Module 2 (Day 2) – Intermediate Solicitation Development
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	Welcome to Session 2 Day 2.  Everyone here should have attended Day 1 yesterday.

Question:  Is there anyone who hasn’t?  

Before we proceed, let me remind you to turn your cell phones off and no food and only covered drinks in the training room.

Next slide.




Module 2   – Purpose of the Class
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	The purpose of this session is to continue to cover what you need to know to develop a Request for Proposals. 

We will proceed today where we left off yesterday. 

The next slide, recaps what we covered yesterday.  




Module 2 – Recap of Day 1
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	Yesterday we defined an RFP.  That is, it is used for formal integrated IT system solutions that are evaluated on methodologies other than cost alone.  

The department knows the need and the bidder proposes a business solution.

We also talked about Guidelines.  How the RFP model is structured, with standard language that can’t be changed and other information required from the department.

And, about when to include the different phases (Compliance and Final) depending on your needs.

And, we covered the model RFP Sections I – VI.

Section I (Intro and Overview):  General description of project, Key Action Dates, department contacts, bidder admonishment.

Section II (Rules Governing Competition):  Bidding requirements and conditions.  Describes how the process is going to work.

Section III (Current System):  Outlines current system and impacted processes.

Section IV (Proposed System):   Outlines proposed system and processes.

Section V (Administrative Requirements):  Includes non-technical requirements and requirements covering the responsibility aspects of the bidder.

Section VI (Technical Requirements):  Includes department specific technical requirements.

We finished up discussing how to develop a good requirement.  That is, what information to include and avoid and the purpose for mandatory and desirable requirements.

Are there any questions before moving on to objectives?




Objectives for Day 2 
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	Our objectives for Day 2 are to develop and understand:

1.  Evaluation components

2.  Scoring model and DVBE Incentive points 

3.  Contract elements and components




Module 2 – Moving Along to Sections VII-X
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	In line with our objectives, next we will talk about the remaining sections in the RFP Model.

Next slide.




Module 2 – RFP Sections VII – X 
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	Again, you were all asked to read through the RFP model, so hopefully you did and you are already acquainted with the second half of the RFP.  That is:

Section VII (Cost) – Method of cost presentation and evaluation.

Section VIII (Proposal and Bid Format) – Prescribes the format.

Section IX (Evaluation) – Explains how the evaluation will take place.

Section X (Benchmark/Demonstration) – If required, it is used to determine if products or services can meet the State’s requirements.




Section VII – Cost
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	This section explains the method of cost presentation and evaluation. 

Each cost component appropriate to the evaluation of this RFP must be explained.  

Complete instructions should be given for completing the forms/cost sheets.

The forms/cost sheets should be prepared and included in this section for the bidders to complete and submit with their bid.  

The format of this Template is required but individual paragraphs are included as appropriate and can be tailored by the Department.  

The guiding principle is that the cost evaluation methodology must be realistic and bear a reasonable relationship to what the State intends to do during the contract period.

All reasonable one-time costs, and ongoing costs for the evaluation period, should be provided for.

Let’s go to the next slide and discuss some specific cost factors.




Section VII – Cost Factors

	Advance Payments:  An advance payment or pre-payment is considered a gift of public funds since the State has received no benefit or guarantee of subsequent receipt and is prohibited in code, with limited exceptions.  

Some exceptions are for software licenses/maintenance and research and advice subscriptions.  

Training Vouchers:  Since services can’t be paid for in advance, vouchers can’t be paid for until used.

See SCM Vol. 3, Chapter 8 for more information regarding payments.

Let’s go to the next slide and discuss cost definitions.
	


Section VII – Cost Definitions

	Cost Adjustments

The term “adjustment” means a correction of errors and omissions in a bid and adjustments for State costs or benefits. 

An example is when the bidder includes an escalation rate in their bid but only partially computes it on the cost sheets.  For evaluation purposes, the state would complete computing the escalation as applicable. 

These different types of costs will be incorporated into the evaluation methodology that we will talk more about in Section IX.
Let’s go to the next slide and look at examples of some common adjustments.


	


Examples of Common Adjustments
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	Price Escalation


If a bidder reserves the right to increase lease or maintenance rates, the estimated cost to the State of those increases will be added to the bid cost.  


The department should include language in the contract that requires the Contractor to request these increases in writing, annually.

Termination Charges


If the RFP specifies that the State be allowed to terminate the contract early, and the bidder requires a termination charge, such charge shall be included as a one-time cost for evaluation purposes.

Other Benefits and Liabilities

If other cost or benefit items exist, they should be included here with the cost to be added or subtracted from the bid for evaluation purposes.  

Such items must be explained in full and meet with the approval of the Project Leader responsible for the procurement process.

An example of other benefits would be credit for trade in equipment or additional payment to the supplier for early installation.

Next let’s talk about identifying the components you will evaluate.

Next slide.




Section VII - Cost Evaluation Components
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	For this section, the department must identify the cost components that will be evaluated.  

Once done, cost sheets must be developed and tailored to coincide with the evaluation components, e.g., one-time costs, continuing costs, and cost adjustments.  

Group the cost elements by type for easy evaluation and correlate to deliverables.

Some departments include automatic computation of costs to minimize miscalculations.  

Rate escalations should never be designated as automatic.

Question:  Do you know why?

ANS:  Escalations should not occur automatically.  The supplier must request them in writing.

It is also a good idea to cap the escalation rate by year.  

An example of components that will generally have a cost associated with them is:  

One-Time Costs

Continuing Costs

Hardware

Site facility modifications

Training

Program or file conversion

Programming

Freight

Purchase option credits

Software license

Maintenance fees

Personal services

Hardware rental or lease

Progress payments

Discounts and adjustments

Next let’s talk about progress payments.

Next slide.




Section VII - Progress Payments 
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	A progress payment is a partial payment approach related to steps or phases toward the completion of the contract and are allowable for:

Goods or services performed at the contractor’s shop or plant if the purchase transaction is unique to State business and not suitable for sale to others in the ordinary course of business.  

Not less than 10 percent of the contract price is required to be withheld until delivery and acceptance of products and services.

The Department of General Services, in consultation with OCIO (www.ocio.ca.gov) , shall develop criteria for the evaluation of risk for IT acquisitions. 

This risk analysis shall determine the need for financial protection, and may include:

· Acceptable performance bond

· Surety as defined in Section 2787 of the Civil Code

· Letter of Credit

· Protection in the form of contract terms and conditions

· Any other form of security or guaranty of performance

By July 1, 2008, the risk assessment criteria must be submitted to the Joint Legislative Budget Committee and the State CIO.  

Prior to July 1, 2008, only a performance bond was required.

The above is a synopsis only so you need to go to www.leginfo.com (PCC 12112 and AB 617) to review the legislation in its entirety.  

Also, to degree possible, payments should be for separate and distinct tasks and value should “not” be dependent upon the remaining deliverables or later tasks.  

This is generally not the case for project plans or manuals.  For example, if writing of a manual is required, the completion of each chapter is not a separate and distinct task.  

The ten percent withhold is paid when the manual is completed.

Next, let’s look at parameter when using progress payments.



Using Progress Payments 


	Are there any questions?

Next, let’s do our first exercise.
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	In this exercise you are going to identify the different cost components in the DMV Statement of Work.

In addition, please identify whether they are continuing or one-time costs and whether cost adjustments or progress payments are applicable.

Work alone.

Take 20 minutes.

Share results with the class.

You can review this material at a high level.  You don’t need to read all the detail to do this exercise.

Once completed, first have the class share what they identified as cost components and list them on the board.  

Once the items are listed on the board, have the class identify which items are continuing and one-time costs, and then whether they typically include cost adjustments or progress payments.

Typical items by category (all may not be in DMV SOW):

One-Time Costs

Continuing Costs

Hardware

Site facility modifications

Training

Program or file conversion

Programming

Freight

Purchase option credits
Software license

Maintenance fees

Personal services

Hardware rental or lease

Progress payments

Discounts and adjustments

Cost adjustments/escalations are typical for maintenance.  

Progress payments are a “continuing cost” and are typical for development/conversion work depending on duration of project.

You’ll have this sample Statement of Work for future reference as needed.

Next let’s talk about Proposal Format.


Section VIII – Proposal Format  
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	This section correlates with the RFP requirements and prescribes both the mandatory proposal format and how the bidder’s response is to be presented and positioned. 

The department will identify the number of copies required, including the Master Copy.  

The Master Copy is used as the correct copy in the event of discrepancies between copies, and is the department’s official copy.

Reproducing proposals is a cost factor for bidders.  So, request only the number of copies needed.  

All evaluation team members may not work together on the same sections so this may help reduce the number needed.

Also, use team consensus when scoring to avoid potential for bidders to argue the merit of one evaluators score over another when they differ.

Now we will do a cursory review the RFP model language.

Remember, when you develop the RFP, you will need to review this information carefully and follow the format prescribed.  

There is also sample language for each volume.  

Let’s look at the model RFP, Section VIII together on the screen:    http://www.documents.dgs.ca.gov/pd/poliproc/Chapter03ModelIFB-RFPSolicitation.doc
Are there any questions?  




Moving Along to Evaluation Methodology 
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	Next we will review Section IX where we will discuss the evaluation methodology.




Section IX – Evaluation 
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	This section explains to the bidders how the evaluation of bids will take place.  

The form of this Template is required.  

There is model language that is required for all phases but you will tailor the information and include only what is applicable for your particular RFP.
Additional evaluation criteria and methodology may be added as appropriate; however, it must be realistic and bear a rational relationship to what the State intends to do during the contract period.  

The evaluation procedures must be followed, and cannot be modified after Finals Proposals are received, preferably after RFP publication.  

Proposals shall be scored “only” by the criteria that is spelled out in law (PCC 12104.5) and included in the department’s Evaluation and Selection Team Procedure Manual which is required to be developed and approved by DGS/PD before RFP release.

Question:  Why is the manual developed before release of the RFP? 

Ans:  It is common for discrepancies or problems to be discovered while developing the manual and it is best to address these before the RFP is released.  For example, a team can discover they can’t validate or score an RFP requirement.  You don’t want requirements that you can’t score.  

All evaluation criteria that can affect the responsiveness or ranking of the bids must be explained so the bidders can determine the advantages and risks of bidding a particular solution.  For example:

· An explanation of the scoring model is required.

· If an evaluation team is used, in the Evaluation and Procedure Manual you must describe how the individual evaluations will be merged into a final evaluation.

· An evaluation methodology is required so the bidder understands which requirements will be scored pass/fail or weighed with points.

Next let’s talk about ranking your requirements.


Ranking Requirements
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	Next we will talk about ranking requirements by importance, assigning points and developing a scoring model.  

These topics will be covered in detail in the intermediate Evaluation Module #4, but you need to know how to develop this information now because it has to be included in the RFP. 

Before developing a scoring model, the department must assess the value of the requirements or components that will be evaluated so you can assign points or ranges. 

One approach to ranking your requirements is to break them into different components, such as hardware, software, services, etc. and rank them by importance.  

And, then within the components break the requirements down further and rank them by importance.  

Continue this process until you have developed a hierarchy that reflects importance from high to low for scoring.

Once you know the value of your requirements, a scoring model can be developed that assigns more value to the most important components or requirements and/or enables you to accurately weigh one requirement against another, as applicable.

Question:  Do any of you have a different method of ranking requirements that you can share with the class?

Question:  If you have only one proposal, do you score it?

Ans:  Yes.  The proposals themselves aren’t ranked against each other.  But, they are assessed based on the standard established in the evaluation methodology. 

Next let’s look at the RFP scoring model.  
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	In your handout, you will find Exercise 2.

Match the information in Column 1 with the correlating information in Column 2.

Work alone.

Take 20 minutes.

Share results with the class.

You may want to take a break before covering the answers. 

We will next discuss scoring models that are required to be included in the RFP, Section IX, Evaluation.




Developing a Scoring Model
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	There are a variety of scoring models that have been used in the past.  One must be selected and identified in Section IX of the RFP.  

Whatever scoring model is used, it must maintain the weight attributed to cost.

All models must include a cost that is weighted at 50% or more unless otherwise approved by DGS/PD. 

If the project required an ITPP, the weight for cost should have been identified in that document.

We will look at a sample next. 

If students ask what model they should use, inform them that it is up to them. 

They can follow the model in the RFP or look at bids on the CSCR for other examples they might want to use.

Also, scoring models will be covered during the intermediate Evaluation Module #4.  




Ratio Scoring Model (Step 1)
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	The point of the model is to develop an algorithm whereby you can compare the bidder’s scores against each other to determine best value.  Including cost.

This example uses a ratio to compare the score of the bidders.  

Using a ratio scoring model enables the department to weight value for the most important category (administrative and technical, or cost) notwithstanding who earns the highest points in each category.

There are five steps to this model.  We will cover each of these steps one at a time.  And, then you will have an exercise to test your knowledge. 

Step 1:  An Evaluation Score Sheet will be completed for each responsive/responsible bidder for the items designated as scored requirements in Administrative and Technical Sections V and VI.  

Bid responses of the same level of quality will receive identical points otherwise they will receive varying scores based on quality/value of response.  




Ratio Scoring Model (Step 2)
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	After all scores have been calculated, the Administrative and Technical scores are totaled to determine the non-cost scores for each bidder.

Now you want to compare the scores against each other.  

You start by identifying the highest total non-cost score of all the bidders.

Next you use the highest non-cost score as the DENOMINATOR and the lower non-cost scores as the NUMERATOR to form a decimal fraction for each bidder. 

Lower scores (NUMERATOR) (divided by)

Highest score (DENOMINATOR) 

Note:  The points for DVBE incentives will be added here for scoring but we will cover this after we review the basic steps.

Let’s look at Step 3.




Ratio Scoring Model (Step 3)
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	Step 3 is computing the cost ratio.

Start by determining the lowest total cost of all the bidders.

Use the lowest cost as the NUMERATOR and the higher costs as the DENOMINATOR to form a fraction for each bidder.

Lowest cost (divide by)

Higher costs 

Next we will add all the decimals.

Let’s look at Step 4.




Ratio Scoring Model (Step 4)
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	Next you multiply both the non-cost and cost scores for each bidder by the weight percentage that you identified in Section IX, Evaluation.  

For this example, the scores will each be weighted 50%.

Once this is done, you add both weighted scores for each bidder to determine high score.




Ratio Scoring Model (Step 5)
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	The final step is to apply the small business preference for eligible bidders. 

The highest final score will determine the winning bidder.   

(In this scenario no bidders claimed the preference. 

If students inquire about how to compute preferences, inform them that preferences will be covered in detail in the intermediate Evaluation Module #4.

The DVBE Incentives which we will discuss in the coming slides.




Recap of Ratio Scoring Model (Step 1-5)
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	Let’s recap the 5 steps we just covered.

Step

1.  Complete evaluation sheets for each bidder.

2.  Use the highest non-cost score as the DENOMINATOR and the lower non-cost scores as the NUMERATOR to form a decimal fraction for each bidder. 

3.  Use the lowest cost as the NUMERATOR and the higher costs as the DENOMINATOR to form a fraction for each bidder.

4.  Multiply both the non-cost and cost scores for each bidder by the weight percentage (50%) and add the weighted scores for each bidder to determine high score.

5.  Apply small business preference if applicable (compute 5% of big business point score if highest score).  Bidder with the highest score wins.

Let’s go to the model RFP, Section IX, and look at that scoring example for Steps 2 through 4.  Step 1 is determining responsible/responsive bidders and Step 5 is applying small business so no need to cover that information again.

Start on page IX-4.

   http://www.documents.dgs.ca.gov/pd/poliproc/Chapter03ModelIFB-RFPSolicitation.doc
Remember, these are just examples.  Each department will determine what model works best for them. 

For other ideas, you can go to the CSCR and look at what models other bids have used.

Let’s talk about the DVBE incentive next.




Scoring Model with DVBE Incentive (High Point Awards)
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	The DVBE incentive applies to all competitive solicitations whenever the solicitation includes the DVBE Program Requirement.  

A department may exempt the DVBE Program Requirements and/or the incentive providing it has obtained the required signed approvals and has met specified exemption criteria detailed in the DVBE Program Requirements and DVBE Incentive Waiver (GSPD-07-04) form.

The incentive is applied using an administrative “desirable” requirement identified in Section V that awards points based on the amount of DVBE participation. 

The department determines the incentive percentages to be used for individual solicitations based upon a business strategy to achieve their annual goal.  

However, the incentive cannot exceed 5% or be less than 1% of the total possible points, not including points for socioeconomic incentives or preferences.

A rationale for how the incentive points were determined is required for the file.  

The solicitation must include in Section IX the allowable incentive percentages and how evaluation will occur.  The incentive points are included in the sum of non-cost points (administrative and technical points).

It is important for you to review the February 15, 2008, EBlast regarding this information.  It was sent to your PCO’s and PAC’s. 




DVBE Incentive Point Scale
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	The scale on this slide is an example only and it does not represent the only approach a department may use for awards based on high points.

The allowable points must remain within the 1-5% range of the total possible points, excluding incentive and preferences.

To validate that the points are within 1-5% of the total possible points, you multiply 600 (in this case) by 1% and 5% to determine the low and high range of acceptable points.

1% of 600  =   6 points

5% of 600  = 30 points

The range for incentives must fall with 6 – 30 points, as you see on the slide.

 Question:  What does ““confirmed” mean (on the slide)?

ANS:  the DVBE suppliers identified as participants are registered DVBE’s (with OSDS) and their activity qualifies as meeting a Commercially Useful Function (CUF).

Now you are going to develop a scoring model.
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	You may want to do this exercise after lunch, depending on the time.

The following information is the same as on the slide.

Admin/Tech:  50%                 Cost:  50%

Bidder              Incentive         Admin/Tech             Cost
A                          50 pts                  200 pts                $300,000

B                          45 pts                  255 pts                $312,000

Using this information for Bidder A and B, develop a scoring model for Section IX.

Follow Steps 1-5 on the slides that we just covered.  You have a copy.

You will assume that Bidder A and B are both responsive and responsible bidders (Step 1).

The DVBE incentive has been computed and points assigned as indicated on the slide.

And, there is no small business participation (Step 5).

Work in teams.

Take 30 minutes.

Share results with class.

Results are on the next slide.
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	Exercise 3 results are on the slide.  

Let’s go over the steps.

1.  Complete evaluation sheets for each responsible/responsive bidder.

2.  Add incentive points to the non-cost score for each bidder as applicable.  

Next, use the highest non-cost score as the DENOMINATOR and the lower non-cost scores as the NUMERATOR to form a decimal fraction for each bidder. 

3.  Use the lowest cost as the NUMERATOR and the higher costs as the DENOMINATOR to form a fraction for each bidder.

4.  Multiply both the non-cost and cost scores for each bidder by the weight percentage (50%) and add the weighted scores for each bidder to determine high score.

5.  Apply small business preference, if applicable, by computing 5% of the big business point score if it is the highest score.  

After all incentives and preferences are applied, the bidder with the highest score wins.  

There are no small businesses in this example.

This is all we will cover on this subject.  There will be a lot more information regarding scoring and evaluation in the intermediate Evaluation Module (#4).

Next we will discuss Section X, Benchmark/Demonstration.


	


 Section X – Benchmark/Demonstration 
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	The inclusion of a Benchmark and/or Demonstration is optional.  

The requirement(s) for benchmarking and/or demonstration is included in Section X.

However, the data and materials may be more appropriately included in a physically separate document (Benchmark Manual) and sent to those bidders intending to bid.

Benchmark and/or demonstration performance is normally required of only the apparent selected bidder.

The department may be required to create a Benchmark Manual that requires approval from DGS/PD before an Intent to Award is issued.   

But, it is highly recommended that the manual be developed when you develop the RFP document.  

The Benchmark Manual will be covered in the intermediate Evaluation Module.

Let’s talk about that next. 




Section X – Benchmark  
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	A BENCHMARK is used to determine whether the proposed equipment, software and/or employees can: 

· Perform the State’s required work within given time constraints

· Produce the same outputs from given inputs

· Perform the workload of the State over the expected life of the system

Next slide.




Section X – Benchmark Problem Statement  
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	The problem shall be stated in terms of specific requirements and pass/fail criteria including, e.g.:

· Volume of work (transactions, records, sorting, etc.)

· Input data, format, and quantity

· Output results, format, and quantity

· Time constraints (response, production, turn-around times) 

Next slide.




Section X – Demonstration  
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	A DEMONSTRATION is normally required to:

· Verify bidder’s claims (including benchmark requirements)

· Corroborate the evaluation of the bid

· Confirm hardware and software is actually in operation.

Now that we have covered the details of these processes, you should know that PD sometimes includes these tests as part of the confidential discussions with the individual bidders.  Not as a separate function before award.  So, as applicable, you would ask the bidder to substantiate whatever you determine to be questionable.

Just something for you to consider. 

Are there any questions?

Next slide.
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	Let’s talk about the Information Technology (IT) Contract Terms and Conditions next.

Next slide.




IT Contract Terms and Conditions
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	The department provides specific instruction to the bidders on which portions of the contract are to be completed and which are to be left alone.

In developing an IT contract, the department must include the Information Technology General Provisions, and thereafter, select and use only those modules (Special Provisions) required for the transaction at hand.

The model language is not to be modified without approval from DGS/PD.  

You can e-mail Marjorie.rubenstein@dgs.ca.gov 




Standard Contract Forms
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	The STD 213 is completed to the degree possible and included as the face cover to the Contract Terms and Conditions in Appendix A or B.

For information technology, there are two versions of the STD. 213.  

If you intend to attach the terms and conditions, use the 213 version.

If you intend to include the contract by reference, use version 213www that includes a pointer to the General Provisions at PD’s web site.  

Question:  What is the advantages of referencing the terms and conditions instead of attaching them?  

ANS:  Less paper to reproduce and handle if included by reference.

Let’s talk more about the STD. 213 on the next slide.


Completing Standard 213
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	Let’s go online and look at the STD 213. 

Go to: http://www.pd.dgs.ca.gov/modellang/default.htm 
Once there, skip down to the Model Contract Language link and click on it.  

Then go to STD. 213 (right margin, below SOW). 

This is a simple self-explanatory form.  

Except, there are a few things that are important to know about completing this form. 

In Item 3, you should include dollar amount and spell it out to avoid mistakes, just like on your checks. 

The attachments include the contract special provisions and must be precisely listed so there is no misunderstanding about what is included in the contract.

The signatures and dates must be provided by an “authorized” company representative who is qualified to bind the company contractually.  

Question:  If necessary, how do you validate whether a person is an authorized company representative?

ANS:  If the person signing is not a company officer (president or vice president for example), ask them for a notarized statement that authorizes the person signing to bind the company.  This is generally more of a concern with small companies.

Question:  For amendments, when is the effective (start term) date?

ANS:  The amendment is effective on the date it is signed, and never the start date of the base contract.

Let’s talk a about taxes next.


Maintenance Sales Tax
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	Sales taxes are part of the purchase document so you need to understand what they should be.

Question:  Does everyone know who the State sales tax experts are?

ANS:  The Board of Equalization (www.boe.ca.gov).

1. Tax on maintenance is due if the maintenance is required as a condition of the sale of real property (hardware).

2. For contracts that provide for only maintenance services (i.e., the furnishing of labor and parts necessary to maintain equipment), the charges for the provision of maintenance services are not taxable.

3. For contracts that provide for maintenance services and consumable supply items (i.e., monitors, PCs, CPU’s, floppy disks, etc.), the provision of the consumable supplies is considered a taxable sale of tangible personal property.  

Therefore, the applicable sales tax on the consumable supplies used during the performance period of a maintenance contract must be paid.

For State accounting purposes, the supplier’s invoice shall itemize the consumables being taxed.




Supplier Name Discrepancy
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	If there is a discrepancy between the suppler name on the contract (purchase document) and invoice, the invoice shall be disputed until such time as one of the following occurs:

· The invoice is corrected to match the contract.

· An amendment to the contract to change the supplier name is executed.  

This may, depending upon the nature of the name change, require an Assignment Acknowledgement or a Contract Novation document (document that substitutes a new supplier for the existing one) to be incorporated within the amendment documentation.

Amendment documentation must be retained in the procurement file.

Question:  What could cause a discrepancy between the name on the contract and the invoice?

ANS:  The company is bought out or the corporate status changes.  

The supplier name should be “exactly” the same as that registered with the Secretary of State.

Buyers requiring assistance to effect a name change should seek legal advice from their department counsel.

For Leveraged Procurement Agreements (LPA’s), contact the PD analyst handling the contract.

Let’s move on and talk about contract attachments.




 IT Contract Attachments
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	The STD. 213 already provides that the terms and conditions of the attachments are a part of the Agreement.  

Therefore, it is only necessary that you identify which Special Provisions you will be utilizing.  

For example, on a large-scale system integration contract, the face of the STD. 213 would include the following:

· Attachment 1, Statement of Work (including Equipment and Delivery Schedules).  Outlines requirements.

· Attachment 2, Form GSPD 401, IT General Provisions, Effective 04/12/07.  These provisions are required for all IT contracts.

· Attachment 3, Information Technology Purchase Special Provisions.  Included as applicable. 

· Attachment 4, Information Technology Maintenance Special Provisions.  Included as applicable. 

· Attachment 5, Information Technology Software License Special Provisions.  Included as applicable.

· Attachment 6, Information Technology Personal Services Special Provisions.  Included as applicable. 

· Attachment 7, Agency Special Provisions that are tailored specifically to the department, such as facility security or dress requirements.

There will be a subsequent workshop that is geared toward understanding the meaning of various terms and conditions.  

Let’s talk about the SOW next.




Attachment 1 – Statement of Work (SOW)
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	Departments must develop a Statement of Work (SOW) tailored to the RFP requirements, describing:

· contractor and state responsibilities

· contract duration

· tasks to be performed

· how payment is to be made, etc.

The department will complete the SOW to the degree possible and included it in the RFP.  

It will be updated as necessary before the award is issued. 

Refer to the SCM Vol. 3 and the CMAS Agency Packet for further information and a checklist for developing a SOW.

Now let’s talk about IT General Provisions next.
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	Attachment 2, Form GSPD 401, IT General Provisions, Effective 04/12/07.  

These are provisions that should be included in all formal IT contracts.  

They cover all aspects of contracting for large IT systems.  

An example of the provisions are:

· Definitions, Shipping, Inspection

· Disputes. Remedies, Assignment

· Substitutions, Liabilities, Payment

· Insurance, Invoices, Taxes

· Rights and Protections, Codes, and much more. 

It is common for requirements in the SOW or bidder’s response to address the same topics as those covered in the General Provisions; e.g., inspection and shipping.

So, it is very important for you to be familiar with the IT General Provisions so you can recognize and avoid conflicts in terms and conditions as you develop your SOW requirements and review proposals.

Consistent with how all model language is handled, the provisions may not apply to all procurements.  

Non applicable language is considered as such, but not removed.  

And, changes require DGS/PD approval to change.

Let’s move on.
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	Attachment 3, Information Technology Purchase Special Provisions  

These provisions are specific to hardware, except for the Liquidated Damages provision.

There are only four provisions:

· Liquidated Damages

· Title to Equipment

· Price Decline Applicable to Manufacturer

· Price Decline Applicable to Third Party Contractors.

We will talk about Liquidated Damages on the next slide.

And, Title to Equipment is self-explanatory.

Question:  Does anyone know what the price decline language means?  

ANS:  Under certain circumstances, the contractor must pass along to us any price declines that occur before acceptance.  

Next slide.
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	These are “estimated” damages the State will sustain if the products or services are not delivered in substantial conformance with specifications on or before the delivery dates in the SOW. 

They must be included in the RFP because there is an associated cost that bidders must consider in their response.

Damages are not to be used as a penalty.

There is a worksheet that will help you compute this.

Handout Liquidated Damages worksheet and look at the list of items on the worksheet.

This list is provided to help you identify the areas that might be impacted if delivery does not occur as specified and, of course, should be tailored to fit your needs.

Then look at the front page with the total from the worksheet and computation of the damages.

Remember, this is an optional requirement and applies only if you indicate the estimated damages in the RFP. 

Are there any questions?  Next slide.
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	Attachment 4, Information Technology Maintenance Special Provisions 

These are provisions that are specific to maintenance of hardware.

These provisions cover:

· Exclusions

· Responsibilities of the contractor and the State

· Maintenance coverage, preventive and remedial (unscheduled)

· Charges

· Credit for inoperative machines

· Engineering changes, relocation of equipment, and termination.

It is common for departments to add other maintenance provisions in the SOW.  Again, make sure you don’t include language in the SOW that is in conflict with these provisions.  

Let’s look at the software license provisions on the next slide.
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	Attachment 5, Information Technology Software License Special Provisions

These provisions provide a license and maintenance for the software you procure.  

Specific provisions may include:

· Encryption/CPU authorization codes

· Fees and charges

· Acceptance

· Right to copy or modify

· Future releases.  

As mentioned before, make sure there is no conflict with the SOW.  

In case someone asks: These provisions do not pertain to shrink wrapped software.  The terms and conditions that come with the shrink wrapped software apply.

Let’s look at personal services provisions on the next slide.
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	Attachment 6, Information Technology Personal Services Special Provisions.

These provisions pertain to services of the mind, e.g., consulting, programming, analysis, developing, etc.

The contract SOW defines specific deliverables and must not be in conflict with these provisions.

Specific provisions:

· Contractor personnel

· Responsibilities of the State

· Unanticipated tasks/work authorizations tasks not included in SOW.

· Invoicing and payment

· Contractor Evaluation Form

Next let’s talk about Agency Special Provisions. 




Agency Special Provisions 
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	Departments may also attach Agency Special Provisions.

Requirements that might be included:

· Facility security

· Dress codes

Let’s look at the model language on PD’s website so you are familiar with the layout of the information.

Go to: http://www.pd.dgs.ca.gov/modellang/default.htm 
Lead them to the top right of the screen:  Model Contract Language.

Just show them where it is.  Don’t go over anything.

Next let talk about the Appendixes. 
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	Except for Appendix A, the department can tailor this information as they deem fit.

Since there are no samples in the RFP model, we will look at what DMV included in their RFP, Appendix A – F.

Go to:  http://www.pd.dgs.ca.gov/iacp2.htm
Appendix A – Directions for Completing Contract

Includes General Information and Preparation of Contract (model language) to instruct the bidders on how to complete the contract and submit it with their proposals.

Appendix B – SOW and Contract Links

Includes a STD. 213, and behind it the SOW.  DMV has included their maintenance provisions here, instead of using the Maintenance Special Provisions. 

Appendix C - Bidder Response Forms

Includes the forms that the bidders are to complete and return with their bid.  Some forms are provided as templates and others are linked to DMV’s web site.

Bidder Libraries are maintained at the department’s site and frequently include forms that are to be automated.

Appendix D – Administrative and Technical Requirements

Each requirement indicates whether it is mandatory, desirable, and/or scorable.  
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	Appendix E – Cost Sheets

Includes Cost Sheets that are to be completed and submitted with the bid.  If the department includes lease or financing, it must be incorporated into these cost sheets.

Appendix F – Additional Attachments

These are transaction specific documents like diagrams, floor plans, etc.  

Appendix G – Maintenance Plan

This is where the bidder’s proposed Maintenance Plan is to be included in the bid response.  

Appendix H – Conversion and Transition Plan

This is where the bidder’s proposed Conversion and Transition Plan is to be included in the bid response.

Exhibit 1: Deliverable Acceptance Document (DAD)

This is the document that DMV will use to document the acceptance or rejection of deliverable items.
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	Exercise 4 is in your handout.

Circle the correct answer(s).  There may be more than one correct answer.

Work alone.

Take 10 minutes.

Share results with class.

Let’s summarize today on the next slide.
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	We continued to discuss what you need to know to develop an RFP.

We covered:

Section VII – Cost.  Method of cost presentation and evaluation. Included:  cost components, adjustments, escalations, progress payments.

Section VIII – Proposal and Bid Format.  Covered the mandatory format and approach for developing and presenting the bid data.  

Section IX – Evaluation.  Explains how the evaluation will take place.  We discussed ranking the requirements by importance and developed a scoring model with DVBE Incentive.  

Section X – Benchmark/Demonstration.  We discussed the difference between Benchmark and Demonstration and how to develop a problem statement for benchmarks.

We did an overview of what the Contract Terms and Conditions, Attachments and Appendixes included.  

Attachment 1 includes the STD. 213 form and links to the model contract provisions that are applicable to the department.

Attachment 2 includes the bidder instructions for completing and submitting the Contract Terms and Conditions.  

The remaining appendixes were department specific and we covered what forms, templates, etc. that DMV included.

Next take the class through the Model Language and review some of the General Provisions. 

Next we will go over some of the provisions in the model contract General Provisions so you are familiar with what is included in the language. 

These provisions impact the day-to-day management of IT contracts and you need to be familiar so you know what to expect when issues come up.   You can follow along on the screen.  

Go to www.dgs.pd.ca.gov and click on model language in the right margin and then General Provisions (top right).  Continued next page.

Definitions: Important to know so you are talking apples to apples.  Go over the language for Acceptance Tests, Commercial Software, Equipment Failure, Information Technology (includes Telecommunications too, though different from DGS Telecom’s phone services), Preventive Maintenance, Remedial Maintenance).

Contract Formation:  Outlines how the bids and signatures create the commitment.

Applicable Law:  Requires that the contract is governed by the laws of California.  Contractors generally want it to be governed by the state they are incorporated in.  This is where “court” will be held. 

Assignment:  Contractor can’t assign the contract without the State’s written consent.  The assignment generally changes who receives the funds and does not change responsibility for performance.

Order of Precedence:  Outlines what prevails if there is an inconsistency between General Provisions, SOW, contract form, etc.  You don’t want to get into a legal dispute over this so be careful and avoid conflicts between the provisions of your contract.

Substitutions:  Allowed with advance written consent from the State.

Samples:  Outlines how samples are handled.

Warranty:  Important to know this language because you can’t accept less from the Contractor and you want to know what is covered.

Termination for Convenience of State:  Approval to use this provision requires approval by DGS/PD Deputy Director.  Used only in dire circumstances and not for just a change of mind.

Rights and Remedies of State for Default, Limitations of Liability, and Contractor’s Liability for Injury to Persons or Damage to Property:  Outlines liabilities, recourse for defaults, and procedures.

News Releases:  Must be approved in advance by DGS/PD.

Continued next page.

Disputes:  Outlines the procedure for handling disputes.  

Stop Work:  Enables the state to stop work and reassess the project, then cancel, or make changes and proceed.  Used only in dire circumstances. 

These are just a few of the provisions that may directly impact your project.  It is important that you know what you are agreeing to and how to legally handle day-to-day contract management issues. 

Of course, you also need to contact DGS/PD when you get into legal issues regarding your contract.

This concludes Module 2.  Hopefully, you gained a lot of useful information.

Please fill out the evaluation forms.
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