
 

 

 

TO: Cabinet Secretaries, Department Heads, Chief Fiscal Officers, and General Counsels 
 
FROM:  Ellen Bickelman, State Purchasing Agent 
  Operational Services Division 
 
DATE:  February 22, 2010 
 
RE:  OSD Policy # 10-27 - Implementation Guidance for Contract Reductions 
 
 
OSD has been asked to issue additional guidance to departments and to track Commonwealth 
savings generated as a result of the contract reduction memo issued by Secretary Gonzalez on 
January 26, 2010. This memo provides additional guidance on the reporting requirements and 
technical assistance available to departments as we move forward with contract negotiations. 
Departments should begin implementation of this initiative immediately in accordance with the 
provisions outlined in this memo and continue those efforts at reducing contract prices through FY 
2010 and FY 2011. 
 
Prior to renegotiating any existing department contract, each department should check Comm-PASS 
to determine if a Single Department Procurement/Multiple Department User Contract (Comm-
PASS defines this option as “Open for Use Under Separate Contract Execution”) is available that 
offers prices lower than an existing department contract.  
 
1) Scope of Contract Reduction Directive – The contract reduction directive issued by Secretary 
Gonzalez applies to contract renewals, new procurements and all other existing department 
contracts. The Operational Services Division will be responsible for reviewing and negotiating price 
reductions for statewide contracts. OSD Procurement Managers will also be communicating directly 
with departments on other opportunities to save money by taking advantage of volume discounts, 
aggregating purchases/deliveries and switching to less costly or more energy efficient products and 
services.  
 
Departments that have been designated by OSD to procure and manage statewide contracts will be 
responsible for negotiating price reductions for those statewide contracts. Departments are 
responsible for reviewing and negotiating price reductions for their own department specific 
contracts.  Below is specific guidance for reducing contracts by each procurement/contract type:  
 
New Procurements - For contracts (excluding human and social service contracts) that are ending 
and will be re-bid during FY 2010 and FY 2011, departments should specify price parameters in their 
procurements whenever possible to ensure price reductions over existing contracts by at least 3%. If 
bidders do not offer price reductions of at least 3%, departments should assess their options and 
execute contracts that offer the greatest opportunity for savings. 



 
Contract Renewals – The option to renew an existing contract is at the discretion of the 
Commonwealth and the decision to renew should be based on several factors including department 
need, contractor performance and price. Departments should not execute renewals for contracts 
(excluding human and social service contracts) during the remainder of FY 2010 and FY 2011 
without first requiring lower prices from existing contractors. Departments should exercise options 
to renew only with contractors that offer reduced prices whenever possible. The goal is to achieve 
prices that are at least 3% lower than current contract prices. Where there are opportunities to renew 
an existing contract for all of the remaining options to renew and it is in the Commonwealth’s best 
interest to do so, departments should consider exercising all options to renew now in exchange for 
deeper price reductions for the remainder of the contract duration.  If some but not all vendors on a 
contract agree to price concessions and there is sufficient capacity to meet a department’s needs with 
fewer contractors, a department should exercise the option to renew only with those contractors that 
offer reduced prices. If, however, no contractors agree to price concessions or, if as a result of 
negotiations, there will be insufficient capacity to meet a department’s business needs, a department 
should make every effort to issue a new procurement. 
 
Existing Contracts - In addition to opportunities to negotiate price reductions at the time of contract 
renewal, departments must review all existing contracts for commodities and services (excluding 
human and social service contracts) and target specific contracts for which price reductions will be 
required. 
 
When attempting to acquire savings from each of these procurement/contract types, it is imperative 
that the department act in good faith and fair dealing when negotiating lower prices with their 
contractors.  In addition, Contract/Procurement staff should consult with their General Counsel, 
Chief Financial Officer and Agency Heads in establishing a contract reduction plan, which includes a 
review of the department’s legal mandates, available funding, contracts that may or may not (e.g. 
TELP leases) be reduced and the provision of sufficient notice to impacted contractors.  
 
2) Training/Support - OSD will be offering the following support to departments: 
 Webinar – An online presentation covering the requirements of the cost reduction policy and 
how to implement will be available; 
 Negotiation Training – Starting in early March, OSD will offer Negotiation Training to 
Executive Agencies.  A listing of classes and registration will be available on the OSD Training pages;  
 Sample letters to contractors – Draft letters are available for use by departments when contract 
amendments, suspensions or terminations are required. These letters can be customized and form the 
basis for documenting changes to the contract that have been negotiated consistent with the 
Secretary’s January 26th memo. . 
 Centralized Information - Starting February 22nd, a link to information on the contract reduction 
initiative will be available on OSD’s home page at www.mass.gov/osd under Conduct a Procurement and 
then under OSD Policies.  Information will include the policy directive, webinar access, FAQs, 
reporting requirements, sample amendment, termination and suspension letters and a sample 
tracking form.  
 
3) Tracking – Since 2006, OSD has been using an internal Excel spreadsheet to track savings from 
statewide contracts. We have modified the format for purposes of this initiative and are making it 
available for departments to use in documenting their contract reduction efforts. The spreadsheet is 
attached to this e-mail and will also be available on OSD’s homepage. Use of this spreadsheet is not 
required, however departments are expected to track savings and have documentation available for 
external review by OSD’s Quality Assurance Unit. 
 



4) Quality Assurance Review – OSD’s Quality Assurance (QA) Unit will be including department 
implementation of the contract reduction initiative as part of their on-site reviews. QA staff will 
review a department’s internal tracking report that summarizes the contracts where price reductions 
were achieved and the savings generated from each contract.  At the site visit, QA will randomly 
select contracts for departments to provide back-up documentation on cost savings.  
 
5) Reporting – Departments will be required to submit status reports on the contract reduction 
initiative to the Operational Services Division every six months. Because the January 26th policy 
directive from Secretary Gonzalez allows departments to include price reductions achieved back to 
July 1, 2009, the first reporting period will include contract reduction savings negotiated and finalized 
from July 1, 2009 to June 30, 2010. The first report is due to OSD no later than July 30, 2010.  
 
The second reporting period will include contract reduction savings negotiated and finalized between 
July 1, 2010 and December 31, 2010 in addition to the annualized savings expected in FY 2011 from 
those contracts negotiated in FY 2010. Please remember that this second report must include all 12 
months of FY 2011 savings that will be achieved as a result of FY 2010 contract negotiations. This 
second report is due to OSD on or before January 31, 2011. 
 
The third reporting period will include contract reduction savings negotiated and finalized between 
January 1, 2011 and June 30, 2011 and must be submitted to OSD on or before July 29th, 2011. 
 
 Reporting Period Report Due Date  
 7/1/2009 – 6/30/2010 7/30/2010 
 7/1/2010 – 12/31/2010 1/31/2011 
 1/1/2011 – 6/30/2011 7/29/2011 
 
 
Departments are required to submit the following information: 

1) For the first reporting period (7/1/2009 to 6/30/2010) the total FY 2010 savings generated 
from the contract reduction initiative; 

2) Departments will need to report two pieces of information for the second reporting period 
(7/1/2010 to 12/31/2010). First, departments must report on the savings that will be 
annualized in FY 2011 from the contracts that were negotiated with lower prices in FY 2010. 
For example, if a department negotiated one month of savings in June, 2010 totaling $5,000 
and that savings will annualize to twelve months in FY 2011, departments should include 
annualized savings in FY 2011 of $60,000 ($5,000 per month savings times 12 months). 
Second, departments must report FY 2011 savings from contract reductions negotiated 
during this second reporting period.; and 

3) Departments will need to report the FY 2011 savings from contract reductions negotiated 
during the reporting period (1/1/2011 to 6/30/2011).  

 
Data should be submitted via e-mail to the following address: 
contract.reduction.initiative@massmail.state.ma.us  
 
6) Comm-PASS – Current OSD policy requires that Executive Departments create and post a 
contract record on Comm-PASS for any Comm-PASS solicitation resulting in a contract award. 
Departments should update existing summary and price information in the Comm-PASS contract 
record to reflect price reductions negotiated as a result of the Secretary’s memo. This is especially 
important for department contracts that are available for use by other eligible entities. If no contract 
record has been created, as currently required by policy, departments should create a new record and 



include language in the summary that identifies the contract as one that has reduced contract prices 
as a result of the contract reduction initiative. 
 
7) Questions – OSD will be developing a list of Frequently Asked Questions and posting answers on 
OSD’s home page. Please submit any questions to contract.reduction.initiative@massmail.state.ma.us  
 
Thank you in advance for your attention and compliance with these requirements. 
 
 
 
 
 


