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	2SHB2452 Reference for Recommendation, e.g. NEW SECTION. Sec. 22. AUTHORITY TO DEBAR.

Section 6. (2) The department shall ensure full cost recovery from state agencies, other local or federal governmental agency or entity, public benefit nonprofit organizations, or any tribes located in the state, for activities performed pursuant to subsection (1) of this section. Cost recovery must ensure that the department is reimbursed its full cost for providing the goods and services furnished as determined by the department. Cost recovery may be collected through the state agency, other governmental entity, nonprofit organization, or through the contractor.

Section 25 (2) In addition to the powers and duties as provided in chapter 43, Laws of 2011 1st sp. sess., the department shall: provide products and services to support state agencies, and may enter into agreements with any other governmental entity or a public benefit nonprofit organization, in compliance with RCW 28 39.34.055, to furnish such products and services as deemed appropriate by both parties. The agreement shall provide for the reimbursement to the department of the reasonable cost of the products and services furnished. All governmental entities of this state may enter into such agreements, unless otherwise prohibited

	Primary Recommendation 

The preference would be to have one process for DES to recover their costs for procurement, contract development, and contract management services.  Possible options:
1. Managed fee contracts where vendors are charged a management fee of specific percentage of the services provided.
2. Charge agencies a percentage based on the prior fiscal years payment to vendors for contracts managed by DES.
3. DES develop a direct charge back for actual work hours performed for agencies. 
4. Implement a chargeback system similar to the way the Attorney General, State Auditor, Office of Administrative Hearings, etc. charge client agencies for their services. 

Regardless of the option selected, there would most likely need to be a transition period has contracts are moved from their current cost recovery method to the preferred method of charging agencies for DES services. 


	References Supporting Primary Recommendation (Other states, professional journals, academic research, etc.)

A 2009 Survey of other States including the District Of Columbia showed:
· 14 States where the State’s central procurement agency charges state agencies for procurement related activity.  The primary method of charging other agencies, was a percentage of spend on mandatory or state-wide contracts.  
· 11 States charged vendors either through a flat fee or percentage of contract value. 

According to the survey A wide range of services were provided to States by the central procurement agency.

  Below is a list of the services DES provides to customer agencies as part of their Administration Fee. 

	· 
	Conduct meetings with DSHS through the procurement process, as needed.

	· 
	Draft solicitation documents for the acquisition.

	· 
	Work with DSHS’ program manager and staff in the preparation, development and release of the solicitation documents.

	· 
	Develop project schedule in coordination with DSHS schedules.

	· 
	Coordinate review of the draft solicitation with customer’s program manager and staff. Conduct base AG activities, OSP term clarification, and strategy counsel customary to state level contracts, as needed.  

	· 
	Determine the need for and create agenda, prepare appropriate announcements, determine location for Prebid conference.

	· 
	Discuss with customer’s program manager, OSP’s notification, and solicitation distribution process.

	· 
	Develop bid/proposal lists in conjunction with customer’s program manager's selected suppliers, including the Office of Minority and Women Business Enterprise’s Certified MWBE listed firms.

	· 
	Finalize solicitation document, print copies and distribute to suppliers.

	· 
	Work with customer’s program manager to develop evaluation criteria for the weighting of requirements set forth in the solicitation. 

	· 
	Draft scoring sheets to be used by evaluators.

	· 
	Document all telephone and written inquiries regarding the solicitation.

	· 
	Conduct Pre-bid conference(s) (with customer participation)

	· 
	Prepare and release addenda, as necessary. 

	· 
	Maintain contract file and contract database information

	· 
	Accept all bids/proposals until due date for submission.

	· 
	Determine responsiveness of bids/proposals.

	· 
	Prepare bids/proposals for evaluation team. 

	· 
	Facilitate and/or participate in the evaluation.

	· 
	Facilitate pre-award evaluation conferences as necessary.

	· 
	Tabulate final scores to determine successful bidder(s)/proposer(s).

	· 
	Meet with customer program manager to announce successful bidder/proposer and provide any necessary documentation.

	· 
	Notify successful bidder(s)/proposer(s).

	· 
	As applicable, facilitate response to protests.



OTHER TYPES OF SERVICES OFFERED BY DES

Single Purchase Requisitions: Single purchase requests by DSHS to OSP shall be referenced in this agreement, but shall be billed in accordance with the current published OSP fee schedule going forward.

Management Fee Contracts: State contracts that are managed by OSP with the management cost paid quarterly by the contracted vendors (versus the agencies who use them), and therefore these contracts are not included in the PAF rate calculations. A list of these contracts is attached as Exhibit D. 

No-Fee Contracts: OSP contracts that do not currently charge a fee shall not be included in this agreement. These contracts are in place to provide value to the State of Washington and currently include: Purchasing, Travel and Fleet Card Services, Travel Services and Discount Airfare.

New Special DSHS Contracts and Advertising Costs: These special costs are not included in the PAF contract service. .  These items are considered non-PAF contract costs and shall be mutually determined by OSP and DSHS on a case-by-case basis.  The fee will be based on the current published OSP fee schedule, set forth in.  OSP will bill DSHS for the applicable fee, which will be paid by DSHS to OSP  by each invoice due date.  As an alternate, OSP may delegate to DSHS authority to make acquisition.  

Extraordinary Attorney General Costs: Attorney and other services included in the contract pricing are the occasional AG costs resulting from OSP terms clarification and strategy counsel customary to the creation of state level contracts.  The PAF contract fees do not include extraordinary services such as legal defense, DSHS specific requirements, or directions to seek AG counsel, professional services for technical expertise and DSHS required conferences, which will be paid separate from PAF contract services as agreed.  DSHS must approve any such services and anticipated costs in writing prior to work commencing, and appropriate justification provided prior to DSHS being invoiced for such charges.


	Assumptions / Pre-requisites / Dependencies:





	Discussion of anticipated benefits:






	Discussion of anticipated concerns:




	List of alternate approaches:

Cost recovery options:
1. Implement managed fee contracts for all contracts developed and management by DES.  Vendors would be charged a management fee of specific percentage of the services provided.
Pros: Relatively easy to capture data and formula for charging agencies.
Cons:  Relies on accurate accounting and reporting by vendors to DES.  Value of goods and services provided does not necessarily equate to amount of work by DES.  Some vendors may be unwilling to accept the terms of a management fee.  The amount of cost recovery would be dependent on the amount of spend which may not be sufficient to cover DES’s costs or could be greater than needed. 

2. Charge agencies a percentage based on the prior fiscal years payment to vendors for contracts managed by DES.
Pros: Relatively easy to capture data and formula for charging agencies.
Cons: Relies on accurate accounting and reporting by vendors to DES.  Value of goods and services provided does not necessarily equate to amount of work by DES.  The amount of cost recovery would be dependent on the amount of spend which may not be sufficient to cover DES’s costs or could be greater than needed.

3. DES develops a direct charge back for actual work hours performed for agencies. 
Pros:    Provides documentable evidence of staff time attributed to specific billable activity.
Cons: Labor impact on DES staff part to track time.  Maybe difficult to split work across different agencies for contracts used by multiple agencies.

4. Implement a chargeback system using the revolving fund reimbursement similar to the way the Attorney General, State Auditor, Office of Administrative Hearings, and other DES services (Facility Planners) are currently billed. charge client agencies for their services. 
Pros:    Model already exists for use.  Billing agency must identify the costs they will bill.  OFM ensures billed agencies have the funds to cover the costs.
Cons: 





