IT Industry Government Council

September 1, 2005

Arlington, VA

Introductions:  Tina Burnette
GSA Update:  Darlena McKnew
1. HSPD-12 BPA establishes qualified vendors, rollout over next 18 months
2. Scope reviews

3. TAA- rumored that some acquisition centers will be getting a waiver from the trade rep.  Many office supply vendors have been audited for noncompliance with TAA.
a. Bruce Leinster- We have been fighting this issue forever.  The U.S. government suffers because we won’t change our practices for the government because we are in a competitive environment.  TAA is a crippler and is horrifically difficult to track.  DOD already has a waiver on “Buy American Act”
b. Tina Burnette- We have talked to the Trade rep for China and are in contact.  Could take 12-16 months.  GSA will keep industry posted on the waiver situation.  It is being dealt with at the highest levels of GSA.  Data is being collected from manufacturers to provide economic impact of TAA
c. Jeff Koses- DOJ has taken a strong stance, a number of office products vendors have been found to be noncompliant.  Protect yourself- have a system on place to track your sources.  

d. Tina Burnette- Also make sure you manage your customer’s expectations.

e. Steve Charles (Immix Group)- The U.S. Trade Rep said that no agency high level official has spoken about experiencing pain over not having access to certain products.
f. Tina Burnette- We have complained to the trade rep.

g. ITAA and Tina to meet about this issue.

4. Quickmod- Not expanding to new vendors right now because GSA is looking at price justifications

a. Tina Burnette- We are stepping back to resolve new problems about the program

b. Tricia Pierson- We have to remember it was a pilot program.  We want to expand it to other SINs but have to work out the kinks first.

c. There will be a new process for 30 days, after 30 days it will be evaluated.  After 3 months we plan to allow more vendors to join.

d. The mod will be out to modify to current 28 members.

Industry Update:  Bruce Leinster/Paul Pitera
1. Use of T&M contracts and the issues regarding prime contractors’ use of subcontractors in fulfilling hourly requirements
a. DCAA’s focus- payment to prime when they use sub to deliver T & M on labor hour contract

b. FAR Part 4 clause was intended to be a FAR Part 15 clause, not a FAR Part 12 clause.
i. Don’t give price and cost data commercially.
ii. Treating subcontractors as “material.”  A contractor can only be paid what the sub is charging the prime

c. Proposed FAR rule

i. Commercial:  Prime paid at prime rate

ii. Sub paid at sub rate plus profit (?) etc. if sub is name in contract.  
d. When a company provides solutions it’s Fixed Price, but with consulting and when a customer can’t define exactly what they need T&M is necessary in Government and commercially.

e. Commercially you sell at only ONE rate.  The prime rate.
f. This new provision from DCAA- there is ambiguity and confusion—let us clear it up for you.

i. Hours were spread out among prime and sub, at onset of contract you had competition and commercial items

g. ITAA has gotten involved and has met with GSA

h. Dee Lee’s DOD staffperson has a good discussion but disagreed.
i. Senator Peter Levine introduced as an amendment on the floor
i. Language stated that prime paid at prime, sub paid at sub rate plus reasonable amount for overhead so long as the sub is identified on the contract.
ii. Transparency is his concern, calls it the bait and switch
iii. Just want to make sure customer knows that the person performing the work is not the prime contractor

iv. Government decision first.  T&M or FP

v. Not interested in small business threat.
j. Bruce Leinster- T & M are used a lot—we went in front of the 1423 panel and pleaded this case

k. This introduces a noncommercial element to our commercial contracts—a cost element.

l. We have calls into committee staff and a Coalition of Councils
m. Need true inclusion on commercial practices
n. Kitty Klaus- If we did this they are no longer schedule rates—Regions will interpret this very creatively (will hinder our use of subs)

o. Bruce Leinster- In current bill it is retroactive but Peter Levine agreed to change this.

p. Linda Rodden-  He agreed to make it performance based.

q. Michael Del Colle- It’s a government issue
r. Bruce Leinster- It’s an intrusion on commercial practices

i. Government wants to deal with the commercial group of the company

ii. Will change the way we do business

iii. Peter Levine says he will write small businesses out of this
2. Reinstitution of post award audits in GSA Schedules

a. Used to have post award audits

b. Would always ask for older 2-3 contracts to remedy defective pricing

c. Investigating how much $ we could save with these

d. Spot pricing etc. has rid the need for this

e. Agencies trying to save money

f. Tina Burnette- FAS recommendation is a “middle point”

i. IG has uncovered many situations when this is needed

ii. IG will audit if you are charging more than list price

iii. As long as there is competition in the file

iv. We need to establish what post award audits means nowadays

v. Auditing that you are NOT charging over list price

vi. Focus is on price reduction clause

3. Use of “cascading” in solicitations

a. Creating a hierarchy of businesses and open disadvantaged bid first and may award without ever looking at IBM’s proposal

b. Agencies are trying to avoid doing market research

c. Notified OFPP

d. Sandra Floyd- When we respond to cascading it is difficult to receive feedback

e. Michael Del Colle- You have a debriefing right.

4. Amendments to authorizing bills regarding use of small businesses in general and GSA Schedules specifically.

a. Rule of 2:  GSA contracts, if 2 or more small businesses can meet the requirement they need to be considered

b. New** Anything under $100,000 must go to small businesses on schedule

i. Need to clean up who is and who is not  a small business

c. Private vs. Public (A-76)

i. Private cannot win unless their benefits package is better than public package

ii. Any effected employee can have standing in a bid protest

Small Business Administration: Gary Jackson
1. Size standards and restructuring

a. All employee size standard in 2004

i. Got feedback

ii. Held public hearings across the country to get feedback

b. Received several common questions

i. Simplification of size standards

ii. Application of size standards

iii. Should there be a standard set

c. Concern about shirt from revenue to number of employees may effect some small businesses

d. Over 6000 comments and 5000 out of 6000 were pretty similar

i. www.sba.gov/size for transcription of public hearings—300 people testified
ii. not a lot of comments on subcontracting issues

2. Robin Bourne- If a small business is acquired by a large business than they must re-certify if the large business takes over the contract?
3. Gary Jackson-  Novation gives regulatory mandates

a. Other corporate acquisitions need to be addressed so we have consistency

b. Do not want to negatively impact companies just to simplify

4. Competition and size requirements

a. Who should SBA assist

b. Set up tiers of size standards?

5. With visibility and interest we can make positive changes to help strengthen small businesses
6. Mr. Jackson has no pressure inside or out to follow a specific guideline.  Decision is open and everything is on the table

7. Bruce Leinster- Problem with “graduating small businesses” or medium businesses

a. Can agencies get maybe ½ point toward small business credit for going to businesses with certain “graduating criteria”?

8. Michael Del Colle-  Any consideration to look at commercial identifier – stock market?

9. Should small businesses be treated different?

a. Yes, but our system and data should be accurate

b. Want to work with GSA, but let’s do it quickly

10. Current and proposed standards do well with different categories of sellers (ie, resellers, VARS, etc.

a. Problem:  at the procurement level standards are different

11. Gary Jackson- Not enough expertise

a. Not many subcontract comments

b. Not easy to just switch size

c. Value added resellers merit review within industry

d. Bounce ideas off of councils to make things work better

e. Small business status determined at bid time

f. Companies novated must recertify

g. Not novated – loophole

h. Recognize that we need to deal with this issue

i. Require proposed rule for annual certification.

j. Pros and cons to each approach.

k. Very close to having a decision made

l. Should present to Administration next week for final approval.

m. OMB review after (up to 90 days to look at)

n. A small business that gets bigger should be treated differently

o. Need to get a better policy

p. Request that GSA not drag out its review

12. Patricia Pierson- Agreed.  Want to finalize.

13. Ron Segal- C.O. specifies what standard will apply.  Locks some out of procurements.

Cooperative Purchasing: Peter Schwartz, Tom Dewitt, and Cathy Muse (Fairfax County).

1. Visibility!

a. Target message for awareness of program

2. Issues and opportunities

a. Major GSA customer (DOD) is moving away

b. Not as many accountability regulations at the state and local level

c. Money spent on schedule 70 has Federal accountability

3. Incentives

a. US communities gives money back to the counties in the form of a “rebate” check

b. Money and work stay in the state

4. DHS

a. 51% of grant money going to the states is being given back at the end of the year, unused

b. Need Schedule 70 endorsement by DHS

c. Need DHS to clarify grant use for services (expertise, security, etc.)

d. Determine items on schedule that fit on DHS ODP list

i. Interoperability

ii. Security badging systems

iii. Training

iv. Forensic Equipment

e. Modify GSA Advantage to include DHS or Homeland Security logo next to ODP list items by product or service

f. State Entity that administers DHS grant $ can take 2% 

5. Cathy Muse

a. County centralized IT purchasing to bring requirement to one department

i. Department of Human Services and DIT have taken over IT initiative

ii. Primarily products and some services

iii. $16 million on “staff services” to county and schools

iv. Contract with 86 suppliers 

v. Just started pulling about 30% of services to IT Schedule 70

b. DHS

i. Resources required to deal with DHS are daunting

ii. Requirements are added to already existing requirements with no additional personnel

iii. Regional readiness exercises

1. Needed to test interoperability

2. IT Training to test interoperability

c. Local Governments will use ALL tools you put in their toolbox.  Do not only use one vehicle

d. Us Communities

i. Educated sales force of vendors to help “sell” contract

ii. $700 Million total sales

1. $300 million office supplies

2. 1/10% back to contract administration group (Fairfax, LA county etc.)

e. Has draft changes to procurement regulations
i. GSA may share the changes with anyone

ii. Cathy will assist in presenting procurement information to groups with GSA

GSA E-tools:  Chuck Popelka and RaeAnn Ehrler
1. E-offer

a. Digital Certs for $140

b. Not all digital certifications are the same

c. GSA digital certificates are level 3 Federal Digital Certificates

2. E-mod

a. Vendor initiated

b. Working on modification templates

c. E-Extensions are first GSA initiated e-mods

d. Work toward electronic negotiations

3. Contracts online

a. Phase 1:  Post Clauses

b. Phase 2: 11/06 post all pricelists

4. eVA

a. Working with the state of Virginia and GSA to allow VA to go back and forth in their system from state procurement vehicles to GSA Advantage

5. Solicitation Writing System in FY06

Strategic Sourcing:  Linda Hauenstein
1. Asks agencies to come up with three commodity groups to aggregate and improve purchasing processes across organization- Treasury Consortium
2. GSA Assistance

a. Set up agency BPAs

b. How can e-tools help

c. FTS will be new lead for this initiative

3. GSA is doing spend analysis for DHS

a. DHS approach is to do IT on their own

4. GSA’s assistance to Treasury

a. Commodity groups:  Office Supplies, Domestic Express, IT, Copiers, Cell Phones
b. GSA to meet with the CAO Council on 10/6/05 to talk about the treasury Consortium approach
Industry Update Continued:  Paul Pitera

1. White Paper for repair and alteration to be added to all Schedules- Review
Teaming/Subcontracting Subcommittee:  Kitty Klaus
1.  Subcommittee to submit white paper

2.  Steve Charles- Did Roger Waldron talk about concern over cost issues under MAS?

Wrap-up:  Lindsay Levine
1.  Pros
a. Good speakers

b. Good recommendations about DHS specifically
c. Good agenda

d. Cookies

2. Negatives

a. Need more water

b. Better room temperature management

3. Next time

a. EPA Clause
b. Assignment of Claims

i. Make sure representatives from Policy attend-  Invite Bill Clark
c. Do not hold the meeting Dec 3-5

