Schedule 56 utilization of RS Means

Historical background of how services have been priced under 56:

The Pre-Engineered Building SIN, 361-10 (now 361-10A, B, C, D, E, G, and H) came into existence in approximately 1994.   At that time, the only pre-engineered building that could be ordered under GSA Schedule was an order for “material only” – essentially a kit of parts.     No installation SIN existed at that time.   In other words, a customer could buy a “material-only” building and the deliverable would be the same as would be delivered to a General Contractor, i.e., multiple truckloads of pre-cut, pre-drilled steel members, steel roof and wall panels, doors and windows, insulation, and a large container of various kinds of specialty fasteners, and a set of assembly instructions.    
To convert the building package of parts into the barest minimal building, it is necessary for someone to provide site preparation (excavation, backfill, leveling, etc.) and concrete foundations, footings, slab and stem wall.   For most buildings, minimal occupancy requires lighting, plumbing, heating and ventilation, fire alarm, fire suppression, ADA compliance, and bathrooms.  Typically, a customer wants some amount of interior finish, e.g., office, classroom, partitions, etc.  Not surprisingly, the availability of “material-only” buildings on GSA Schedule was not particularly popular with the customer/ordering activity community.  The customer community desired “total solutions,” and did not see any advantage to use GSA Schedules to buy a stockpile of building parts; leaving them to need to solicit a second, non-GSA contracting action in order to have a total solution.  As a note, all of the items noted previously are normally a part of the package when these buildings are sold in the commercial market.
So, in approximately 1996, GSA opened an “unpriced Special Item Number” for Ancillary Services for “Installation and Site Preparation” of pre-engineered buildings so that customers could purchase a fully-completed pre-engineered building in a single GSA Schedule transaction.    The precise scope of the Installation and Site Preparation services on a particular task order was negotiated at the task order level and the pricing for that scope was evaluated for price reasonableness at the task order level.     In 2007-2008, the IG auditors objected – across all Schedules – to the existence of Unpriced Special Item Numbers and GSA agreed to eliminate them and replace them with “priced” SINs.    
At that time, all Schedule 56 Schedule Holders who had been awarded an Unpriced SIN for Site Prep and Installation were told that, in order to continue to offer the same services, Schedule Holders would need to submit a system of fixed pricing for SIN 361-32 to continue to offer the service of completing pre-engineered buildings.    The Schedule 56 contract documents (especially the Service Pricing instructions document) were then revised to read substantially as they do today to give instructions for proposing and pricing these new “priced” SINs.
Around this same time, the IG auditors also first expressed reservations about “construction” being performed under GSA Schedules, specifically SIN 361-32.    Consultations were held between GSA Region 7, the IG and GSA HQ and it was determined that limited construction was permissible so long as the Vendor was required to comply with the FAR-mandated construction clauses (e.g. Davis Bacon) and provided the Vendor confined the construction work to the completion of the Pre-Engineered building and did not venture into things substantially beyond the footprint of the building; e.g., parking lots, roads, long-distance utility connections.   The Schedule 56 contract documents were then amended to add the FAR-required construction clauses to those SINs “requiring Construction,” specifically including SIN 361-32.

What is RS Means and how does it work:

RS Means is a 75 year old proprietary pricing tool that provides cost information to the construction industry so contractors in the industry can provide accurate estimates and projections for their project costs.  For decades, RS Means has been recognized in both industry and government as an authoritative source of reliable construction costs.   Contractors use RS Means to quote and invoice full service construction jobs – all the way from the building to the services to install to incidentals needed to price a requirement.  RS Means comes in three forms to be utilized by the contractor– Reference books, CD Software, and an online cost estimator.  RS Means updates are pushed out quarterly in all three forms.

At its core, RS Means has created and maintains a database of product, services, and equipment pricing that is based on a mathematical average of material costs that comes from manufacturers, dealers, distributors, contractors, and other sources across the U.S. and Canada.  There are 20+ engineers whose sole job is to collect unit price data.  A minimum of three quotes for product are obtained and any abnormalities are researched and potentially excluded.  Labor costs are based on an average of trade-specific wages in a minimum of 30 major U.S. cities.  The labor cost can also be run with a specific city to localize the pricing to ensure Davis Bacon Rate standard are being met.  Labor costs reflect productivity based on actual working conditions including taking into account time for tasks such as material receiving and handling, mobilization at site, site movement, breaks, and clean up.  Equipment costs include not only rental, but also operating costs for equipment under normal use.  

Contractors at a commercial level use this software to price a complete job.  The direct costs of a quote are really what you will find at the core of RS Means.  These include material, labor (No labor burdens/Mark-up built into the unit costs), and the equipment rental.  RS Means has gone several steps further to aid in estimates by building ‘assemblies’ which are combinations of unit pricing that creates packaging of items such as ‘footings or foundation walls’ to include all services, materials, and equipment needed to install the footing.  All of the pricing in these ‘assemblies’ comes from the base unit prices in RS Means.  Going one step further, RS Means has created square foot models.  For example, they have gone through entire hospitals and done complete cost per square foot estimates for the full building.  These estimates are used at a very conceptual level stage for new construction.  Below is the RS Means structure overview.  Please note that for purposes of our solicitation we are going to limit our use of RS Means to the core unit prices.
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Schedule 56 CS/CO’s received training on RS Means from Gordian by Rory Wolsey and Gary on 5/1/17.  If you have an interest in also reviewing the full training, you can click the link below:

https://www.youtube.com/watch?v=gIsgaOeH1hc&feature=youtu.be

How do we use RS Means now? 

Our current requirement for ancillary services, incidentals, and equipment rental related to installation is as follows:  We currently allow contractors to utilize RS Means to price ancillary services (labor categories).  We require the contractor to provide a description of services document to include which labor categories they will utilize within the RS Means software and then to provide a description of services for those labor categories they will perform relative to the products on the contractor’s approved price list. We approve the most current version of RS Means and treat it as a ceiling for services pricing.  Anytime an economic price adjustment is requested, it is based incorporation of the updated version of RS Means software.  We recognize and incorporate the current version in a modification, and prior to that modification, contractors are bound to pricing in the currently approved version.   In regards to incidentals, we require them to provide a price list of incidentals that are needed to complete the installation of the building and provide the customer the needed total solution.  Price lists have the potential to be extremely comprehensive if the contractor is going to ensure a total solution under the potential contract.  Equipment rentals are also priced as separate line items and often by the day or week, not taking into account any operating costs associated with those rentals.   

What are we proposing to use RS Means for?

SSAC wants to utilize RS Means to price all ancillary services, incidental products, and equipment rental related to installation.  Contractors will utilize the current RS Means database of “unit prices” only for services, incidentals, and equipment rental to establish their direct costs for a quote. These costs are fixed in RS Means, and will be treated as a ceiling price not to exceed.  Assembly pricing, models, or square foot pricing are to be excluded.  Mark-ups to unit prices will be negotiated with the individual contractors by the CO/CS. 

Why do we think this is beneficial to schedules?

Pricing incidentals is extremely complex.  What is needed to complete an installation can vary from site to site and depend on a number of regional location adjustment factors.  It is not realistic to expect that a contractor can foresee varying and complex site conditions, nor to be able to know what infinite number of incidentals could be required to provide a turnkey solution.   RS Means has created and maintained pricing databases for the specific items we seek to price under our contracts.  Their methods are established and take into account the same circumstances we encounter when determining fair and reasonable pricing – a certain number of sources, market conditions, economic trends, and pricing/quote abnormalities.  RS Means allows the customer to receive a turnkey solution in accordance with all FAR 8.4 guidelines and to make a best value determination.  It will provide Schedule 56 with a is a consistent, accurate, and auditable record of firm fixed pricing.

Federal customers want a turnkey solution.  Open Market items would not be required to accomplish most task orders.  For our CO/CS’s, the advantages are price authentication/validation, ease of price analysis, and general administrative ease.  RS Means pricing is recognized in industry and in government as reliable, comprehensive and authoritative; and is the basis for numerous commercial and government contracts.    In essence, RS Means prices are self-authenticating in terms of price reasonableness.   The current system of installation services pricing requires significantly more oversight by GSA to determine individual price reasonableness.   The ordering agency is responsible for defining and issuing the statement of work for ancillary services.  Accurate definition of the scope and statement of work is essential to facilitate realistic quotations.

How will we implement its use in our MAS contracts?

Scope Language

Language defining the scope of how contractors can utilize RS Means is listed below.  Contractors will restate the following scope language for services and incidentals.  Restatement will either occur in the FPR at time of award, or in a separate modification SF30 document when services, incidentals, and/or equipment rentals are approved under RS Means pricing:

Contractor (Insert name and contract number (If applicable)) is approved to utilize RS Means to price ancillary services under SINs 361 30 and 361 32 to install including labor services, product incidentals, and equipment rental related to the specific approved price list of products on contract.  Utilization of RS Means is limited to the ancillary installation and servicing of the specific products purchased under the MAS contract and approved installation SINs.  (Insert contractor name) will utilize only material and labor unit prices within RS Means and mark-ups will be negotiated by the CO/CS to establish the discount relationship.  RS Means version (Insert current version) is approved and quarterly automatic updates issued by RS Means will be utilized by the contractor when released.  The most current version of RS Means is to be utilized by contractor as long as RS Means is approved to price ancillary installation under contract.  A contractor may never exceed the RS Means unit price for any product or service without a modification to the contract. 

NOTE – Excluded services include (1) major or new construction of buildings, roads, parking lots and other facilities; (2) complex R&A of entire facilities or significant portions of facilities, and (3) Architectural Engineering Services (A&E) under the Brooks Architect-Engineers Act as stated in Federal Acquisition Regulation (FAR) Part 36.  Ancillary services, incidentals, and equipment rental may only be ordered in conjunction with or in support of products or services purchased under the Federal Supply Schedule contract.  This award includes all regulatory guidance outlined in accordance with FAR 36, including the Davis Bacon Act and the Miller Act. 

TAA Compliance

Language defining the contract holders requirement to comply with the Trade Agreements Act and FAR 52.225-5 is listed below.  Contractors will restate this language on company letterhead similar to the format listed in the Letter of Supply utilized by all schedule contracts.  The letter will be signed and dated by a company officer who is listed as a designated authorized negotiator on the contract:

[bookmark: _GoBack][Contract holder name] understands that all products and services offered on this MAS contract must be compliant with the Trade Agreements Act (TAA)(19U.S.C. 2501, et seq.).  Further, we understand that responsibility for TAA compliance resides with the contract holder [Insert Name], and we will work with and monitor all work subcontracted and incidentals utilized. The GSA contractor may subcontract any ancillary services ordered under these SINs, unless specifically prohibited by the ordering contracting officer.  The GSA contractor shall be responsible, accountable and liable for all work performed by any subcontractor and shall honor all warranties.  Compliance with all agency, local, state, and Federal laws, regulations, and ordinances is the responsibility of the GSA contract holder.  

Price Reasonableness Determination

Language defining the justification to determine the use of RS Means and fair and reasonable is listed below.  This language will be inserted into the PNM/PNO at contract award or in the MTF if RS Means is being accepted in a modification:

RS Means has created and maintains a database of product, services, and equipment pricing that is based on a mathematical average of costs specific to region that comes from manufacturers, dealers, distributors, contractors, and other sources across the U.S. and Canada.  RS Means has been recognized in both industry and government as an authoritative source of reliable construction costs. There are 20+ engineers whose sole job is to collect unit price data.  A minimum of three quotes for product are obtained and any abnormalities are researched and potentially excluded.  Labor costs are based on an average of trade-specific wages in a minimum of 30 major U.S. cities.  Labor costs reflect productivity based on actual working conditions including taking into account time for tasks such as material receiving and handling, mobilization at site, site movement, breaks, and clean up.  Equipment costs include not only rental, but also operating costs for equipment under normal use.  (Insert contractor name) has requested to utilize RS Means to price services, incidentals, and equipment rental for purchase to support the scope of products on the approved price list.  
RS Means version (Insert current version/year) will be approved and quarterly updates issued by RS Means will be utilized when released RS Means version (Insert current version) is approved and quarterly automatic updates issued by RS Means will be utilized by the contractor when released.  The most current version of RS Means is to be utilized by contractor as long as RS Means is accepted and approved to price ancillary installation under contract.  A contractor may never exceed the RS Means unit price for any product or service without a modification to the contract.   
[bookmark: _gjdgxs]Actions that will need to take place:
1. Region 7 Center Director,  Contract Compliance Director, Regional Commissioner review
2. Region 7 Legal review 
3. IG review 
4. Central  Office  (Mark Dunkum -AM,  Jeff Koses-OGP) review
5. Solicitation refresh to include the following document updates:
a. Services Pricing Proposal
b. Critical Information Specific to Schedule 56 building samples
6. CO/CS training 
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