EXECUTIVE MANAGEMENT AND AUDIT COMMITTEE 
JUNE 19, 2003 

SUBJECT:
DELEGATION OF AUTHORITY FOR INVENTORY PARTS AND SUPPLIES 

ACTION:
MODIFY SIGNATURE AUTHORITY FOR INVENTORY PROCUREMENTS

RECOMMENDATION 

A. Find by two-thirds of all members that there is only a single source of procurement for the supplies, equipment, and materials summarized in Attachment A and that the purchase is for the sole purpose of duplicating or replacing inventory items already in use, pursuant to Public Utilities Code (PUC) §130237.

B. Delegate contracting authority for approving contract awards or rejecting all bidders for inventory procurements to the Chief Executive Officer.

C. Approve revisions to the MTA Procurement Policy Manual (PPM) as summarized in Attachment C.

ISSUE

Staff is seeking the Board’s support for its recommendation to change the policy for approving repetitive and customary procurements for inventory items.

POLICY IMPLICATIONS

The proposed policy change will reduce the overall administrative cost for replenishing inventory requirements for MTA operations.  Replenishing inventory is a necessary function to effectively maintain MTA’s operations.  Since bus and rail maintenance operations require readily available parts, and MTA consumes materials and supplies at a constant rate, inventory replenishment is unavoidable.  This fact makes inventory purchases mandatory.  MTA is implementing strategic sourcing initiatives to reduce acquisition lead and cycle time and improve internal client service.

The recommended policy change will shift the approval of inventory procurements to the Chief Executive Officer (CEO), who will ensure that these procurements comply with all relevant policy, law and regulations.
OPTIONS 
The Board can retain existing CEO dollar threshold for inventory procurements at $200,000 per contract.  This is not recommended since this will not allow staff to incorporate opportunities to implement efficiencies into the procurement process.  

FINANCIAL IMPACT 
There is no increased cost to the MTA for implementing this change.

DISCUSSION 
Single Source Finding

To completely delegate contracting authority for approving contract awards for all inventory items, the Board must find that there is only a single source of procurement for the items listed in Attachment A.  PUC §130237 requires that two-thirds of all members of the Board find that there is only a single source of procurement for the items listed in Attachment A and that the purchase is for the sole purpose of duplicating or replacing supplies, equipment, or material already in use.  By making this finding, this will apply to each inventory item procured under this law for as long as the part continues to meet the single sourcing criteria.

The single sourcing criteria are

· maintaining warranty provisions for associated capital maintenance items procured directly from bus and rail Original Equipment Manufacturers (OEMs); 

· parts purchased from the OEM or its sole distributor that may no longer be under warranty but must be identical in form, fit and function to be compatible with existing equipment for items such as engine and transmission parts, proprietary parts like circuit boards and other electronic components required for items like badge readers.  This category covers items that are not available from any source other than the OEM or its sole distributor or do not meet the OEM specifications; and 

· historical purchasing data for items where staff solicited bids from potential vendors and found inadequate competition or conducted market research and determined that the identified vendors were the only source capable of providing the required item.

By applying a policy and practice of securing competitive pricing for all equipment, materials, and supplies, staff has determined that each Attachment A item is only available from a single source.  Prior to the expiration of each part’s contract or warranty period, staff will conduct a review to ensure that the part still meets the single sourcing criteria and cannot be competed.

Strategic Sourcing Initiatives

Office of Procurement and Material Management (OPMM) is instituting several strategic sourcing initiatives to improve effectiveness and efficiency.  The strategic sourcing goal is to enhance the procurement and material management process by developing procedures that clearly outline how OPMM will manage a particular commodity group.  Strategic sourcing simply means buying smarter, and in some instances, it will result in larger long-term agreements for MTA’s various commodity groups.  Examples of commodity groups are included in Attachment B.

One of the major functions of the OPMM is to support MTA’s operations by acquiring and managing a commodity inventory of bus parts, rail parts, engine oil, lubricants, paper products, electrical parts, equipment, and other supplies.  Unless an item is only available from a single source, required under an emergency situation, or required for an immediate remedial measure, OPMM obtains parts, materials, and supplies from the lowest responsible bidder.  All inventory procurements comply with the requirements stated in the MTA’s Procurement Policy Manual.  These are routine purchases that are required to continue day-to-day operations.  A review of the inventory purchases over the last several years noted that the majority of the bids were approved on the Board’s Consent calendar.  

In the past the Board has increased the CEO procurement authority in other areas.  The Procurement Policy Manual includes delegated authority to the CEO for public works contracts that are awarded to the lowest responsible bidder.  In April 2003, the Board increased CEO authority for software and hardware maintenance and renewal procurements.  

NEXT STEPS 
The approved policy is effective immediately.  Future recommendations that request Board approval for major equipment procurements, including rolling stock replacement, will list the OEM’s suppliers and specific product components to allow the Board to make the PUC §130237 finding when approving the award.

ATTACHMENTS

Attachment A:
Single Source Items Meeting PUC §130237 Requirements
Attachment B:
Commodity Categories

Attachment C:
Summary of Draft PPM Changes 
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ATTACHMENT A

SINGLE SOURCE ITEMS MEETING PUC §130237 REQUIREMENTS

	SUPPLIER
	
	DESCRIPTION
	
	BASIS FOR

FINDING

	Alstom Signaling
	
	Rail MOW signaling equip.
	
	Proprietary

	Altek Systems
	
	Bus wiring harness
	
	OEM

	Ansaldobreda
	
	MRL parts
	
	OEM

	American Seating
	
	Bus seat inserts/and frames
	
	OEM

	Beemak Plastics
	
	Bus schedule holding box
	
	Single Source

	Bombardier Transp. 
	
	MRL and MGL rail car parts
	
	OEM

	Byson Manufacturing
	
	Bus radiator parts 
	
	OEM

	Burke Environment
	
	MRL car filters
	
	Single Source

	Cleaning Equip. Unlimited
	
	Bus wash – chassis jet
	
	Single Source

	Cubic Trans. Systems
	
	Bus farebox parts
	
	OEM

	Cummins Cal Pacific
	
	Bus Cummins engine parts
	
	OEM

	Diesel Radiator Corp.
	
	Bus radiator parts
	
	OEM

	DME Inc.
	
	CNG bus fueling equip.
	
	OEM

	E. J. Wards
	
	Badge reader parts
	
	Proprietary

	Flender Corporation
	
	MRL/MBL gearbox parts
	
	OEM

	Future Com, Inc.
	
	MRL MOW communications
	
	OEM

	G.E. Transportation
	
	MRL propulsion parts
	
	OEM

	H.K. Systems
	
	Storage and retrieval system
	
	OEM

	Kelsan Technologies
	
	Rail wheel lubricating blocks
	
	OEM

	Knorr Brake Corp
	
	Rail brake parts
	
	OEM

	Luminator, Inc.
	
	Bus head signs
	
	OEM

	MCI Service Parts
	
	TMC bus parts
	
	OEM

	NABI
	
	NABI bus parts
	
	OEM

	National Packaging 
	
	Coin packaging film
	
	Single Source

	Neopart Corp
	
	Neoplan bus parts
	
	OEM

	New Flyer 
	
	New Flyer bus parts
	
	OEM

	Nippon Sharyo
	
	MBL parts
	
	OEM

	N/S Corporation
	
	Bus wash parts
	
	OEM

	Penn Machine 
	
	MBL/MGLl tire kits
	
	OEM

	Safetrans Inc.
	
	MOW signaling equip.parts
	
	OEM

	Siemens Trans. System
	
	MGL rail parts
	
	OEM

	Star Machine & Tool Co.
	
	Bus brake lathe parts 
	
	OEM

	Translite Corp.
	
	MBL rail car lighting 
	
	OEM

	Valley Detroit Diesel
	
	Detroit Diesel engine parts
	
	OEM

	Valley Detroit Diesel
	
	Allison bus transmission parts
	
	OEM

	Valley Detroit Diesel
	
	Synthetic transmission fluid
	
	Single Source

	WABTEC
	
	Rail brake/HVAC/doors parts
	
	OEM


ATTACHMENT B

COMMODITY CATEGORIES

MTA’s inventory of parts, materials, and supplies fall into three main commodity categories: routine, leverage, and strategic.  There are specific sourcing strategies for each commodity category.

Routine Commodities

For MTA, routine commodities include toilet paper, cleaning supplies, electrical light bulbs, nuts, bolts, screws, and miscellaneous supplies.  These commodities are relatively low value items that are available from many sources and are so easily purchased that anyone could buy them.  The strategic objective for routine commodities is to minimize the acquisition cost.  Leading industry practices for routine commodities include long-term, competitively awarded supplier agreements and electronic catalog ordering.

Leverage Commodities

Leverage commodities such as engine oil and some electrical parts are relatively expensive items for which there are many alternative products that are available from numerous suppliers.  The strategic objective for leverage commodities is to minimize total costs.  Leverage commodities are likely to have a relatively high business impact.  Sourcing strategies for leverage commodities include increasing competition to reduce total costs, using enterprise-wide sourcing volumes as a negotiation tool, and conducting reverse auctions.

Strategic Commodities

Strategic Commodities stem from complex specifications and are available from a limited number of qualified supply sources.  Transactions for these commodities are typically large individual expenditures and product quality is critical.  These commodities tend to be highly important to operations.  Strategic commodities are likely to have a relatively high business impact.  Sourcing strategies for strategic commodities ensure long-term availability of supply, and focus on relationship building and process integration with suppliers.  Some strategic commodities are only available from a single source and are subject to PUC § 130237.

ATTACHMENT C

DRAFT PROCUREMENT POLICY MANUAL CHANGES

202
MTA CONTROLS AND LIMITATIONS

Final authority for procurement actions and decisions are to be made by the Board of Directors except as delegated to the Chief Executive Officer.  

Authority and responsibility to enter into contracts for MTA is vested in the CEO. The CEO may delegate Contracting Officer authority to qualified MTA employees and may authorize the redelegation of authority to other qualified MTA employees. Appointed Contracting Officers may appoint authorized representatives for the purpose of assisting the Contracting Officers in providing technical guidance to the contractor or otherwise assisting in the administration of the contract. Only officially designated contracting officers may enter into contracts or modifications thereto.
Notwithstanding the contracting authorities delegated to the Chief Executive Officer, the Board of Directors retains review and approval authority for procurement contracts exceeding $200,000 and modifications/amendments, exceeding an aggregate of $100,000 over the life of the contract., except for The Board has delegated approval authority to the CEO for all software and hardware license and maintenance renewals.  The Board has delegated approval authority to the CEO for all inventory contracts.  In accordance with PUC §130051.9, sub-section (c), the CEO shall approve and award all contracts for construction, and that approval shall be based upon the lowest responsible and responsive bid submitted. The CEO cannot approve construction contracts that exceed Board authorized project budget.   The CEO may delegate this authority to approve contracts for construction. 
ATTACHMENT C

DRAFT PROCUREMENT POLICY MANUAL CHANGES
205.1   EXHIBIT A

APPROVAL FOR AWARD AND FOR MODIFICATIONS/AMENDMENTS

TO PURCHASES, SERVICES AND MISCELLANEOUS CONTRACTS

OTHER THAN CONSTRUCTION CHANGES*

	WHO
	ACTION
	LIMIT

	Inspector General
	Approves
	Contract awards to $100,000 $100K and modification/amendments sensitive to OIG operations and which increase the aggregate contract price by no more than $100,000 $100K over the life of the contract

	Executive Officer, Procurement
	Approves
	Delegated by CEO

	Chief Executive Officer

Deputy Chief Executive Officer
	Approves
	Contract awards to $200,000; $200K; modifications/amendments to an aggregate of which increase the aggregate contract price by no more than $100,000 $100K over the life of the contract (except software and hardware license and maintenance renewals, inventory items and construction contracts)

	Chief Executive Officer
	Approves
	All Software and hardware license and maintenance renewals

	Chief Executive Officer
	Approves
	Contract awards for inventory items.

	Chief Executive Officer
	Approves
	Construction contracts based on lowest responsible bid pursuant to CA PUC §130051.9(c)

	Board of Directors
	Approves
	All contract awards and modifications/amendments that exceed the approval authority amount the Board has delegated to the CEO. which increase the aggregate contract price by more than $100K over the life of the contract


* This chart applies to the award, but not the amendment/modification of service contracts directly related to rail construction.  The amendment/modification of such contracts are subject to the rail construction change order authority set forth in Section 205.2.  Such contracts will be fully covered by this chart after the close out of contract related to the Metro Red Line Project.

ATTACHMENT C

DRAFT PROCUREMENT POLICY MANUAL CHANGES
7.27.2 Procedures For Rejecting All Bids

Once a decision is made to recommend the rejection of all bids and after the Vendor survey has been performed (if appropriate), the Contracting Officer takes the following steps:

A. Determine the recommended course of action, e.g., revise and reissue the solicitation, request authority to negotiate a non-competitive contract, cancel the entire procurement action.  If the item is covered by PUC 130232, and the decision is to purchase the items on the open market, prepare a Board Report requesting 2/3 Board approval.

B. If the decision is to cancel the action, prepare a letter recommending the rejection of all bids for Board approval or if the contract is ,unless it is a solicitation governed by California Public Utilities Code §130051.9(c) or a solicitation that the Board has previously delegated to the for Chief Executive Officer for approval.  If the low bid on a solicitation is less than $200,000, or is a solicitation that the Board has delegated to the Chief Executive Officer, or there was no responsible bidder, the Chief Executive Officer or his delegate may reject the bids for that procurement. 

C. Upon receiving authorization, the Contracting Officer sends a letter to all of the Bidders advising them that all bids have been rejected, and usually also advising them whether they can expect a revised solicitation to be issued.

D. Complete written documentation must be maintained in the contract file including copies of original bids, written recommendations from the User Department (and the Office of the County Counsel, if appropriate), records of communications with Vendors/Contractors, and a record of the basis for decisions made pertaining to the contract.
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