ITIGC 8/17 Industry Update

· 7-8-06 Coalition Recommendations to Lurita Doan 

· Inconsistency and lack of standardization in the solicitation and negotiation process.

· Insufficient staff resources and training to support the schedules program.

· Less than optimal use of existing technology and e-tools 

1. Standardize the schedule solicitation and negotiation process to improve uniformity in how schedules are executed across GSA.

2. Make maximum use of technology to automate the schedule negotiation process.  

3. Enhance and properly train contract professionals in GSA to ensure familiarity with established schedule rules and technology.

4. Work toward the elimination of specific schedules so that each company applies for one “Master Schedule”.

· Doan interested in NASA SEWP


BY Matthew Weigelt
Published on Aug. 2, 2006 
The General Services Administration could take over a NASA governmentwide acquisition contract that specializes in powerful information technology for science and engineering chores, if GSA Administrator Lurita Doan gets her wish. 
“GSA is the premier location for procurement, and what we want to do is allow agencies to focus on their core mission,” Doan said. Handling the contract, Scientific and Engineering Workstation Procurement, distracts NASA’s resources from the agency's primary purpose, Doan said.

· 5-22-06 Gov Works explanation of  how the Interior Franchise Fund works  (Copies will be provided)

In general Gov Works advised GAO 

1. “Unexpended funds need not be deobligated at the end of their period of availability if obligated during the period.

2. An ordering agency need not define its bona fide needs with the same degree of specifity that the IFF ultimately may define the work in the final, definitized contract that fulfills the ordering agency’s requirement.  GAO recognizes that a requirement may remain relatively undefined but still meet the bona fide needs rule

3. The bonafide needs rule provides that an agency may obligate funds to meet a legimate need arising in the fiscal year for which the appropriation was made, regardless of when the work is actually performed.  Once limited-period funds are obligated they remain available for expenditure until the obligation is liquidated.  Funds properly obligated during their period of availability to meet a need of that year, then the “timoing of the actual expenditure of the funds is …irrelevant”

4. While the IFF cannot accept funds transferred under an interagency agreement containing a patently inadequate bona fide needs statement, ultimate responsibility for the proper expenditure of an ordering agency’s appropriation most properly lies with the accountable officers of that agency.
· 4-20-06 Contract Services Association CSA releases their top 10 issues to focus on.

(See handout)
· July 2006 INPUT -  Schedule 70’s IT Services Slowdown
The growth of Schedule 70’s largest contract area has slowed to the point of decline. IT services sales account for over half of all Schedule 70 sales and last year it closed with the lowest year-over-year growth in five years (1%). INPUT predicts the sale of IT services through Schedule 70 will decline by 5% in FY06, and equipment sales will be flat year-over-year. 
Schedule 70’s IT services mid-year total of $4.4 billion falls well short of last year’s $4.8 billion half-way point. Exhibit 1 shows sales of Schedule 70 IT services through the end of the year, with INPUT’s estimate for Q3 and Q4 FY06. 
 

· GSA Financial Status- Gov Exec  GSA financial situation worse than predicted 
· As of June 30, the Federal Technology Service reported a $104 million deficit for this fiscal year, the documents stated. Originally, the beleaguered agency had predicted that FTS would lose only about $80 million by June 30, according to the same set of documents. A write-off of GSA Preferred, a failed agency information technology project, accounted for $71.4 million of the losses, the documents stated

· The drastically different financial pictures at the two organizations provide an argument against consolidation, Fox said. Were the two funds be combined, GSA could prop up its unhealthy FTS businesses with FSS-earned surpluses, he said. FTS "will be insolvent for years to come," he added. A merger of the two funds would "hide a serious problem for as long as it can be hidden."
· July 06 BUR TON OUTLINES OFPP WORK ON MAC CONTRACTS, STRATEGIC SOURCING & OTHER PRIORITIES (From Coalition News Letter 7/28/06)

Getting a handle on single agency Multiple Award Contracts continues to be a priority of the Office of Federal Procurement Policy, according to acting OFPP Administrator Rob Burton.  No decisions have been made on what to do once all data is collected, a process that is nearing completion.  As for strategic sourcing, Burton said that some agencies need more help than others in implementing this buying practice and that OFPP is dedicated to providing that help.  Lastly, Burton stated that OFPP expects to be tasked with implementing many of the recommendations of that SARA panel, a government-industry panel that has met for nearly 18 months to identify needed changes to federal commercial item acquisition

· 8-4-06 Denett confirmed as OFPP administrator

He said he intends to offer better training so acquisition workers can handle increasingly complex challenges. He wants agencies to be more effective in emergency situations by planning their responses ahead of time. He also wants agencies to improve their communications with one another.

· 8-9-06  e-mail received from GSA regarding year end 
                      (Attached PDF will be provided)

As the fiscal year end rapidly approaches, GSA is standing by to fulfill your IT, Professional and Network Service requirements.

Please note the critical dates below for submitting funding to GSA for contract action.

Funding, requirements and signed Interagency Agreements must be accepted by the dates shown for the types of contract actions listed.

Type of Contract Action/Acceptance Deadline:

August 31, 2006

   Incremental Funding Modifications that must be funded and  executed by the end of the fiscal year.

   Option exercises that must be executed by the end of the  fiscal year.

   New task orders, contracts or modifications for services.

September 22, 2006

 New delivery orders, contracts or modifications for supplies (e.g.,

 hardware, software and software licenses).

Full acquisition services at a fraction of the cost to develop, award and manage your own contracts.

If you have any questions or please contact your local FTS representative or contact;

David M. Lampert

Sales Account Manager

450 Golden Gate Ave, 5th Floor East

San Francisco, CA  94102

(415) 522-4584

Fax (415) 522-4501

Cell (415) 407-8172

david.lampert@gsa.gov

· GSA’s inspector general squeezes profit margins of vendors selling services under schedule contracts

By Jonathan S. Aronie
Published on July 31, 2006 
As if the vendors who have General Services Administration schedule contracts don’t have enough to worry about, here’s a new one for you. Apparently, GSA’s inspector general has decided that companies selling services to the federal government should be limited to 10 percent profit on their schedule rates. 
Put aside for the moment the inescapable question of why the IG is setting GSA pricing policy and focus instead on the purported basis for this new unwritten rule. 

According to several auditors, the profit cap is required by Federal Acquisition Regulation 15.404-4. For those of you who have more of a life than I do, FAR 15.404-4 governs how the government negotiates profits on cost-reimbursement contracts. 

But the rules of the GSA schedule program explicitly proclaim that FAR Part 15 doesn’t apply to multiple-award schedule contracts, you say? I raised that point with my auditor friends, too. It didn’t get me anywhere. 

Wait a minute, you say. Even if FAR Part 15 were applicable to the schedule program — which it isn’t — doesn’t the 10 percent profit rule in FAR 15.404-4 govern only cost-reimbursement contracts, a contract type expressly forbidden under the GSA schedules program? Right again. But alas, to no avail. 

According to the IG, when a schedule contractor supports the reasonableness of its proposed schedule rates through the use of a cost buildup, as many contractors do when they lack sufficiently comparable non-GSA sales, the contractor effectively brings itself under the umbrella of FAR Part 15. 

Whoa, Nelly! Since when did that become the rule? The manner in which a company demonstrates the reasonableness of its pricing to GSA during negotiations has nothing to do with the fundamental nature of the underlying contract. 

Indeed, it is legally impossible to turn a GSA schedule contract into a cost-reimbursement contract. Orders under GSA schedule contracts must be based on fixed-price or time-and-materials pricing. Commercial items contracts, such as the GSA schedule, cannot be cost-reimbursement contracts. 

If those pesky legal details weren’t enough to demonstrate the folly of the IG’s view of profit, a strong fairness argument can also be made. If a contractor were selling products instead of services, the IG never would question the profit. The contractor could be making 100 percent profit on its products, and the IG would still deem its prices fair and reasonable, depending on the company’s comparable nonschedule sales. 

So why should companies selling services through the GSA schedule be treated any differently? They hold the same contract, operate in the same environment, take the same risks and are subject to the same audit oversight as their product-oriented peers. 

The answer is that they should not be treated differently. 

But in the end, even if an argument could be made that commercial items service contractors should have their profit capped at 10 percent, it seems to me that this is an argument to be made by those smart people in GSA’s policy office after obtaining public comment, not by the IG in a smoke-filled back room.

· Doan: There is no profit cap

The General Services Administration does not have an unwritten rule limiting profits


BY Lurita A. Doan 
Published on Aug. 14, 2006 
The General Services Administration’s inspector general doesn’t smoke, nor, to my knowledge, does he hang out in a smoke-filled back room. What I do know for certain is that the IG is not creating pricing policy — or any other policy — for GSA as Jonathan S. Aronie asserted in the July 31, 2006, issue of Federal Computer Week. 
I also know that GSA does not have a new unwritten rule that limits services contract vendors on schedule contracts to a 10 percent profit margin, in violation of the Federal Acquisition Regulation (FAR). 

Here are some facts about how GSA awards and administers schedule contracts for products and services in compliance with the FAR: 

· The GSA IG has not issued any policy establishing a profit ceiling on schedule contracts. 

· GSA negotiates schedule contracts in accordance with FAR Part 15. Additional, but consistent, instructions on negotiating schedule contracts are contained in GSA Acquisition Manual (GSAM) 515.4. 

· When schedule proposals are negotiated based on cost information, using cost analysis techniques, FAR 15.404-4 applies. 

· With cost proposals, GSA’s profit policy is established in the GSAM 515.404-4 and is consistent with FAR 15.404-4. The former applies to schedule proposals and cost-based proposals of other programs. The result of this analysis may be more or less than 10 percent. 

·  If a statutory restriction in accordance with FAR 15.404-4(c)(4)(i) applies, it would be applicable to cost proposals under the schedule program. Aronie is correct in stating that schedule contracts are not cost-plus-fixed-fee contracts, and therefore, the 10 U.S. Code 2306(d) and 41 U.S.C. 254(b) profit limits do not apply. 

· If a cost proposal is evaluated for products offered under the schedule program, the same GSAM 515.404-4 guidelines would apply, although the results would probably be significantly different. 

As the federal government’s pre-eminent procurement agency, GSA must make decisions on vendors’ eligibility for inclusion on schedule contracts and the rules that apply to them once they are selected — equitably, transparently and in compliance with the letter and the spirit of the FAR. This is what we do every day, without exception. 
GSA’s pricing policy for schedule contracts is consistent with FAR Part 15.4 for all GSA schedules — products and services. Where cost analysis is used, GSA follows the profit analysis procedures established in the FAR and the GSAM. 

GSA schedule contracts provide a level playing field that gives all eligible vendors the opportunity to participate in government contracting. And roughly 80 percent of those schedule contract holders are small businesses. 
 Bruce Items:

· Findings of the SARA(1423 Panel)
The Acquisition Advisory Panel, also called the SARA Panel after the Services Acquisition Reform Act that created it, recently recommended 10 changes to the federal procurement process. 

  Redefine commercial services under the Federal Acquisition Regulation (FAR) to include only services that are sold in substantial quantities in the commercial marketplace. 

  Improve enforcement of acquisition planning policies. Agencies should put more emphasis on defining requirements, structuring solicitations to facilitate competition and monitoring contract performance. 

  Apply the requirements of Section 803 of the 2002 Defense Authorization Act governmentwide. 

  Authorize the General Services Administration to establish a new services schedule with prices based on competition for each order rather than preset rates. 

  Amend the FAR to require agencies to use the Federal Business Opportunities Web site to notify vendors of all sole-source task orders in excess of the simplified acquisition threshold placed against multiple-award contracts and multiple-award blanket purchase agreements. 

  Enforce limitations on the use of time-and-materials contracts and require agencies to establish procedures for converting work done on a time-and-materials basis to a performance-based effort when possible.

  Allow protests of task and delivery orders worth more than $5 million on multiple-award contracts. 

  Use a commercial approach to determine the fairness of a price offered without competition. Analyze market research and prices from similar commercial sales when making such evaluations. 

  Move the FAR’s price-reasonableness provisions to FAR Part 12 — Acquisition of Commercial Items — and unlink it from Part 15, which deals with contracting via negotiation. 

  Require GSA to establish a market research capability to monitor services acquisitions by government and commercial buyers. The agency should also create and maintain a database of publicly available information. 

Source: Acquisition Advisory Panel
· 8-9-06 New IT services schedule recommended 
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(From Washington Technology)

To increase competition among services contracts, the General Services Administration should develop a new schedule for IT services and expand the Defense Department rule of three to the rest of government. 
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These were among the 10 recommendations the Acquisition Advisory Panel late last month made to the Office of Federal Procurement Policy and the Hill. 
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The panel was mandated under the Services Acquisition Reform Act of 2003 and comprises 13 federal, private-sector and academic procurement experts. 
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The additional new IT services schedule, would be for professional services, with prices for each order based on competition, not posted rates. 
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The push to expand DOD’s rule of three from Section 803 of the 2002 DOD Authorization Act to the rest of government includes services and products. The rule of three requires DOD to get at least three bids for all task orders placed through GSA’s Federal Supply Schedule. 
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The other recommendations include: 
» Establish agency centers of excellence in requirements analysis and development.
» GSA should develop a database of publicly available market research on services acquisitions. » Strengthen competition for procurements in excess of $5 million for orders under multiple award contracts by requiring the agency to provide a clear statement of work, a reasonable response period for receipt of proposals, significant factors they expect to consider in evaluating proposals, a written statement documenting why the award was made and a debriefing for unsuccessful vendors. » Improve the transparency of the ordering process by providing public notice for information purposes within 10 days of a sole-source task or delivery order worth more than $100,000. » Enforce policies limiting time and materials contracting; convert, when possible, time-and-materials contracts to performance-based contracts; award no time-and-materials contracts unless government can ensure effective oversight. The panel will meet again Aug. 10 to finish making recommendations and submit its entire report to OFPP in the fall.
· Final Rule on EVMS

· Proposed Rule on T&M Contracting

