;

®* $119.0 million through Joint Regent Contracts, an
increase of $9.2 million (8.4%) over FY 2000;

e $2.7 million dollars from the Educational & Institutional
(E&l) Purchasing Cooperative, a decrease of
$0.3 million (10.2%) from FY 2000; and

* Nearly $8.9 milion dollars through State of lowa
purchasing contracts, an increase of $2.0 million
(29.0%) over FY 2000.

CONFLICT OF INTEREST VENDORS

The Board approved six new vendors, for a total of 116
approved vendors with potential conflicts of interest.

Purchases from these vendors totaled $351,257 during
FY 2001, a $230,160 (190.1%) increase from FY 2000
purchases. The large increase was primarily due to a Board
approved vendor awarded a competitively bid contract at lowa
State University. \

VENDOR COMPLAINTS

The institutions reported that no formal complaints' were
received during the year.

: %/b//&v% é/l/)m;» Approvéd: % /%‘/L

Andrea L. Anania

Robert J./Barak

aa:H:\BF\2001\01novdocinovgd14.doc
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BACKGROUND:

lowa CODE

REGENT
PROCEDURAL
GUIDE

Authorizes the Board of Regents to contract for goods,
services, and capital improvements. [§18.3] and [Chapter 262];
and :

Requires state and local governing bodies to give preference to

lowa-Based Businesses, Small Businesses, and Targeted
Small Businesses [Chapter 73].

Authorizes the Board to delegate authority to the institutional
presidents and superintendents to approve agreements and
contracts for goods and services purchased by the institutions -
[§8.01B]; ' '

Requires Board approval for items such as capital
improvements and related consulting contracts, fire protection,
legal services, architects, and engineers [§8.01B];

Authorizes the institutional presidents and superintendents to
establish a central purchasing authority at each institution that
is responsible for purchasing supplies, equipment, and services
[§8.02C];

Requires that each institution establish procedures to ensure .
that goods and services are competitively bid. Written bids are
required for purchases that are expected to exceed $5,000 at
the universities and $2,500 at the special schools [§8.04A];

Recognizes that there are situations when certain required
scientific, mechanical, and technical equipment or supplies can
only be obtained from a sole source. Each institution has a
policy for handling sole source purchases. [§8.04E];

- Recognizes that there are emergency situations when taking

competitive bids is not feasible or possible. In such situations -
involving safety concerns or potential loss of life or property,

bidding requirements may be waived so prompt action can

prevent loss. [§8.04(F)]; and

Requires each institution to submit an annual report
on purchasing which reviews institutional purchasing efforts and
compliance with state statutes and Board policies.
[Chapter 8].

The Board Office has been working with the institutions to

~ review and update the Regent Procedural Guide as well as the

lowa Administrative Code.
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CENTRAL
PURCHASING

BENEFITS
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A central purchasing authority at each institution helps to ensure
efficient and effective vendor selection, order placement, delivery,

verification of receipt, and payment.

Board policies affirm that the best interests of the State of lowa
and the Regent institutions are served through implementation of a
full and free competitive purchasing system fostered by the use of
open specifications, competitive bids or quotations, and awards to
the lowest responsible and responsive bidder.

Through institutional and collaborative efforts, purchasing
personnel facilitate purchasing efficiencies and effectiveness to
reduce costs and deliver more value-added services.

On a quarterly basis, institutional purchasing staff and Board
Office staff meet quarterly to discuss purchasing-related activities,
and also meet with state purchasing officials to discuss state-wide
and cooperative purchasing initiatives.

| Efficient, cross-trained purchasing agents;

Compliance with state laws and Board policy;
Consistent and standardized policies and procedures;
Leveraged purchasing power,

Access to several hundred purchasing contracts;

Innovative procurement services;

- Financial control;

Expertise in procurement and payment procedures;
Central location for information;

Increased purchasing knowledge;

Limited sole source purchasing; and

Specific programs administered effectively and in compliance with
applicable policy (i.e. Targeted Small Businesses, lowa Small
Business and lowa Prison Industries).
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Comparative Purchases
Central Purchasing

. Dollar Percent

Institution FY 2000 FY 2001 Change Change
Sul '$303,483,715 $337,315,791  $33,832,076  11.1%
iSuU 117,271,183 166,644,568 49,373,385  42.1%
UNF 36,684,698 54,361,639 17,676,941  482%
ISD 3,041,610 3,738,955 697,345  22.9%
IBSSS 725.981 641,508 (84.473)  (11.6%)
Total $461,207,187 $562,702,461 $101,495274  22.0%

The institutions purchased just over $562.7 million in FY 2001, a
increase of $101.5 million (22.0%) over FY 2000. .

This increase resulted from additional pharmaceutical costs
($10.7 million) at the University of lowa, furniture purchases at
lowa State University and the University of Northern lowa, as well
as increased procurement card purchases, scientific supplies, and
technology costs at all of the institutions.

Dollars Processed through Central Purchasing
Over the Last Five Years

Institution FY 1997 FY 1998 FY 1999 FY 2000 FY 2001
Sul $242,891,754 $250,601,017 $277,445,215 $303,483,715 $337,315,791
1ISU 96,485,175 103,192,421 100,552,872 117,271,183 166,644,568
UNI 31,686,206 29,818,104 36,960,856 36,684,698 54,361,639
ISD’ 2,092,063 1,918,032 2,636,630 3,041,610 3,738,955
|BSSS1> 795,387 660,778 710,797 725,981 641,508
Total $373,950,585 $386,190,352 $418,306,370 $461,207,187 $562,702,461
! Includes purchases through central purchasing offices only; excludes goods purchased through ISU.

Purchases have gradually increased over the past five fiscal years as a result
of the numerous benefits and value-added services that central purchasing
offices provide.
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Items Processed through Central Purchasing Offices
Type of Purchase sul 1sU® UNI Isp®  1BSSS®
Bookstore Acquisitions No - No NA . NA N/A
Building Repairs Under $25,000 Yes Yes - Yes Yes' Yes'
Capital Projects of $25,000 & More Yes? Yes? Yes? Yes' Yes'
Central Stores Acquisitions Yes Yes Yes Yes' Yes'
Food Products , Yes Yes Yes Yes Yes
Fuel & Other Utilities Yes' Yes' Yes' Yes Yes'
General Supplies & Services Yes Yes Yes® Yes' Yes'
Library Acquisitions No No No Yes' Yes'
Local Small Orders ‘ Yes Yes' ' Yes'
Off-Campus Printing Yes' Yes' = Yes' Yes' Yes'
Physical Plant Supplies Yes - Yes Yes Yes'  Yes'
Professional & Other Services Yes' Yes' Yes' Yes' Yes'
Student Union Supplies Yes No Yes Yes N/A
Travel - No Yes' Yes' Yes Yes'

' In part. Remaining purchases are institution-wide.

2 pyrchasing participates in a small number of capital projects when cost savings can be obtained
by procuring fixed equipment or specialized components through the purchasing department. Most
capital projects of $25,000 or more are handled solely by the facilities planning and management
construction services office. Hard copy purchase orders are issued to the awarded contractor
through SUI Purchasing.

3 As of April 1, 1997, procurement card transactions were no longer processed through Purchasing.
4 |SD & IBSSS items costing over $2,500 (amount at which written bids are required) are purchased
cooperatively through ISU's Purchasing Department, per Board guidelines.

N/A Not applicable.

A wide variety of items' are processed through the central purchasing
offices at the institutions.

Central purchasing offices participate in a small number of capital projects
when cost savings can be obtained by procuring fixed equipment or
specialized components through the purchasing department.
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Regular Purchase Orders Written
Over the Last Five Years

Institution - FY 1997 FY 1998 FY 1999 FY 2000 FY 2001
Sul 40,215 . 37,036 22,148 21,134 15,126
ISU 39,632 36,066 34,388 31,348 28,654
UNI . 8,669 5,781 5,396 5,031 4,604
Isp! 2,942 2,987 3,119 2,844 2,764
IBSSS' 912 1,025 1,116 1,090 1,092
Total 92,370 82,898 66,167 61,447 52,240
! Includes purchases through central purchasing offices only; excludes goods
purchased through ISU.

“The number of regular purchase orders written by the
institutions has decreased by 43.4% over the last five
fiscal years. This decrease is partially a result of
increased procurement/purchasing card usage for Iow-
value, small-dollar transactions.

Reducing the number of purchase orders saves the costs
of processing. Regular purchase orders do not include
local small orders or vouchers paid and emergency
shopping permits where no purchase order is written.




COST SAVINGS

AND VALUE-

ADDED
PURCHASING

FY 2001
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Central purchasing departments at the Regent institutions are
continually striving to reduce costs and deliver more value-
added services to their campuses and s_chool communities.

Cost savings are achieved by combining purchasing power
through better purchasing methods.

Value-added services are realized through contract
negotiation, RFP development, as well as intra- and inter-
institutional coordination efforts.

| Many accomplishments were achieved by central purchasing

offices during FY 2001 related to cost savings and value-
added services. For example:

* SUI renegotiated cost savings agreements successfully
including its airline contracts and expects to save up to
$515,000 with the airlines;

e SUI awarded a new contract for Automatic Teller Machines
increasing revenue from $55,000 annually to $112,000, a
103.6% increase;

® |SU provided administrative oversight and negotiated
billing for actual time and materials contracts rather than
on a per project basis saving more than $225,000;

* |SU combined all individual maintenance contracts for
printing/copy center machines into one bid solicitation for a
multiple year agreement saving more than $127,000 for
each year of the agreement;

The Regent Exhibit Book contains additional examples of

~ individual institution cost savings and value-added services.
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Cash Discounts Realized
Over the Last Five Years

Institution FY 1997 EY 1998 FY 1999 FY 2000 EY 2001

Sul $733,943  $557,051 $331,895 $348,991  $286,548
ISU 272,259 238,810 286,527 273,543 270,751 |
“UNI 31,738 15,228 7,517 17,127 "~ 4,039
1SD 705 570 510 1,413 570 |
IBSSS 2,596 3,257 - 3267 2511 1292

Total $1,041,241 3814916  $629,716 $643,585  $563,200

Cash discounts are often part of the terms and conditions
extended to the institutions by vendors. '

Discounts are most often realized for prompt payment, such as a
1% discount for payment within 10 days with the net amount due
in 30 days. :

If two suppliers submit identical bids for price and delivery, cash
discounts are considered as part of the bid evaluation.

Cash discounts fluctuate from year to year because the
composition of purchases changes from year to year. In addition,
vendor terms and conditions for cash discounts change
periodically making annual comparisons difficult.

As the institutions purchase more from cooperative agreements,
cash discounts are likely to decline. Increased savings offered
from cooperative purchasing may outweigh the cash discounts
offered.
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PROCUREMENT Procurement/purchasing cards are used for low-value,
CARD small-dollar transactions.
POLICIES AND o

Employees must complete an application agreement
PROCEDURES poy P PP g and

~ receive training.
* Cardholders must agree to comply with card restrictions;
® Cards cannot be used for personal purchases;
® Transaction limits are assigned;

® Cards may be used for items that do not require purchase
orders;

* Purchases are monitored closely for reasonableness;

®* When employees terminate or transfer ‘between
departments, immediate notice must be given to the
institution and/or the procurement card company. :

IBSSS does not have a universal procurement card similar to
the procurement cards used by the Regent Universities.
Instead, the School uses Voyager Cards. Voyager cards can
only be used for purchases of gasoline, low dollar auto supplies
and services for state vehicles.

The Regent Exhibit Book contains individual policies and
procedures for each institution.

BENEFITS Provides users control of low-dollar purchases and facilitates
many low-dollar acquisitions, enabling end users to achieve
objectives while allowing purchasing professionals to
concentrate on high-dollar, more complex acquisitions;

Provides a more efficient and cost-effective procedure for
handling small dollar, non value-added purchases;

Provides complete documentatlon and ensures products are
received in a more timely manner,

Expedites payments in emergency s;tuations;

Eliminates requisitions, purchase orders, and payment
vouchers and thereby reduces administrative work with fewer
invoices processed and fewer checks written;

Enhances the joint rebate/revenue-sharing program, which
helps offset the cost of administration; and.

Assures acceptance of cards virtually anywhere in the world.
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Number of Procurement Cards Issued

Institution FY 1999 FY 2000 FY 2001
Sul 1,038 1,019 1,189
ISU 214 383 606
UNI .261 278 293
ISD 20 27 30
IBSSS 0 0 0
Total 1,533 1,707 2,118

The institutions continue to increase the number of
procurement cards issued as the benefits and cost savings
increase.

_Comparative Purchases

Dollar Percent

Institution EY 2000 EY 2001 Change Change
Sul $15,300,354  $17,703,377 $2,403,023 15.7%
ISU 2,760,476 4,557,680 1,797,204 65.1%
UNI 1,118,439 1,345,493 227,054 20.3%
ISD 24,681 34,756 10,075 40.8%
IBSSS® 0 0 0 N/A%
Total $19,203,950 $23,641,306 $4,437,356 23.1%

In FY 2001, the Regent institutions made $23.6 million worth of
purchases with the procurement card, which represents a
$4.4 million (23.1%) increase over FY 2000.

The institutions have steadily increased purchases from
procurement card usage as a result of the visible savings on
processing time and the reduced number of purchase orders
that must be processed. o
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PROCUREMENT
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At the November 2000 meeting, the Board requested that the
purchasing report for FY 2001 contain a section on electronic
procurement initiatives.

The University of lowa installed software to allow for on-line
purchase orders of under $2,000; began discussions on a
web requisitioning system with electronic routing and
approval; and invited several e-marketplace vendors to
campus to demonstrate their products. :

lowa State University updated its existing on-line direct order
entry system as part of a newly developed web-based
requisitioning system and worked on an expanded, full-
featured web requisitioning system that will allow

_ departments to use a web browser to create electronic

requisitions and route them electronically for necessary
funding approvals, prior to being routed to the Purchasing
Department for action.

The University of Northern lowa implemented a new financial
management  system. that electronically - processes
requisitions, approvals, and reports.

The lowa School for the Deaf enhanced communication with
vendors through electronic email.

The lowa Braille and Sight Saving School ordered food
commodities electronically.
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ENHANCEMENTS

SOLE SOURCE
PURCHASING
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SUI plans to implement a web requisition that will have
electronic routing. and approval, web catalogs, on-line
contracts, and electronic requests for proposais.

ISU plans to develop a web-based system for issuing and
receiving bids electronically as well as integrating on-line
vendor catalogs with a web-based purchase ordering system.

UNI will continue to enhance the new financial management
system with the introduction of advanced applications
features and enhancements to the base fmancnal system
modules such as:

* |ntegration with external procurement systems;
* Additional end-user reports;

* Specialized document routing hierarchies; and
* Advanced u'ser interface options

ISD has no plans at this time to seek electronic procurement
opportunities. oo

IBSSS will begin looking for electronic procurément
opportunities that will improve the efficiency and
effectiveness of the School's purchasing operations.

The Regent Procedural Guide recognizes that in some
instances, scientific, mechanical, and technical equipment or
supplies may be required which are obtainable from a sole
source only [§8.04E].

Each institution has a policy for handling* sole source
purchases.

Purchasing agents handling sole source transactions
ascertain whether legitimate reasons exist for procuring the
item(s) from one source only.

Purchasing agents either proceed with the purchase on a
sole source basis, seek competitive bids from more than one
source, or consult with purchasmg management to reach a
decision.

Sole source purchase orders are monitored for compliance
and tracked within the purchasing system for review and
reporting purposes. ‘




EMERGENCY
PURCHASING
PROCEDURES

VENDOR
COMPLAINT
PROCEDURES
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The Regent Procedural Guide recognizes that in some
emergency situations, the taking of competitive bids or
quotations is not feasible or possible. In such situations, the
requirements to do so may be waived [§8.04F].

Each institution has a policy for handling emergency
purchases. Emergency purchases are reviewed by purchasing
agents for appropriateness. Situations involving safety are
handied promptly to prevent the loss of life and/or property.

Requires institutions to follow established procedures for
investigating vendor complaints [§8.03F].

Vendor complaints follow a hierarchical process where they are
first directed to purchasing management. If not resolved at that
level, the complaint may be appealed to institutional
management. The complaint may be submitted to the Board
Office if necessary. :

The institutions report that no formal complaints were received
during the year.
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BACKGROUND:

lowA CODE

ANALYSIS:

FY 2001
HIGHLIGHTS

Requires state and local governing baodies to give preference to
lowa-based businesses, small businesses, and targeted small
businesses when purchasing materials, products, supplies,
provisions, and other articles purchased at public expense
[Chapter 73]. .

Defines small businesses as any enterprisé which is:
® |ocated in this state;
* Operated for profit and under a single management; and

* Has either fewer than twenty employees or an annual gross
income of less than three million dollars computed as the
average of the three preceding fiscal years [§15.102(4)].

Purchases by Location

* Dollar Percent

lowa Businesses (Small) | $60,991,125 $66,019,474  $5,028,349 8.2%

lowa Businesses - 143.481217 171618926 28,137,709 19.6%

Subtotal $204,472,342 $237,638,400 $33,166,058 16.2%

QOut of State $253,650,876 $322,385,151 $68,734,275 27.1%
Out of Country 3,083,970 2.678,910 (405,060) (13.1)% _

Total $461,207,188 $562,702,461 $101,495,273 22.0%

Regent institutional purchases from lowa-based businesses for
FY 2001 totaled $237.6 million, an overall increase of
$33.2 million (16.2%) from FY 2000. ’

The Regent Exhibit Book provides examples of individual
institutional successes and accomplishments for FY 2001.

Purchasing agents are encouraged to use lowa-based
businesses for quotations and requests for proposals.
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Overall Purchase Percentages
FY 2001 Percent of Total

~ Purchases Purchases

lowa Businesses (Small) $66,019,474 11.7%
lowa Businesses (Not Small) 171,618,926 30.5%
Subtotal lowa Businesses 237,638,400 - 42.2%
Out of State 322,385,151 57.3%
Out of Country : 2,678,910 5%
Total $562,702,461 100.0%

For FY 2001, Regent institutional purchases from lowa-based
businesses were 42.2% of the amount processed through
central purchasing. :

Institutional Purchases from lowa-Based Businesses
as a Percent of Total Purchases1

Institution ~ FY 1997  FY 1998  FY 1999 ~ FY2000 EY 2001
sul 48.0% 472%  33.5% 39.3% 35.0%
ISU 50.9% - 49.2% 53.3% 50.1% 52.3%
UNI 48.7% 59.1% 45.0% 66.5% 54.7%
ISD 65.2% 69.2% 66.9% 53.2% 57.6%
IBSSS 68.6% 73.4% 65.2% 61.8% 75.7%

Total 49.0% 48.8% 39.5% 44.3% 42.2%

! Jowa-based businesses are identified by zip code. Details by institution are
included on page 21. :
Over the last five years, purchases as a percent of total
purchases from lowa-based businesses at SUI have generally
decreased.  Increased purchases through the University
Hospital Consortium may account for some of the decrease
from lowa-based businesses. :

Purchases at ISU, UNI, ISD, and IBSSS have remained
relatively stable. '

As Regent institutions strive to achieve lower costs, it may be
difficult to maintain the same percentage levels of purchasing
from lowa-based businesses.

* Technological improvements and evolving business
practices can favor nationwide suppliers over lowa-based
- businesses.

e Efficiencies can also favor acquiring products and
services from joint agreements or other consortia
opportunities.

The Board and the institutions are committed to purchases
from lowa-based businesses whenever possible.
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lowa Small Businesses ldentified

Institution FY 1997 FY 1998 FY 1999 FY 2000 FEY 2001

Sul 2,811 2,817 2,494 2,660 | 3,049
lIsuU 3,690 4,064 4,230 4135 | 3,981
UNI 2,738 2,753 2,787 2,800 | 2,875
ISD’ 252 | 248 251 242 212
IBSSS 96 83 91| 79 12
Total 9,587 9,965 9,853 9,916 {10,189

The universities exert great effort to ide}ntify lowa Small
Businesses within their purchasing databases. '

The same vendors may be duplicated among the Regent
institutions.

Number of Regent Purchases
from lowa Small Businesses

Institution  FY 1997 FEY 1998 FY 1999 FY2000 FEY 2001
sul 15401 15315 15910 16466 17,714
ISU 12,079 10,861 13663 14,678 17,914
UNI 1,586 978 850 821 686
ISD’ 448 432 510 427 384
IBSSS 364 307 313 307 347
Total = 20578 27,893 31,246 32,699 37,045

In EY 2001, the Regent institutions made 37,045 purchases
from lowa Small Business vendors, which represents a

© 4,346 (13.3%) increase over FY 2000.

Increases in purchases from lowa-based businesses are
significant in a marketplace where Internet. purchasing
opportunities are proliferating and worldwide marketing
continues to be the trend.

Leveraged savings continue to be realized by contracts
accessed through Joint Regent Contracts and cooperative

‘purchasing consortiums.
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Requires that the following four provisions be satisfied to
become certified as a Targeted Small Business (TSB)
[§15.102}:

1. At least 51% owned, operated, and actively managed by
one or more women, minorities, or persons with
disabilities;

e "Minority person” is defined as an individual who is a
Black, Hispanic, Asian or Pacific Islander, American
Indian, or Alaskan Native American.

¢ "Disability” with respect to an individual is defined as a
physical or mental impairment, a record of physical or
mental impairment, or being regarded as an individual
with a physical or mental impairment that substantially
limits one or more of the major life activities of the
individual:

2. Located in lowa;
3. Operated for Profit; and

4. Annual gross income of less than $3 million computed as
an average of the three preceding fiscal years.

Establishes goals specifically for procurement from certified
Targeted Small Businesses [§73.2].

Requires establishing procurement goals of at least 10% of the

- value of anticipated goods and services procurements from

ANALYSIS:

PURCHASING
PROCEDURES

certified TSBs (including construction, but excluding utility
services) [§73.16(2)].

Requires certification as a TSB for governing bodies to count
purchases from such businesses as part of the 10%
procurement goal [§73.16(2)]. (Eligible small businesses that
do not register with the lowa Department of Economic
Development cannot be counted in the targeted small business
base.)

Requests that eligible businesses wishing to receive
certification as a Targeted Small Business apply to the lowa
Department of Inspectlons and Appeals [§10A. 104(8)].

Provides eligible vendors with information regarding TSB
certification opportunities;

Uses the TSB website to announce all purchasing
opportunities; and '

Includes TSBs in bid opportunities and encourages staff to
purchase from TSBs whenever possible.
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Comparative Total Purchases from Targeted Small Businesses'
Purchases Institution-Wide
Dollar Percent
FY 2000 FY 2001 Change Change
SUl $7,945,359  $8,026,252 $80,893 (1.0%)
ISU 1,897,223 1,524,773 (372,450)  (19.6)%
UNI 1,170,180 1,433,661 263,481 22.5%
ISD 18,773 6,930 (11,843) (63.1%)
IBSSS? 12,208 8917 (3291  (27.0)%
Total $11,043,743 $1 1,000,533  ($43,210) (0.4%) ’
1 Figures include capital purchases over $25,000.
2 An additional $11,543 is included in ISU's TSB purchases for FY 2000.

Purchases from several vendors utilized by ISU were
previously counted as purchases from certified TSB
vendors. However, while the University continues to utilize
these vendors, they are no longer certified TSB vendors and
purchases from them cannot be included in the TSB totals
reported above.

The UNI increase is largely due to three certified TSB
vendors awarded bids.

At ISD, nearly all of the decreése in TSB purchases is due to
the asbestos abatement services purchased during
FY 2000.

IBSSS continues to encounter a mismatch between the needs
of the School and the nature of products and services provided
by targeted small businesses serving the Vinton area.

-Total Purchases from Targeted Small Business'
Central Purchasing Only

Doliar Percent
FY 2000 FY 2001 Change - Change
Sul $7,635,506  $7,504,511 ($130,985) (1.7%)
ISU 1,469,252 1,071,281 (397,971) (27.1)%
UNI 1,159,388 . 1,425,681 266,293 23.0%
ISD 18,773 6,930 (11,843) i (63.1%)
IBSSS? 12,208 8917 (3291)  (27.0)%
Total $10,295,127 $10,017,320 ($277,807) (2.7%)
1 Figures include capital purchases over $25,000.
2 An additional $11,543 is included in 1SU's TSB purchases for FY 2000.

Of the $11.0 million spent with TSBs, $10.0 million was
processed through Central Purchasing.
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TSB Purchases as a Percentage of Eligible Purchases'

Central Purchasing Institution-Wide

Institution FY 2000 FY 2001 FY 2000 FY 2001
Sul 6.9% 6.3% . 4.8% 4.0%
ISU 3.3% 2.4% 2.3% 1.8%
UNI 6.8% 9.8% 5.3% 4.3%
1ISD 2.9% 3.7% 2.9% 3.7%
IBSSS? 2.6% 3.0% 2.6% 3.0%

Total 5.9% 5.6% 41% 3.4%
1 TSB purchases - purchases of goods and services for which there exists a

TSB supplier.
2 An additional $11,543 is included in 1SU’s TSB purchases for FY 2000.

Most state agencies have difficulty meeting the statutorily
mandated 10% procurement goal.

Meeting the goal has been difficult for the Regent institutions
primarily due to the limited numbers of certified TSBs that
provide goods and services in the commodities typically
purchased by Regent institutions.

Some vendors who do qualify as TSBs decline to pursue

certification due to the complexity of the State’s certification

process.

TSB AcTiviTEs Regent representatives:

* Participated in several TSB seminars and training sessions;

* Attended reglonal meetings, which provide opportunities to
meet TSB owners;

* Worked on a national committee to solicit, encourage, and
select historically underutilized small businesses to
participate and exhibit at an annual product exhibit meeting
held in Kansas;

* pPresented at the “How to Do Business with the State of
lowa” seminar in Des Moines;

* Attended meetings of the Governor's Task Force on
Targeted Small Businesses and provided input;

* Worked to develop a plan to implement recommendations -
from the Governors Task Force on Targeted Small
Businesses; and

* Collaborated with other State agencies to identify optlons
for TSBs to obtain bonds for bidding.
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The Regent institutions continue efforts to increase TSB
purchases including:

e Monitoring bid requests for maximum utilization of TSBs
and tracking and monitoring TSB utilization;

e Maintaining TSB utilization as a component of purchasing
agent’s annual performance review;

. Continuing to post all bid solicitations to the TSB 48-hour
web site;

e Meeting with TSBs to encourage bid submittal, answering
questions, assisting in completing bid documents,
identifying other possible business contacts, and facilitating
payment processes;

e Contacting qualified small businesses and encouraging
them to certify as a TSBs;

e Disseminating information on the TSB program and its
goals to university departments through training and other
communication opportunities;

e Working in collaboration with other state agencies to

identify, recruit, refer, and utlize Targeted Small
Businesses; and

o Linking the Purchasing Department websites to the full TSB
directory hosted website. S

In late 1999, Governor Vilsack formed a Task Force on

Targeted Small Business composed of representatives from
state agencies, Targeted Small Business owners, and
advocates.

Members of the Board Office and Regent institutions attended
all meetings and provided input although no Regent
representative was appointed to the Task Force. Some of the
input was incorporated into the eleven final recommendations
submitted by the Task Force to Governor Vilsack.

In 2000, the Governor appointed an |mplementation Team to
work out details of the Task Force recommendations, including
representatives from the Regent institutions.
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ATTACHMENT D -

The lowa Code requires state agencies to purchase goods
furnished by lowa Prison Industries (IP1) unless those goods do-
not meet the performance characteristics of similar goods used
by the agencies or unless IPl cannot deliver similar goods,
comparable both in performance and price, within a reasonable
length of time [§904.808].

The Regent Procedural Guide directs the institutions to
purchase from lowa Prison Industries unless exempted under

special circumstances [§8.04(G)].

Purchases fluctuate from year to year as demand for higher cost
IPI products, such as furniture and furniture refinishing tends to
be cyclical, with greater demand occurring in conjunction with
building renovations and building openings. Purchases from |PI
have gradually increased over the last five years.

Purchases from lowa Prison Industries
Over the Last Five Years

Institution FY 1997 FY 1998 FY 1999  EY 2000 FY 2001
Sul $112,010 $77,163  $21,813  $282,304 $50,549
ISU 122,715 904,552 892,674 2,011,388 2,548,714
UNI 112,732 3,503 5,711 7,367 61,465
ISD ' 50 7,151 35,815 2,826 28
IBS 322 293 832 2,553 713
" Total $347,829 $992,662 $956,845 $2,306,438 $2,661,469
The institutions experienced several successes during

FY 2001:

¢ SuUl reVItaIized its relationship with IPl by providing the
opportunity for them to present updated mformatlon on
various commodities.

* |SU placed significant orders for Hawthorn Court student -
apartment furniture and also hired Pl to move furniture.
Purchases for FY 2001 increased by $537,326 (26.7%) over
FY 2000. ‘

® UNI purchases from IPI increased $54,098 (734.3%) over
FY 2000 and included:

* Reupholstering existing public seatmg on three floors in
Rod Library and refinishing older chairs for two major
seminar/classroom spaces & guest seating in Seerley Hall,

* Building public seating benches, special lecterns, library
tables, and some architecturally installed glass enclosed
display/tackboard cabinets in Seerley Hall; and

* Constructing and upholstering the bench seating in
McElroy Hall and the corridor seating in Wright Hall.
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The Regent institutions continually seek ways to increase
purchases from IPl. Staff at the Regent institutions meet with IPI
to discuss available products and methods to increase purchases.
In FY 2001, furniture purchases represented 96.3% of total
purchases.

Purchases by Product from lowa Prison Industries

Product FY 1997 FY 1998 FY 1999 FY 2000 FY 2001
Cleaning and
Housekeeping
Supplies $26,631  $26,842  $15,507 $24,929 $19,839
Decals 208 95 188 -0 2,502
Envelopes 0 0 0 493 - 0
Furniture 249,231 952,623 932,851 2,253,485 - 2,563,224
Miscellaneous 669 126 1,603 13,705 66,658
Refinishing 55,194 2,222 3,330 0 0
Reupholstery 2,552 3,308 1,131 » 0 3,900
Signs 13,344 7,446 2,235 13,826 5,346
Total $347,829 $992,662 $956,845 $2,306,438 $2,661,469
PLANS TO The institutions plan to increase purchases from IPI by:
INGREASE * Planning meetings between various departments and IPI; and
PURCHASES

* Planning a vendor show of IPl goods..
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Encourages the Regent institutions to:

¢ Exchange price information, supplier lists, bidder histories,
~and standard specifications and to implement
interinstitutional  purchasing arrangements  wherever
practical and feasible so that maximum value can be
obtained [§8.07A];

® Participate in interagency - cooperative  purchasing
agreements to provide the lowest competitive price
consistent with Regent quality and service requirements
[§8.07B]; and

* Purchase from state central purchasing contracts [§8.07C].

- MGT of America, Inc. conducted a comprehensive study of the

Regent institutions’ purchasing in 1992 and made two
significant purchasing recommendations:

®* Greater interinstitutional coordination; and

® The use of joint purchasing contracts among or between
the institutions.

The institutions strive to maintain the proper balance among
joint agreements and other consortia opportunities (lowa
Prison Industries, Targeted Small Businesses, and lowa
Businesses) while serving the needs of the campus by

. providing the best value at the best price.

Procurement efforts continue to focus on utilizihng and
developing joint contracting opportunities. Regent and State
contracts are used to the fullest extent. :
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Institutional strategic plans contain focused missions, which
have allowed purchasing personnel to develop expertise in
areas specifically related to the unique institutional roles, such
as medicine or agriculture.

Joint efforts and shared expertise among the Regent institutions
and other governmental and educational entities improve
purchasing efficiencies and effectiveness by reducing costs and
delivering more value-added services such as efficient and
effective vendor selection, order placement, delivery,
verification of receipt, and payment. :

-Comparative Purchases

Dollar Percent
FY 2000 FY 2001 Change Change
Joint Regent  $107,822,050 $118,968,703 $11,146,653 10.3%
Contracts . :
E&l \ 2,960,171 2,657,839 (302,332)  (10.2%)
Cooperative
State of lowa 6,874,989 8,865,382 1,990,393 29.0%
Contracts
Total $117,657,210 $130,491,8923 $12,834,713 10.9%

The institutions cooperatively purchased nearly $130.5 million in
FY 2001, an increase of $12.8 million (10.9%) over FY 2000.
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The universities continue to participate successfully in joint

Contracts Regent contracts. Joint Regent contracts consolidate like
commodities from the institutions into a single contract. This
minimizes individual institutions’ efforts while maximizing
commodity volume to gain better prices which otherwise could
not be achieved.

The institutions purchase a variety of products through
numerous vendors using joint Regent purchasing contracts.
The table on the following page lists all of the Joint Regent
contracts effective during FY 2001.
Comparative Purchases from
Joint Regent Contracts
Dollar Percent
Institution FY 2000 FY 2001 Change Change
sul " $93,032,252 $102,673,661 $9,641,409  10.4%
I1SU 12,292,768 12,491,051 198,283 1.6%
UNI 2,476,573 3,691,407 = 1,214,834  49.1%
ISD' 0 100,692 100,692 N/A
IBS' 20,457 11,892 (8,565) (41.9)%
Total $107,822,050 $118,968,703  $11,146,653  10.3%
1 Included in ISU unless otherwise noted.
Contracts with various vendors for medical supplies
($27.5 million) and pharmaceutical drugs ($54.8 million)
account for 69.2% of SUI's total purchases.
Purchases from Joint Regent Contracts
Over the Last Five Years
Institution  FY 1997 FY 1998 FY 1999 FY 2000 FY 2001
Sui $71,364,593 $85,338,824  $88,976,713  $93,032,252 $102,673,661
ISU 10,299,039 10,528,175 10,637,327 12,292,768 12,491,051
UNI 2,568,745 1,873,315 2,620,832 2,476,573 3,691,407
ISD 0 0 0 0 100,692
iBS 0 7.866 17,658 20,457 11,892
Total $84,232,377 $97,748,180 $102,252,530 $107,822,050 $118,968,703

The institutions have steadily increased purchases from Joint
Regent Contracts over the last five years.
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Educational & Another avenue of cooperative purchasing available to the

Institutional
(E&I)
Cooperative

institutions is through the Educational & Institutional (E&!)
Cooperative, a not-for-profit purchasing cooperative consisting
of over 2,000 tax-exempt colleges, universities, preparatory
schools, hospitals, medical research institutions, and hosp|tal
purchasmg organizations in the Unlted States.

Over 75 contracts provide members with products and services
ranging from computer supplies to lab coats, at very competitive
prices.

Comparative Purchases from tt{e
E&I Purchasing Cooperative

Dollar Percent

Institution FY 2000 FY 2001 Change Change
Sul -$1,469,411 $1,415,036 ($54,375) (3.7%)
ISU 1,376,126 955,997 (420,129) - (30.5%)
UNI 114,634 286,806 172,172  150.2%
Total $2,960,171 $2,657,839 ($302,332)  (10.2%)

1 1SD and IBS are included in ISU numbers.

ISU’s purchases from the E&l Cooperative returned to more

“statistically normal levels and declined more than $400,000, as -

budget constraints affected acquisitions.

UNI's 150.2% increase is due primarily to furniture purchases.

Purchases from the E&I Purchasing Cooperative
Over the Last Five Years

Institution = FY 1997 FY 1998 FY 1999 EY 2000 FY 2001

sul ‘ $1,266,938 $1,260,784 $1,268,494 $1,469,411 $1,415,036
ISU’ 1,353,347 988,422 899,434 1,376,126 955,997
UNI . 166,885 122,182 18,171 114,634 286,806

Total $2,787,170 $2,371,388  $2,186,099 $2,960,171 $2,657,839

11SD and IBS purchases are included in ISU numbers.

Cumulative purchases from the E&l Purchasing Cooperative
have remained relatively stable over the last five years.
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Current State of lowa contracts and related information can be
found on the lowa Department of General Services web site.

The Regent institutions cooperatively work with the Department
of General Services (DGS) and share contracts whenever
possible. The institutions have standard language in their
contracts that allow the state to use the Regent contracts.

The Regent institutions and DGS staff regularly communicate

through  quarterly  purchasing meetings ~ and  other
correspondence. ' :
Comparative Purchases from
State of lowa Purchasing Contracts
Dollar Percent
institution FY 2000 FY 2001 Change Change
Sul $3,948,258 $5,270,202 $1,321,944 33.5%
11su ©-2,342650 2,911,520 568,870  24.3%
UNI 539,992 596,891 56,899 10.5%
1ISD 27,846 74,801 46,955 168.6%
IBSSS 16.243 11,968 (4275)  (26.3%)
Total $6,874,989 $8,865,382 $1,990,393 29.0%

Purchases from State of lowa Purchasing Contracts
Over the Last Five Years

Institution ~ FY 1997  FY 1998  FY 1999  FY2000  FY 2001
'$2,715,886 $4,626,326 $2,662,380 $3,948,258  $5,270,202
2270717 2144906 1,937,440 2,342,650 2,911,520

331,448 575070 693,453 539992 596,891

0 0 0 27,846 74,801
IBSSS 42,001 15160 19,154 16,243 11,968
Total  $5360,142 $7,361,462 $5,312,427 $6,874,989 $8,865,382

Cumulative purchases from State of lowa Purchasing Contracts:

have generally increased over the last five years.
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Joint agreement between the universities and Elan Financial
Services resulted in a cumulative rebate of $82,058.

SUl completed its seventh year as a member of the University
Health System Consortium comprised of most of the major
teaching hospitals in the United States.

ISU served as the lead institution or jointly handled the
contract administration process for several new and existing
Joint Regent Contracts for:

®* Moving Services;

®* Personal Computer Products;

*  Scientific Equipment And Supplies;

® Water Treatment Chemicals And Service;

* Hazardous Waste Disposal, Computers;

*  Fluorescent Lamp Recycling;

* Computer Supplies And Peripherals;

* Photo Supplies Contract;

*  Continuous Emissions Monitoring Systems Program;

* Purchasing Card Program; and

* Fax Machines.

UNI increased its joint purchases by almost 50%.

ISD and IBSSS continued to take advantage of larger
discounts through bulk purchases.

See the - Regent Exhibit Book for detailed examples by
institution.
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Requires competitive bids and public notice [§68B.3]; and

Requires the Board to give’ consent to officials or employees of
Regent institutions who wish to sell goods and services to their
respective institution. [§68B.4].

Precludes individuals with potential conflicts from being directly
involved in the purchasing decisions or authorizing of any such
contracts as well as making material changes to such contracts
[Chapter 681 §8.9(1a)];

Requires Board authorization when a single purchase from a
conflict of interest vendor (Regent employee, Board Office
employee, or Board member) exceeds $1,000 or a fiscal year's
cumulative purchases exceed $2,000 [Chapter 681 §8.9(2)];

Allows prior authorization on a pér occurrence basis or on the
basis of approval by the Regents of a list of individuals
[Chapter 681 §8.9(2)];

Declares that once approved by the Board, an individual will
remain on the approved master list maintained by the
entity  transacting  business with the individual
[Chapter 681 §8.9(2)]; and

Requires a written and signed authorization from the employee
requesting consent [Chapter 681 §8.9(3)].

Requires purchases from Regent employees (i.e., conflict of
interest vendors) to be included in the annual purchasing report
to the Board [§8.09(C) and §10.09(E)]. ’
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Each 'Regent institution is responsible for identifying and

analyzing conflict of interest vendor purchases at its institution.

Written requests for approval of vendors with a potential
conflict of interest are presented to the Board on an individual
basis. ~

Institutional submissions of Conflict of Interest Vendors are
maintained in the Board Office.

Purchasing personnel at the Regent institutions maintain

_conflict of interest lists and compile annual expenditures.

The Board approved 10 new vendors for a totél of 116
approved vendors:

- SUI= 46
* ISU= 47
* UNI= 20
* ISD= 2
* |IBSSS= 1

Purchases from conflict of interest vendors on the Board-
approved list totaled $351,257, a $230,160 (190.1%) increase
over FY 2000 purchases. The large increase was primarily
due to a Board approved vendor that was awarded a
competitively bid contract at lowa State University.

Expenditures were:

* SUl= $50,867 .
* ISU=  $276,264
® UNI= $22,545
* |SD= $0
®

IBSSS =  $1,581

The table on the following pages contains a comprehensive list
of vendors approved by the Board and the expenditures for
each during FY 2001.1
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ATTACHMENT G — VENDOR COMPLAINTS
: Page 39

Requires institutions to follow established procedures for
investigating vendor complaints [§8.03F].

Vendor complaints follow a hierarchical process where they are
first directed to purchasing management. If not resolved at that
level, the complaint may be appealed to institutional
management. The complaint may be submitted to the Board
Office if necessary. '

The institutions report that no formal complaints were received
during the year.



