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To: 	Purchase of Service Secretariat and Agency Chief Procurement Officers, Supplier Diversity Officers 
[image: ]Cc:	Purchase of Service Agency Heads, General Counsels, Chief Financial Officers
From: 	Gary Lambert, Assistant Secretary for Operational Services  
Date:  	July 21, 2014
RE: 	New Supplier Diversity Program Policies and Plan for Purchase of Services (POS) Contracts 

Executive Summary

The purpose of this memo is to inform agencies that procure health and human services (referred to as Purchase of Service or POS) of changes to the October 1, 2013 Supplier Diversity Program (SDP) Policy and Plan for POS procurements and contracts only.  This new policy provides an effective mechanism for monitoring POS provider participation in a rate regulated environment.  Please note that this new policy applies ONLY to POS procurements and contracts, as defined by the applicable POS object codes in the Office of the Comptroller’s Expenditure Classification Handbook.  This policy does not change the October 1, 2013 SDP Policy and Plan for non-POS procurements or contracts, which continues to apply to all other non-POS procurements.  Therefore, if your agency does not procure health and human service contracts, this policy does not apply to you. 

The amended policy for POS procurements and contracts remains consistent with the 2013 policy in that:
· The provider will continue to be required to maintain a business partnership with a Supplier Diversity Office (SDO) certified Minority Business Enterprise, Woman Business Enterprise and/or Service-Disabled Veteran-Owned Business Enterprise (SDVOBE), referred to as the SDP Partner;
· The policy does not mandate in what capacity the provider must engage the SDP Partner and does not require the provider to subcontract any portion of their service;
· The provider will be required to make a financial commitment to the business relationship with the SDP Partner and report on the provider’s spending associated with this commitment; and
· [bookmark: _GoBack]The Department will be required to monitor SDP Plan compliance, whether through the use of the SDP Form 3 (SDP Spending Report) or other method implemented by the Department.

However, effective July 21, 2014, a number of provisions specific to POS contracts will be different.  

Requirements Applicable to SDP Plan in POS contracts
(1) All POS solicitations will be required to include the new SDP Plan Form for POS (consolidating previously issued SDP Plan Forms);
(2) POS bidders will be required to complete and submit the new SDP Plan Form for POS with their responses, or by an alternative means approved by the Operational Services Division (OSD);
(3) POS bidders’ SDP Plans will reflect a fixed annual dollar commitment for their organization (as opposed to a percentage of contract sales);
(4) The evaluation criteria for POS solicitations will not be required to dedicate at least 10% of the total evaluation points to SDP Plans.  However, POS contractors are to submit a copy of the SDP Plan Form for POS with their yearly Uniform Financial Report as a condition of being qualified to continue to do business with the Commonwealth.  Departments doing business with POS contractors will be responsible for developing benchmarks in order to identify robust plans.    
(5) As required by the current policy, the Department will be required to monitor SDP Plan compliance, whether through the use of the POS SDP Plan Form or other method implemented by the Department.

If you should have any questions regarding this policy and for additional information about the SDP, including SDP Policy Guidelines, FAQs, SDP Forms, Department RFR Template and Required Specifications, please refer to the SDP Procurement Resources and Guides and SDP Main Page on OSD’s website or feel free to contact OSD’s Help Desk at COMMBUYS@state.ma.us.  

Background


POS contracts cover a variety of health care, medical and non-health care services primarily provided by non-profit vendors in the Commonwealth.  Due to the unique nature of POS services, providers often hold contracts with a number of EOHHS Constituent Agencies and are unable to track Supplier Diversity spend with Certified Partners by individual contract.

The changes to the Supplier Diversity Program and Plan effective October 1, 2013, presented additional challenges to Executive Office of Health and Human Services (EOHHS/EHS) Agencies as a result of Chapter 257 of the Acts of 2008.  Chapter 257 calls for the establishment of regulated rates for POS services.  The Act was passed by the legislature to increase transparency, consistently fund providers for services rendered, and adjust rates based on periodic rate reviews.  The primary cost drivers of the regulated rates are staffing and benefits which account for 65% to 70% of the regulated rate computation.  The portion of the rate regulated computation available for purchases from MBE, WBE or SDVOBE businesses are minimal compared to payroll and associated staffing expenses.     

SDP Applicability

Although the policy changes reflected in this document are based on challenges specific to EOHHS, this policy will apply to all Departments procuring POS contracts.

An SDP Plan is required for large procurements.  No contract will be awarded to a bidder without a strong SDP Plan containing measurable commitments for spending by the overall provider organization with SDO certified vendors, barring any documented extenuating circumstances.  All contract awardees, regardless of their certification status, are required to submit a completed SDP Plan Form for POS, which can be found on the OSD Forms page on OSD’s website.  Although strongly encouraged for small procurements, the submission of an SDP Plan is mandated only for large procurements, defined as $150,000 and over. 



SDP Requirements by procurement size: 
	
	Small Procurement 
($10,000 to $150,000)
	Goods and Services Large Procurement 
($150,000 or more)
	POS Large 
Procurement ($150,000 or more)

	Distribution
	Exclusively distributed via posting on COMMBUYS

	Notification
	While notification can be made to all businesses (small and large) that subscribe to specific COMMBUYS commodity codes, the Department should give notice of its intent to award a contract to an SBPP-eligible bidder.
	No additional requirements beyond posting on COMMBUYS.
	No additional requirements beyond posting on COMMBUYS.

	Supplier Diversity Program Plan
	Encouraged
	Required
	Required

	Written Response
	Sealed: Must accept online via COMMBUYS.*
	Sealed: Must accept online via COMMBUYS.* 
	Sealed: Must accept online via COMMBUYS.*

	Evaluation
	Evaluate all submissions using best value criteria. However, if no SBPP bidder bids or there are none that meet the Department’s requirements, then may award to non-SBPP bidder.
	SDP Plan must be evaluated at a minimum of 10%.  Evaluate all submissions using best value criteria.
	Departments must develop strong evaluation benchmarks 


*Effective July 1, 2014, all solicitations posted on COMMBUYS require online response submission.
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