September 10, 2003

Molly Moreland

Bonneville Power Administration

PO Box 3621

Portland, OR 97208-3621

Phone: 503-230-3501 and Fax: 503-230-4563

mrmoreland@bpa.gov

RE:
PSMFC Comments on BPA Draft Fish and Wildlife Policy Manual

Dear Ms. Moreland:

Thank you for providing the opportunity to comment on the draft policy manual.  PSMFC’s detailed comments are attached.

PSMFC supports BPA’s goal to gain efficiencies by implementing consistent and timely processes that would lead to better integration with NWPCC processes, emphasizing value rather than dollars spent, reducing costs, and creating incentives for cost effective management.  We appreciate recent efforts that have produced positive outcomes and increased transparency and accountability (i.e., web-based access to contractor payments and deliverables).

Unfortunately, many of the proposed policy changes, while well intentioned, will not support BPA’s goals.  These changes, if adopted, will inevitably lead to higher costs, lengthy delays, loss of value, and increased staffing requirements.  

We hope our comments are constructive and are seriously considered before adopting a final policy.

Sincerely,

Pam Kahut

Chief Financial Officer

PACIFIC STATES MARINE FISHERIES COMMISSION (PSMFC)

COMMENTS ON BPA DRAFT FISH & WILDLIFE POLICY MANUAL

September 12, 2003

Chapter 1A.
Introduction

Policy goal is to gain efficiencies via implementation of consistent and timely processes that would lead to better integration with NWPCC processes, emphasizing value rather than spending, reducing costs, and creating incentives for cost effective management.

PSMFC supports this goal.

Chapter 1B. 
General Policy

BPA proposes to negotiate full-year programs with contractors with less than full-year funding commitments.  

To manage this risk, contractors would be required to stop work between appropriations.  All operating costs including personnel, leases, utilities, subcontracts, etc. would need to be suspended until additional funding is authorized.  Most projects would likely not survive these interruptions (which could take months), the redirection of effort would diminish FWP value, and additional time and funding would be required to fulfill original project goals.  In addition, it is difficult, if not impossible, to suspend some of these costs on a short-term basis.

Chapter 1C.
Specific Policy

This section calls for 3-year project proposals.

This proposed change could be advantageous for predictable, recurring projects; yet problematic for multi-agency non-cyclical projects.  While projects will endeavor to create work schedules and budgets that can be followed, it is important to recognize and adapt to changing conditions.  For example, one project was called upon recently to provide information for sub-basin planning, and respond to requests for improved hatchery facilities information, both requiring several months of staff time.  Another project saw a 100 percent increase in its operations and maintenance requirements within a single year.  Changing technologies that provide benefits can increase costs, such as increasing data capacity from 1:250,000 scale stream mapping to 1:100,000.  

This is an ideal opportunity to better integrate BPA processes with the NWPCC.  Currently, projects are required to submit proposals to NWPCC in one format and use another format for its BPA Contract SOW.  This is time consuming and duplicative.  BPA and NWPCC should develop a common format for both purposes.

BPA proposes to negotiate full-year programs with contractors with less than full-year funding commitments.  

To manage this risk, contractors would be required to stop work between appropriations.  All operating costs including personnel, leases, utilities, subcontracts, etc. would need to be suspended until additional funding is authorized.  Most projects would likely not survive these interruptions, the redirection of effort would diminish value, and additional time and funding would be required to fulfill original project goals.  In addition, it is difficult, if not impossible, to suspend some of these costs on a short-term basis.

Chapter 1C.2
Contract Administration

Please provide specific examples of how this section would work, including the consequences of failing to follow the process correctly.

BPA proposes that delayed expenditures resulting from work delays be made available to the FWP for “reallocation to other critical work”.  

As noted above, BPA’s spending caps are expected to create funding gaps and contracting delays.  Further reduction of funding caused by inevitable delays would compromise contractor delivery of services, as it is not clear how those funds will be recovered in subsequent periods. 

What is the process for determining “reallocation to other critical work”, and how will this integrate with the NWPCC process?

BPA proposes a mechanism to increase contract spending caps via COTR submitting a Contract Change Request to the CO.  

How long is this process expected to take, how will the increases be prioritized, and how will it integrate with the NWPCC process? This appears to have the potential to cause total F&W program spending cap issues.

Chapter 1C.3
Spending Cap

Please provide specific examples of how this measure would work, including the consequences of failing to follow the process correctly.

BPA proposes to establish a spending cap to coincide with the fiscal year.  

What will be the basis for determining the spending cap, and how will the work be segregated between fiscal periods?  

Chapter 1C.3.d

Proposes that contract amendments to authorize funds for subsequent fiscal years require contractor notification.

This is inefficient and unlikely to reduce costs.  

Chapter 1C.4.
Implementation Plan for Multi-Year Contracting

Proposes to allow existing contracts to expire and new contracts to be established.

PSMFC supports this proposal.  This would facilitate account reconciliation and eliminate long-term encumbrances.

Establishes Fiscal Year Spending Caps

For those projects with performance periods that do not coincide with the fiscal year, this would effectively double all contracting work, including SOWs, budgets, contract amendments, and accounting data.  How is this consistent with the stated goal to recognize efficiencies and reduce costs?

Chapter 3.2
Unauthorized Work

BPA will no longer authorize Contractors to work without benefit of a fully executed contract or financial assistance agreement unless explicitly approved in advance and in writing by both the Contracting Officer and the F&W Manager (or delegate.)  BPA will not pay for any work performed prior to such advance authorization.  
It has unfortunately frequently been the case that contracts are not signed before the start of a fiscal year, through no fault of the contractors.  Commonly, delays are caused by project review (NWPCC, ISRP, BPA, NMFS, CBFWA) not being performed prior to the beginning of the fiscal year. The burden falls on BPA to provide sufficient (minimum 3 months) advance authorization for continuation of projects should such delays occur.  How realistic is it to expect BPA to reauthorize all contracts prior to or at the start of each fiscal year, and how is this consistent with stated goals to reduce costs and gain efficiencies?

If BPA is unable to provide sufficient advance authorization, contractors would be required to stop work.  All operating costs including personnel, leases, utilities, subcontracts, etc. would need to be suspended until additional funding is authorized.  Most projects would likely not survive these interruptions, the redirection of effort would diminish value, and additional time and funding would be required to fulfill original project goals.

Chapter 3.4
Work Schedules 

Requires contractors to submit a work schedule and cost estimates by task.

This is not a trivial effort and will have broad and potentially costly impacts.  Task level budgeting requires the establishment of multiple fund accounting, creating elements of each project in terms of cost allocation, tracking, invoicing, and monitoring.  This would require establishing new accounting and time keeping systems that will accommodate the additional task level requirements, and increases the burden on project and accounting staff to correctly identify and allocate each expense with a particular task.  If more than one task were involved with staff time or expenses, appropriate allocation methods would need to be established.  

This is a significant additional resource requirement to the contractor and BPA.  How will this integrate with the NWPCC process?

3.4.C
Specific Policy

Requires contractors to update work schedule whenever estimated dates or costs change more than 10 percent.

Some projects could run into this regularly, depending on the type of project as schedules frequently change due to unforeseen events. The additional effort required to administer schedule changes would most likely cause additional schedule delays.  How will this result in efficiencies, timeliness, and cost reduction to BPA and contractors?   

Section 6.1
Allowable and Unallowable Costs

Establishes guidance based on OMB Circular A-87

PSMFC supports the adoption of standard guidelines.

6.1.C.
Specific Policy

Establishes guidance on allowable and unallowable costs

This section is alternately redundant or in conflict with A-87.  Suggest BPA adopt standard guidelines.  Specifically:

Uniforms: Duplicates A-87 which disallows costs that are not necessary for the performance of the contract.  

Fundraising: Duplicates A-87 which disallows fundraising.

Lobbying: Duplicates A-87 which disallows lobbying activities.

Conference Attendance: Duplicates A-87 which disallows costs that are not necessary for the performance of the contract.  

Meeting Attendance: Duplicates A-87 which disallows costs that are not necessary for the performance of the contract.  Depending on interpretation it may be more restrictive than A-87.

Training: This seems too restrictive and, depending on interpretation, may conflict with A-87 that allows training costs necessary for the performance of the contract.  For example, projects that use evolving technology or standards must attend regular training.  Field personnel are required to attend various safety and first aid training. 

Section 6.2
Submittal of Proper and Timely Invoices

Establishes a standard of Net 30 payment terms

PSMFC is unable to comply with this standard.  BPA FWP projects cost PSMFC between $1-$2M per month, which more than doubles with Net 30 payment terms (assuming invoices are submitted within 15 days and paid within 30).  PSMFC is unable to finance BPA projects for this level of expense.

6.C.4
Prompt Invoice Submittal

Requires that all invoices be submitted within 90 days after performance of work

PSMFC is unable to comply with this standard.  Typically agency subcontractors require at least six months to invoice PSMFC after a performance period.  Those invoices must be processed for payment, monthly closing and invoicing must occur, all adding to the length of time required. PSMFC would require “non-routine payments” on a routine basis.  This places additional burden on PSMFC and BPA resources.  Suggest the 90 days be revised to 180 days at a minimum.

6.D.
Payment Clauses

Establishes minimum documentation requirements for invoices

This section is probably the most stunning example of how diametrically opposed the proposed implementation strategies are from goals of this policy.  This places an incredible burden on contractors (who are already bound by federal and contract regulations, and audited regularly) for supporting documentation.   What is the purpose of manually recreating all this information?  PSMFC would need to hire at least one additional staff person to collect and summarize this information.  This duplicates and calls into question all processes, safeguards, and procedures established by contractors and audited regularly by outside accounting firms.  

In addition, we have observed that the majority of agency accounting systems do not track this information.  This level of information would require significant changes to their accounting systems, as well.  In fact, we question whether BPA would be able to comply with these proposed requirements?

Salaries:
Requires hours worked and hourly rate for each labor category.  PSMFC and its agency subcontractors are unable to comply with this requirement without creating a manual summary of each timesheet.  This is an extremely laborious effort and does not meet the efficiency/cost savings goal.

Benefits:
Must be itemized.  PSMFC is only able to provide detail for its employees, this information is not available from subcontractors without creating a manual summary. This is an extremely laborious effort and does not meet the efficiency/cost savings goal.

Travel:
Requires copy of travel voucher or reimbursement documentation for traveler.  Documents must be segregated and attached to BPA invoices.  If this includes all subcontractor travel, additional documents must be pulled and segregated within each agency, and pulled and segregated again at PSMFC. This is an extremely laborious effort and does not meet the efficiency/cost savings goal.

Training: Requires description of training, who received training, dates, and cost of training.   PSMFC and its agency subcontractors are unable to comply with this requirement without creating a manual summary. This is an extremely laborious effort and does not meet the efficiency/cost savings goal.

Equipment: Requires description, date of purchase, cost, model/serial numbers. PSMFC and its agency subcontractors are unable to comply with this requirement without creating a manual summary of each equipment purchase. This is an extremely laborious effort and does not meet the efficiency/cost savings goal.

Operations and Repairs: Requires description of service obtained. PSMFC and its agency subcontractors are unable to comply with this requirement without creating a manual summary of operations and repairs. This is an extremely laborious effort and does not meet the efficiency/cost savings goal.

Equipment Rental: Requires description of what was rented, dates or hours or rental, and rental rates and whether rates include operator.   PSMFC and its agency subcontractors are unable to comply with this requirement without creating a manual summary rental information. This is an extremely laborious effort and does not meet the efficiency/cost savings goal.

Subcontracts:  If “major part of the contract”, requires same level of documentation as prime contractor.  Please define major. This is an extremely laborious effort and does not meet the efficiency/cost savings goal.

Section 6.3
Invoice Review and Approval

Encourages COTRs to perform site visits or phone calls as part of the monthly invoice certification.  COTRs may require more detailed documentation from the contractor after discussing with the CO, manager, and liaison.  

These measures place additional burden on BPA and contractors, and have the potential to delay payments to the contractor. How do any of these measures reduce costs and provide incentives to manage projects in a more cost-effective manner?  Questioning all contractor project and financial management as a routine matter of course indicates a serious breakdown in the contracting process and runs contrary to sound management principles.    

Conceptual Issues:

There are key quality control principles for subcontracting and purchasing presented in “What is Total Quality Control” by Ishikawa.

Principle1: Both vendee and vendor are fully responsible for quality control application with mutual understanding and cooperation between quality control systems.

(PSMFC Note: We are pleased to brief BPA on PSMFC’s internal controls, project management, and any other information deemed necessary to maintain confidence)

Principle 2: Both vendee and vendor should be independent of each other and esteem the independence of the other party.

Principle 3: Vendee is responsible to bring clear and adequate information and requirements to the vendor so that the vendor can know precisely what to deliver.

(PSMFC Note: This places emphasis on deliverables, rather than expenditures, and is consistent with the policy goals.)

Principle 4: Both vendee and vendor, before entering into business transactions, should conclude a rational contract between them in respect to quality, quantity, price, delivery terms, and method of payment.

Principle 5: Vendor is responsible for the assurance of quality that will give satisfaction to vendee, and is also responsible for submitting necessary and actual data upon vendee’s request.  (PSMFC Note: We are pleased to provide information upon request rather than as a routine requirement as proposed by the draft policy manual.)

Principle 6: Both vendee and vendor should decide the evaluation method of various items beforehand, which will be admitted as satisfactory to both parties.

Principle 7: Both vendee and vendor should establish in their contract the systems and procedures through which they can reach amicable settlement of disputes whenever problems occur. 

(PSMFC Note:  The proposed policy provides of unilateral control to BPA without reasonable accommodation to contractors)

Sound contract management relies on contractors to be responsible for quality assurance. BPA is proposing to engage in inspection program that imposes a serious cost burden, and eliminates the incentive or need for the contractor to engage in quality management.  Even if BPA engages in 100% inspection, it cannot ensure complete integrity if its methods are inadequate.  The only way to increase value and reduce costs is by implementing effective process control.

The proposed policy essentially places all contractors on a federal fiscal year without explicit acknowledgement.  BPA has stated at its workshops that it would be unable to administer the contract load if all the performance periods conformed to BPA’s fiscal year. Yet this proposed policy will, at the minimum, have the same effect, because it requires contracting actions to take place at the beginning of the fiscal year and potentially again at the beginning of the project year.  The proposed policy also introduces new contracting approvals such as work schedules, task budgets, and change notices.  

To summarize, the proposed changes will not support BPA’s goals.  These changes, if adopted, will lead to higher costs, lengthy delays, loss of value, and increased staffing requirements.  
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