Use of the Government-wide Purchase Card

As

A Payment Method for non-DCMA Managed Contract Actions

-Proposal: 


-In an effort to streamline the acquisition process, minimize processing costs, efficiently and effectively use personnel, improve contractor relations, it has been proposed that the Government-wide purchase card be used as the primary payment method for non-DCMA managed contract actions processed by the contracting office. Part of the analysis will determine if there is an appropriate break-even point for use of the card.



-- Installation level contracting accounts for about 20% of our procurement $ and 87% of the contracting actions. These numbers represent workload actually performed in the contracting offices, NOT GPC actions or dollars. 



-- If my prediction that actions will go down to about 200K actions (150K at base, 50K in Systems) across AF contracting once we finish migrating installation level contracting to SPS and can no longer do summarized reporting, the workload at DFAS will also drop dramatically at OPLOCs other than Columbus which handles the DCMA managed contract actions. 

- FM Issues:


-- Last year, Air Force paid $7M in interest penalties. Roughly $3.5M for DCMA managed actions and $3.5M for non-DCMA managed actions.



--- Processing for non-DCMA managed actions, i.e., installation level contracting actions is different from DCMA managed actions, SPO, ALC, and Lab actions.



--- DCMA analyzed using the GPC as a payment method, but found it would be more costly than their current process and interfaces with DFAS.  This was a Gen. Malishenko and Jill Pettibone led effort.



-- Col Beatty, SAF/FM, thought the idea had merit and thought it had the potential to save enough $ and manpower that she said it might be possible to put an FMer in each contracting office to resolve concerns about internal control weaknesses, i.e., no one person handling all the steps.


-- In addition to eliminating interest penalty payments, use of GPC eliminates unliquidated obligations.  Because of the levels of oversight at the customer level, funds which are excess to the needs of the contract/purchase order can be deobligated before the end of the fiscal year for use on other customer needs.  This issue presently has visibility to the SecAF level.


-- Dollars stay in the Treasury longer earning interest since the bank is paid IAW the Prompt Payment Act, while at the same time the government earns a quarterly rebate which depends on dollars spent using the card as well as the speed with which the bank’s bill is paid.
- Contractor Issues:


-- As evidenced by the $7M in interest payments, late payments to contractors are a source of dissatisfaction with the current process by contractors.



-- $3.5M of the approximate $31B for DCMA managed actions is a rate of 0.013%, spread over about 54K contracting actions (awards and mods)



-- $3.5M of the approximate $8M for installation level contracting is a rate of 0.044% spread over about 490K contracting actions (awards and mods)


-- Contractors have made their dissatisfaction known with contracting officers and Congress (Congressionals -- 36 in FY99 and 24 in FY00 specifically coded payment, others not included here are Congressionals with multiple issues.  See Atch 1 for example).


-- Use of the card ensures payment to the contractor within 48-72 hours of acceptance of his invoice.  He is now more a willing team player with the government.

- Contracting Office Issues:


-- Efficiency would improve because there would be no more lost contractual documents by DFAS which must be faxed and re-faxed to a central fax number, not an individual who needs the document per DFAS procedures.  


-- Because the contractor has been paid within 48 to 78 hours of acceptance of his invoice, the contracting officers will not longer be fielding phone calls from irate contractors who haven’t been paid by DFAS.

-- The end user is on base and contracting can access him/her for receiving documentation as well as the invoice the contractor sent with the item shipped or delivered.


-- Having an FM'er working not only the GPC issues, but aiding us with all the funding issues is an opportunity to facilitate the overall acquisition process at installation level.  This also eliminates or reduces the internal control issue.


-- Happier contractors who get paid because they can work face-to-face with the buyer/administrator and customer.   Contractors know their POC on all issues, including payment, is their CO.  Fosters an improved working relationship.


-- Improves the competitive pool.  Contractors who have been unwilling to do business with the government because of the length of time it has taken to receive payment are now willing to work with the government.  


-- Improve contract closeout.

- Customer Issues:


-- The customer receives a quarterly rebate from the bank directly into his account.  Historically, this has been just under 1% of card expenditures at AFSPC.  This “windfall” enables the customer to fund other needs within the unit for which they might not otherwise have been able to fund.

- DFAS Issues:



-- DFAS faces inordinate scrutiny by Congress.  The fallout from this is non payment or late payment for administrative issues in an attempt to resolve Congresses concerns about inappropriate payments.  Issues such as a lack of periods, Inc. vs no Inc, & vs "and", and remit addresses even when payment will be made by EFT  became so contentious that HQ DFAS (Mr. Frisch) and SAF/AQC (Bgen Anderson)  signed a MOA in 1999 to address how these administrative issues would be resolved.  (Atch 2)



-- SAF/AQC presence at DFAS quarterly OPLOC meeting when Air Force issues warrant attendance.



-- Weekly or twice-monthly teleconference continue between SAF/AQC personnel and DFAS personnel on various issues such as CCR, DoDAACs, DoDAANs, automation interfaces, DUNS vs CAGE, vendor name (DFAS wants to only pay awards which contain the legal name of the vendor, not any of the legal name, doing business as name, or remit name and address even though OMB Circular A-123 does not specify only a specific name type.



-- FSS orders which specify a remit other than the one or none on the invoice even though payment will be made by EFT.  Ordering offices do not have the authority to modify the basic FSS.



-- For DFAS, the workload would dramatically change. They wouldn't process award payments with the award document, invoice, and receiving report, but only made GPC payments just like GPC payments are made today. The OPLOCs, excluding Columbus, would be reduced to GPC payments, and a few vendor pay payments against long line accounting fund cites for the vendors who do not use cards. 

- Small Business Issues:


-- Concern has been expressed that using the GPC may increase costs to SBs. 



---If a SB is doing predominantly Government business and does not take credit cards in his normal business, the costs he incurs would increase for dealing with the card company.  An installation level contracting contractor who’s contracts are construction or large dollar services would have to weigh the benefits of improved payment cycle times vs the cost of waiting for DFAS payment 30-60 days later.  We have anecdotal evidence of numerous contractor requests for card payment.  In small trials at AMC and AFSPC results have been positive.



--- If a SB accepts credit cards as a normal part of his business, there is no issue.  As most items acquired by installation level contracting are commercial in nature, this should not be an issue for commodities and small services.




---- AFSPC offers as evidence two SABER contracts recently awarded incorporating third party payment provisions in which their coefficients are less that a third SABER contractor who is paid through DFAS.




---- AFSPC also has an aerobics instructor contract on which the contractor reduced his prices by 3% over the life of the contract when offered third party payment.




---- On all other contracts and purchase orders on which third party payment is being used there were no increases in price over the previous year based on change in the method of payment.




---- Our assumption for the future is that if this provision is included in the solicitation and all offerors are aware of its existence, competition will keep the prices fair and reasonable.
- Analysis will include the following:


-- Compliance with Statute


-- Regulatory or policy changes required


-- Automation impact


-- Cost benefit analysis



--- Types of actions



--- Dollar thresholds



--- Contractor, FM, AQC, and DFAS concerns


-- Manpower impacts


-- Workload impacts


-- Expected benefits


-- Expected detriments


-- Political implications
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