State Procurement Office
SPOCON 2019 BREAKOUT SESSION — TRACK 2: Construction

Hawall Products
Preference

HRS § 103D - 1002
HAR 3-124, Subchapter 1

AGENDA

» What is a Procurement Preference
» What is Hawaii Products Preference (HPP)
» How to process a SPO-038 form

» How to verify a SPO-038 form cost
breakdown
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What is a Preference?

Contractor Proposal A Contractor Proposal B
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Class | and Class II.

Summary:

Hawalii Products: What is HRS §103D-1001

» Products must meet the definition of “Hawaii Products,
which means that the products that are mined, excavated,
produced, manufactured, raised, or grown in the State and
where the cost of the Hawaii input towards the product
exceeds fifty percent of the total cost of the product for

There are 2 classes: Class | and Class Il
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Class | Examples:

CementZLoncrete

Cinder Sand

$
el

7 Horticulture

Silviculturé Livestock
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What is Hawaii Input?

» Hawaii input is all the local costs,
» Includes costs such as:

» The cost of labor,

» Variable overhead costs

» Fixed overhead costs

ﬂ@

How to Process an SPO-038 form

1st Way :
Submitted During
Solicitation

2nd Way:
Submitted to SPO
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How to Process a SPO-038 form

Step 1. make sure Total > 50%

12 | Definition: "Hawail Input” is the part of the product cost attributable to production,
manufacturing, or other expenses arising within the state of Hawaii.

Fill in every line in columns A, B, & C

a | Cost to mine, excavate, produce, manufacture, raise, or grow the materials in the state of
Hawaii.

b | The added value of that portion of the cost of imported materials incurred after landing in
the state of Hawaii, including but not limited to other articles, materials, and supplies,
added to the imported materials.

¢ | Costoflabor, variable overhead, utilities, and services, incurred in the preduction and
___| manufacturing of materials or_products in the state of Hawaii

d | Fixed overhead cost and amortization or depreciation cost, if any, for buildings, tools,
and equipment situated and located in the state of Hawaii used in the production or

manufacturing of a preduct.

&
% e | Totals

8, S

— . .
sp‘o'con 13. Percent of Hawaii Input 72 % 12e. Column A Total + Column C Total)

2019

How to Process a SPO-038 form

Step 2. Verify the SPO-038 form is signed and dated by the
Authorized Representative of the company

14. Failure to adequalely verity, deliver, or supply Hawail products. A procurement officer who has awarded a contract finds the coniraclor has falled lo comply with HRS
§103D-1002, Hawaii products, the contract shall bo cancelled and the findings shall be reforred for debarmant or suspension proceedings under HRS §1030-702. Any
purchase made or any coniract awarded or execuled In violation of this section shall be vaid and no payment shall be made by any purchasing agency. If debarred, the
person o company shall be prohibiled from bidding on any stale or counly gavernment solicitatians for p to three (3) years.

Should the procurement officer receiving a protest challenging the validity of the classification of a Hawaii product request an audil of the information of the proper
classification of the product as defined under HRS §103D-1002, the cosl of the audil shall be paid for by the requester.

In the event of any change thal malerially alters the offeror’s ability to supply the certified Hawail products, (he offeror shall nolify in wriling the procurement officer within five
(5) working days of knowing of the change and the parties shall enter into discussions for the purposes of revising Lhe contracl of lerminaling the conlract for convenlence.

Information submitted is CONFIDENTIAL of DATA, and the afficer shall not disclose this form, pursuant fo HRS §92F-13(3) on government
records; exceplion's to general rule.

I certify, under penaities set forth in HRS §102;39%8
G tr

products, that the information provided herein has bét mined by
me and to the best of my knowledgg e 5

Signature of Authorized Representative:

&
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How to Process a SPO-038 form

Step 3. Email the contact person, listed on the SPO-038
form, and request a cost breakdown

%
- 128 Hoanaii | 12 8 non- Hawsi
How to Verify a Cost Breakdown "™ s g >
418029214
Hawaii Non-Hawaii Total 349,817 Hawaii Non-Hawaii Total
Dollars units Per unit
Material costs
Cement ¥13,247,531 13,247,531 37.87"
Aggregate /10,229,058 4,573,156 14,802,214% 29247 13077
Aggregate transfer '/51,315 5],316-/ 0.15'/
Flyash /169,813 169,813% 0497
Fibers v/ 735,226 735,226 210 ¥
Color /208345 208,345 060"
Additive V2,054,424 2,054,624 587
Other v 346,972 346,972 0.99 v
24.28 0.2
26.87 60.50~" 9037 128
Delivery costs /11,3641.898 11.364.898‘/ 32.49'/
Variable plant costs < 3,635,559 /900,405  4,535,964¢" 10.397 2574
42.88v 2577 4545442
Fixed plant costs +1,367,425 1,367,425 7 3914
Indirect costs /3,821,811 3,821,811 1093 12D wawaii foput
1o} 484 11 & Nen- Hanai Inpub
83 - ™83 120 1367102
21 150,67
Total 30,639,880+ 22,066,053~ 52,705,939 v 8758 63.07¢ 15663
58.13% «
30,629, 80
——— = 58.19%,
5§2,70%,4%9
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LET’S SEE WHAT WE LEARNED....
... TIME TO PROCESS A SPO-038 FORM
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Cement Group #1 - Exercise

HAWAIl INPUT NON-HAWAN INPUT TOTAL INPUT
unITS
Produced - Others 145,524
Produced - HCAD [
Purchased 0
Total Sales Units 555

PBer Unit Der Unit Ber Unit

DIRECT MATERIALS
Aggregates. 2,886,082 0 2,896,082
Manufactured Sand 4582438 0 4,582,434
Dune Sand 1704413 |§ 6379 08 = 1704413 [§ €378
Cement
Admixtures
Fibermesh
Other Materials

Total Direct Materials.

VARIABLE PRODUCTION COST

Direct Labor 126,120 0 126,120

Indirect Labor 398,337 o 398,337

Repairs & Maintenance 183,963 32464 216,427

Gperating Supplies 99875505 33202 133,167

Fuel 56,656 24281 80,937

Utlities 227,135 [ 227,135

Other Variable Overhead 335,393 0 336,303
| Total Variable Overhead 1428479 |§ 982 50037 1§ 062 1518515 |§ 1043
|

FIXED OVERHEAD COST 1,203,958 [§ 869 - s 1,203,958 [$178.69

12 8) Cost to mine, excavate, produce,

manufacture, raise or grow materials in

state of Hawail s 6379 s - s €378
12 b) Added value of that portion of the cost

of imported materials incurred after landing

in the state of Hawaii s 373 s 3274 s 3647
12 &) Cost of labor, variable overhead,

utiities, and services, incurred in the

production and manufactureing of materials

of products in the stat of Hawaii s 982 s 062 S 1044
12 ) Fixed overhead costs. S 889 s - s 889
Totals § 8623 § 3336 $ 11353
Percent of Hawai Input 2%
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Cement Group #1 - Results

‘Submit ane (1) form for each product.
i white, 2% low fat. 1 gallon four (4) 10 & case etc.):

Feady-Mix Concrete per cubic yard

B  product (e, Cs ASTMUAMSTO USDA, ete. - ASTM C34.

10. Product svadableon  (B0abs  [IMswl  [JHawsll  Disnsl  OKasal [ Molokal

1. Prosu i catd an agicuturs, sqsacaurs, hrtculturs,sivesauesl, Rl o siat of Howst
Oves o Ete
12 | Quinton: awah it i prt o e okt con st o procucton, - ] <
racAachicog, o e expartes a1bing AP aaia of How wnaesn | o gt .
aac
+ | conto e, s, s, manaccn, ane, o g e maaran v et | gapsecuen | sape e 8179 per vt
o | 1o st o st e e con ot mpanes s v srar o | sampeies | spzapemt | 5260 parien
12 e ofHowa, ek o ved orr e, a3 e,
| Contottabe, varave ovebesa, ubliss. and services, ncured inthe producionand | §0Baperunt | SG2pwent | §104) parunt
producls i the siainol Howsd
& | Fimd ovahend con an amcrzaion o depciaion cos,  ary, ko bubdrgs, s, | $8BYpcunt | $gperat 1280, perunt
pievh
® | Totals 48623 per unl 33226 per unit £119.59 per unil
A G ©)
53, Pascand of Hawsi ot ns 126, Column A Total + Column C Tolal) n tolibuie cunes |
| m o gty
| Pyt prei i W Ccated s i a1 Tekanes o Sebamant o Supanson prochesngs acar NS Ve Ay
Weooumc, e

b T ————

protest
RS §1030-1002,

Information scbriied i CONFIGENTIAL ar PROPRIETARY DATA, and e i, oo, pursiant ko KRS §92F.
G503 xcaplon’ o Ganarals
I ertity, been examined by
me and fo the bes{ of my knowledge and belie! s true, correct, complete, and made In good faith pursuant fo HRS §103D-101.
i
B oue:_p222016
vt Disney T
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Hawaii Input %: 72%

Classification: Class |

Hawaii Product: Yes

Recommendation: Approve

Cement Group #2 - Results

“Subemit one (1) o for each product
8 Spechy
Portiand Cosent

M e, 2% o fat. 1 gBAo, four (€) 19,3 case elc |
Ty UM

o product (. Catformia Mik Sancarss, o)

0 Podmeon @i BHm B awss

Blas Ekossi B Mokkai
1. Produc i corfind 0 agrcles,secullrel. horicusal, kv, Forcutra, o eesock S4oduc i, g, o areesied i e ia o Hoe

Oves o Mo
12 | Dafintbon: “Hawail Ingut” i tha par of he product cost anribatabis 1 Brosuction. A e c
IRGTICUTG, O A1 SxponHas 35 w1 i o o [IREFIRPR [eR— Towla s B
Bac -
8 | Costaomine. excavate. procuce, manutacture. 1584, o row the matarats e stste of | S___parunt | 553 perunt 368 por um.
ey -
b | The sies ndngin | Speruat | 5 peruet 54 par vt
g i el gl e gsmporhi gy
& | Com oftwacr, varsbie overhesd, uiies. ans servics, incured i the procucton and speums | S perums 330 pevune
Srocucts i he state of Haws
9 | Fand overear cost and amariiztion or degraciation cot, f any. fo buikdings. look, sgpecunt | 5 S8 par st
o | Town 530 e vk 9l per ot S107. por ot
1 A% (12e. Couumn A Tolal + Column C Total
| 14 Fakes dotver, comaty wn 1S
§1030-1002 or e WRS $1830.102_ Ary
| purchass made o a1y conlinc mwarded o ecuted in volason 3 be made Wdetorrsd, e

| et e oot st e ot et gt ot ot e e o i e i o 1 e

nma e
) o

oata, Torm, purseni 10 MRS 3E7-1303) on gavecrment
HCorOs, exception s o genaral .
1certify, under penaities set forth in HRS §1030-1002, on Hawaii products, that the infrmation peovided herein has been examined by
me and to the best of my knowledge and belief is true, cormest, complete, and made in good faith pursuant to HRS §1030-101

Dase_2242917

Print Name of.
GOVERKMENT USE ONLY
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Autor
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Hawaii Input %: 37%
Classification: Class |
Hawaii Product: No

Recommendation: Disapprove
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Animal Info
Ranch Weight (Ibs/hd) 1154 Travel Shrink % 10.0%
Live Weight @ Plant (Ibs/hd) 1039 Dressing % 54.7%
Rail weight (Ibs/hd) 568 Carcass Cutting Yield 71.0%
Red Meat Weight (Ibs/hd) 40326  Bandsaw Loss % 6%
Live Cost ($/1b) 055
Live Cost (5/hd) 634.7
Rail Cost ($/1b) 112
Red Meat Cost ($/1b) $1574
Freight
Live Freight-In Fees ($/hd) 125
Red Meat Freight-In Fees ($/Ib) 031
Freight-out Fees ($/1b) 0.30
Total Freight Fees (S/Ib) $0.610
MeatCo Fees

Fee ($/hd) 200
Rail Processing Fee (5/1b) 0559
Total Fees ($/hd) 535.12
Total Fees (S/Ib) $1327

Total Cost, Delivered

Cost/Ib As BrandCo $3.511 1415.80
BrandCo Gross Margins
@3.75 delivered 6.4%
@3.65 delivered 3.8%
@3.55 delivered 11%

Beef Group - Exercise

+ Forthe TOTAL Red Meat Cost ($/1b) of $1.574 we factor that by dividing the Live Cost ($/hd) which is
what it costs us to raise the animal and then divide that cost by the Red Meat Weight (Ibs'hd) which is
the total amouat of salable product that we end up with after processing.

*  The Rail Cost as listed below is listed only to show how the value of the product increases the further it
goes through processing so this cost is more of an intermediary step and shows how much the animal
costs us when it 15 hanging on the rail before going into the chiller to age and before being broken down
into red meat / salable product. This cost is factored by dividing the Live Cost ($/hd) which again is
what it costs us to raise the animal and then divide that cost by the Rail Weight (Ibs/hd). As you can
see the further the animal is processed, the more it costs to produce a finished product.

o o L o + For MeatCo Fees, I could not figue out the $1.327 for Total Fees (S1b). Please provide the calculations
54 on bow you came to this amovat. (Explanations in-line below]
Rail Cost (/1) ST12 Live Cost (s/nd / Rail Weight (Ibsid) = $634.70 _
1568 D-M'O Fees Amount Calculation
TOTAL Red Meat Cost | $1.574 Live Cost ($/hd) (11d Meat Weight (Ibs/hd) = {Description ______|
L($flb} $634.70/403.26 ‘Slaughter Fee ($/hd) 5200 This is a flat rate fee that Kunoa charges fo all
producers. Whereas we treat the slaughterhouse
as a sep i ourselves this
for every animal that we process. Since we
+ For Freight, how did you come up with 0.30 (Freight-out Fees $1b)? | think | calculated the also process for our a lot of other ranchers and
0.31 for Red Meat Fréight-In Fees (S/1b) correctly: (please see explanation below) local beef brands we hold ourselves to the same
fee and level of accountabilty. To slaughter 1
Freight Description Amount Calculation (how 1 got Amount) animal at our Kapolei fanlnvll-af-a is $200.
Red Meat Freight-In Fees [ 0.31 Live Freightn Fees ($/hd) ©d Meat Weight + Rall Processing Fee 5059 This includes the storage and processing Costs of
|(SMb) {Ibs/hd) = 125 10326 (8Mb) turning that carcass into salable product after
+ Freightout Fees (1) | 030 This calculation 5 based purely off of what we slaughter. The main factors here are the
A are charged by our distribution partners and onty storageirefrigeration/electricity and the labor cost
W for distribution on Oahu. We are charged 50.30/b mewamed 5%‘msd
1 to distribute to Times su here on cluates gently depending on the amount of
fids 'ﬁmmm"m) nmlhh:swpmmemm[.ﬂelemmly
and any outer distribution is $0.401b. So goes up. i workers are having an
the total hts(SlIb]vnllvarybeﬁwm y'neavwageradprowssngleelsﬂblforwm
o - susmm  depending on where the customer o SLEMD.
R : an licity and whereas the bulk of our AL Fees ($/b) $1.327 To find out the TOTAL Fees (5/1b) we divide
. b dsmmm.smonnuwelmnaswm the total fees ($/hd) of $535.12 by the Red
7 TOTAL Freight Fees | $0.610 Meat Weight (Ibs/hd) of 403.26 Ibs. You get a
: on | (571b) total of $1.327.

2019
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Beef Group - Results

Subrma cne (1) form for sach product.
8. Specity VA whits, 27% low 1, 1 gallon, four (440 5 cose et |

). ten {10) pound, in

‘wach case|
" e, 6208}
10. Produed availsble on: E0shy EMei EHewai OJlansi [ Kauai [ Moiokai
" w;l:nT;:mlwmw [EYS——— orowm, » Hawaii Input %: 100%
12| Dwfinmon “Mawsl input” |9 the part of B product cost attributatie 1o production, A s 3

aluch i O SOME Sepnane Wi Wik s akte of Hasel, Ml |mgut. Nen Mawal input. ToAsn
8 | Costio mine, excavate, produce. marfaciure, taise, of Grow the malorials in e state of | S157porunit | $0.00 per unit $1.57 parumit s - .

b, » Classification: Class Il
» a $0.00 per unit $0.00 por ueit- $0.00 per unk.

1 state of Hawsil, including but not frmied o ofer articles, malerials, and supglies.
© | Costof labor, variable overhesd, JbBles. and servioms, incurred in e production and 51,54 por unit 30,00 per unit $1.84 por unk
d | Fonad everhead cost and amartzason or deprociation cost. i any. for bukdings. focls. an | $0,00 per unit $0.00 per unit $0.00 per unt H . .

» Hawaii Product: Yes

) e e Ry,
i 109% (120 Column A Total + Column  Total) Al Alump  amss il

shal be vaid

Shoud e grocirement oficar feceiving & preiest chalinging the vaidey of the csssfication of 3 Wewsi product reques: an 3u of e ibrmation of the proper

& HRS §1030-1062,

% s « aTA car et ot Sacions s form, pursuac 15 HRS §H2F-1303) 08 govarmmect
ricorse. sxcegeces s gerwrs e
me and to the best of my knowledae and belief i (rue, correct, complete, ¥
Mémna s 3/4/2018 7:09:17 P POT
. n Print arme o Autro Hows, T, Channe) Manager
GGVERNMENT USE ONLY
SPOCon o Pl Bt
Gavemment
Samh Al 9] 1¢]18
2019 =

|

B s S L T o i e e e o s v it 0t 2 | > Recommendation: Approve |

What to Remember

1) There should only be one product per SPO-038 form;

2) Cost data for each product shall reflect the product’s actual total production cost per
unit. And agencies should ask for a detailed cost breakdown for line items 12a to 12d
for Hawaii input in order to verify that the percent total for Hawaii input really is over
50%;

3) Once the Department/Agency completes its review and the Procurement Officer finds
that the product has qualified as a Hawaii Product, the PO shall notify the approved
applicant in writing that their product qualified (i.e. an email is fine). You may also
want to include the link to our Hawaii Product site where the product(s) are posted.

Here’s the link: http://spo.hawaii.gov/for-vendors/hawaii-product-preferences/.

4)  The Procurement Officer shall also submit the approved SPO-038 form to SPO within
five (5) working days of the approved date so we can post the approved products to our
Hawaii Product Preference site.

5)  Lastl ly please check our Hawaii Products’ site, about 10 days after the approved SPO-
038 form is submitted to SPO, to make sure your approved product(s) are posted.

SPO (10/16/2019)
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Questions? Please contact:

Jittima “Jah” Laurita at
586-0766 or jittima.laurita@hawaii.gov

Stacey Kauleinamoku at

& 586-0571 or stacey.l.kauleinamoku@hawaii.gov
I Kevin Takaesu at
‘ @ 586-0568 or kevin.s.takaesu@hawaii.gov
—r‘—“\—— -
SPOCon

2019

Noon: Break - feel free to visit vendors
12:15: Buffet lunch

12:45 pm: AWARDS PROGRAM

1:30 pm: Surveys due

.
T
89

2019
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