IACP Module 4 Day 2 - Evaluation
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	Introduce yourself and your assistant or other instructors.

Welcome to Module 4, Day 2 of the Intermediate Acquisition Certificate Program. Remind students:
Instructor names and email addresses on front board

Class website address: http://www.dgs.ca.gov/pd/Programs/CalPCA/Info/IACP4.aspx
Emergency phone numbers: 866-566-0704

Emergency Exit Procedure Information

Restroom and Cafeteria location

Lunch and Break plan

No food allowed in this room; drinks with lids are OK
Cell phones OFF please (
As you would in your office, please be careful with the drinks since we will be working around computers during this training module.

Just like yesterday, blank note pages are included in your workbook just in front of the Day 2 Handouts divider. All handouts for today’s topics and exercises are located in the Day 2 Handouts. 

We have standard calculators in the classroom, but feel free to bring your own to class.
Now lets start today’s training with a brief review of yesterday’s training for context of the evaluation process.
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 Day 1 Review
	Slide 2
	This module is designed to teach you proposal evaluation concepts for a straightforward IT Request for Proposal solicitation.

The evaluation process includes several parts that all add up to a thorough assessment of a proposal as responsive to state requirements, having value, and is submitted by a responsible bidder. Yesterday we learned how to 

· Determine bidder responsibility

· Determine if a deviation is material
· Verify proposal qualification
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Today’s Objectives
	Slide 3
	Today’s learning objectives are to

· Evaluate responses to RFP requirements more efficiently and effectively

· Score proposals for value

· Determine appropriate proposal costs
These topics and yesterday’s cover the entire evaluation process leading up to the Evaluation & Selection Report, which will be covered in the next IACP module. At the end of today’s module, you will have a solid foundation and greater confidence in evaluating any proposal for a RFP. 
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Next Modules
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	The next 2 modules of the Intermediate Acquisition Certificate Program are Module 5 – Selection & Award and Module 6 – Contract Administration.  
As I mentioned before, in Module 5 you will learn about how to select the winning proposal and how to document the competitive process used to award the contract including the use of the evaluation worksheets we will address in this module.
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Today’s Schedule
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	So the topics we will cover today will be:

· Evaluating More Efficiently & Effectively
· Value Scoring Concepts
· Evaluating Proposal Costs
· Module Summary
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Evaluating More Efficiently & Effectively
	Slide 6
	We have learned in the Basic Acquisition Certificate Program (BACP) and other prior training about evaluating requirements.  
The aspect today that we will focus on is how to efficiently and effectively evaluate RFP requirements.  
We will review our objective, learn about some keys to success, discuss some ways to more efficiently and effectively evaluate proposals, introduce you to some useful tools and then do an exercise.
As you will discover, most of the discussion will address topics that should be addressed early in the procurement process in order to realize the benefits during proposal evaluation.
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Our Objective
	Slide 7
	As we learned from IACP Modules 2 & 3, the state’s IT RFP solicitation process is time consuming to complete. It is also the focus of common complaints from users, suppliers, and oversight agencies. A typical comment is that by the time the contracted solution is installed, it is obsolete. One major time saving effort is to minimize the proposal types used in the process. Another very time consuming area is proposal evaluation. Any time saved will shorten the RFP process and hasten the implementation of a solution for our customer.

You also need to remember that, in the process of being efficient, we must still be effective at proposal evaluation. That is, we must take the time to complete a proposal evaluation in accordance with our evaluation standards – complete, thorough and defensible.

In general, simple, straightforward IT procurements are good candidates for efficiency improvements. Complex or strategic procurements place more emphasis on effectiveness with many requirements and multiple proposal types to ensure adequate description of the needed solution and responsive proposals.

In reality, we need to consider both. So how do we balance efficiency and effectiveness and become more efficient and effective in evaluating proposals, which is our objective? (rhetorical question)
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Keys to Success - Efficiency
	Slide 8


	So, what are the keys to success?  (rhetorical question)
Let’s start with efficiency. Besides having a motivated, experienced, healthy Evaluation Team, and a supportive environment (including management, staff, funding, policies, space, tools, etc.), what can we do to save time in evaluating proposals? (rhetorical question)

It would certainly help if when we were developing the RFP we focus on keeping requirements to the minimum necessary to adequately describe the needed solution. Doing so will help minimize evaluation time as well as costs.

In IACP Module 2, we talked about not having vague requirements because you might not get what you need.  Another aspect of that is that clear requirements – clear enough that both the Evaluation Team and bidder both understand the requirement – are another way to be more efficient since they would foster better understanding of the requirement, fewer mistakes and less evaluation time. This is important to remember as requirements are developed as well as revised during the RFP process. 

Another key is to sharpen your tools before you need them just as good, experienced carpenters check their tools and replace dull saw blades before they start a job. In our case, the RFP Team should develop tailored templates, checklists, and worksheets before the RFP is published that will easily capture evaluation notes in an organized manner. As a result, you will minimize time to revise forms, enter data, make decisions and clearly document results.

Lastly, use technology to support efficiency. Technology can be a wonderful tool but if you don’t use it appropriately, it can be more of an obstacle than an aid. Properly planned use of technology can enhance and support efficient proposal evaluations.
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 Tips for Keeping Requirements to a Minimum Necessary
	Slide 9

?
	A few tips for keeping requirements to a minimum necessary are:

· Minimize redundancy
· Fully understand each requirement and how it relates to others and why it is necessary. 

· Have team members validate that the requirements are the minimum necessary to adequately describe the needed solution before the RFP is published and when requirements are revised during the RFP process
QUESTION: Anyone have any other techniques for keeping requirements to a minimum necessary?
(Add additional suggestions to list for next class and then click for NEXT SLIDE)


Tips for Writing Clear Requirements
	Slide 10
?
	Besides taking an effective writing class, a few tips for writing clear requirements are:

· Use “must,” “shall” or “will” for mandatory and “should” or “may” for desirable requirements
· If you don’t understand the requirement, ask a subject matter expert or an end user. The most effective buyers understand what they are buying.
· Test with the 4 W’s (who, what, where and when) including quantity & quality
· Keep it simple – use simple sentence construction where a simple Yes or No and a “how” explanation is expected. For example, the requirement might be “the proposed printers must be able to print at least 30 pages per minute in various colors.” The response should be a Yes or No with additional verbiage explaining what the proposed printer is and how it meets the requirement.  An undesirable alternative might be a requirement written in multiple sentences or a paragraph that addresses several difficult technical concepts.  
· Use active voice 

· Check for readability and grammatical errors

QUESTION: Anyone have any more suggestions? (Add additional suggestions to list for next class  and then click)
Suggested tips :
· Use “contractor” instead of “bidder” when writing contract requirements.  “Bidder” is appropriate for proposal qualification requirements.

· Test the clarity of the requirement by having an end user read it and explain what s/he thinks the requirement is.

· If you use many acronyms in the RFP, be sure to include a glossary to explain them.

Remember, the more detailed the requirement, the more precise we require the response, and the more room for error.
NEXT SLIDE


Tips for Sharpening Tools
	Slide 11

?
	A few tips for sharpening tools are:

· Customize all tools (templates, worksheets, and checklists) for efficiency
Consider what data is collected from what sources when creating a tool. That is, if you have multiple forms asking for data from one source, it may be more efficient if all the data from the source is collected at one time using technology that automatically populates the forms. An example of this is an Excel spreadsheet with links to other spreadsheets.

· Test all tools for usability before finalizing and including in the Evaluation & Selection Team Procedures Manual
QUESTION: Is everyone familiar with usability testing? (Have those familiar describe what they do in usability tests.  Note responses for future tips.)
Usability testing involves users trying out a new product and providing feedback to the developer about how the product works and suggestions for improvements. Web page developers do this all the time. In our case, we are talking about templates, worksheets, checklists and other tools. So put your user hat on and try using your product and see how easy or difficult it is to follow the directions given. Better yet, have someone else not involved in the development of the forms try them. This type of testing will enhance user acceptance of the product when you deploy it.

· Capture only useful data and be careful not to omit any

Put some thought into what is the minimum data you need for your purpose from the tool. For instance, do you need to repeat requirements or would a consolidated form be better? Do you need a 4-digit year or will a 2-digit year suffice?  Would it be useful to match deliverables to requirements on the evaluation worksheet for evaluation as well as validation and acceptance testing?
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Tips for Using Technology to Support Efficiency
	Slide 12
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	We already mentioned possibly using Excel spreadsheet link technology for efficient  evaluations, a few other technology tips are:

· Specify acceptable electronic file formats compatible with your software tools. Better yet, give the bidders copies of the electronic files to use and return with their proposal.

· Work with IT experts to secure & at least daily backup all files as well as provide support in case your tools fail
· Focus on using the technology you have and are trained to use

· Keep file sizes small for quicker access, edits and backup

· Organize all electronic files for easy access with meaningful names, categories, index, version number, and date

· Use project management tools to plan optimal use of evaluation resources, and identify critical path and timeline for evaluations
Question: Does anyone have any other technology tips or experience with other tools that you want to share with the class? (Add additional suggestions to list for next class and then click)
(Suggestion: Consider using technology while evaluating to minimize time documenting evaluation notes, especially consensus scoring. 

Some other possible discussion points:

Groupware use; using Tables for formatting requirements, responses and notes; Database software or other tools for evaluations; Maximizing text and minimizing images to create smaller files; or Use group presentation tools for developing group consensus)
Bottom line: If you want to be efficient in proposal evaluations, give some thought during the acquisition-planning phase to what technology you have and how you could use it to best support proposal evaluations. 
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Keys to Success - Effectiveness
	Slide 13


	Steven Covey wrote the popular book 7 Habits of Highly Effective People to help people be more effective at what they do. So, what methods, ways or techniques can we use that would make proposal evaluation more effective? More specifically, what are the keys to success for evaluation effectiveness? (rhetorical questions) 

The focus here is to do complete and thorough proposal evaluations in a manner that is defensible. We will assume for training purposes that the RFP requirements adequately and fully describe the needed solution and that everyone knows how to recognize a deviation. We then need to ensure that all RFP requirements were adequately addressed in each proposal evaluation.  

The first key to success for effectiveness is to be methodical in evaluating all requirements. Have a plan in place identifying who evaluates what and when. Ensure that all requirements are addressed and treated the same by all team members or groups. This is where a plan and clearly written procedures help.

The second key to success here is to follow evaluation standards. That is, be complete and thorough in evaluations and notes. Rely on the published evaluation rules for material deviations and errors in the proposal and cite the RFP Section II rule(s) used in decisions. This will strengthen the credibility of the decisions made and ensure a quality evaluation.

Finally, use subject matter experts to review technical and administrative requirements that require a special body of knowledge or skills, especially for esoteric requirements. The evaluators need to understand all responses to requirements in order to determine responsiveness.
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 Tips for Being Methodical
	Slide 14

?
	Some tips for being methodical include:
The Evaluation Team (Leader) should:

· Develop an evaluation plan with a RACI matrix to show assignments. Recall a RACI matrix is a way of graphically depicting which individual or group is Responsible, Accountable, Consulted, or Informed about specific activities? (rhetorical question). We learned about how to use these in Module 3.

The simplest plan is for one group of evaluators to handle all technical requirements, another for all administrative requirements, and a third for all other parts of a proposal. Experts should be available to review any esoteric areas (e.g. financing or software code reviews) and document their evaluations in terms that the rest of the evaluation team will understand.  
· Ensure that all evaluation groups are adequately staffed.  That is, note the strengths and weaknesses of team members and ensure that all evaluating group members have the time, knowledge, and skills to properly evaluate their assigned portions of a proposal. 

· Keep teams small – under 10 in size and an odd number
· Ensure that all evaluation procedures are clear and complete for all evaluators and included in procedures manual. This includes how discussions are conducted, decisions made, and specifics needed for file notes.

· Follow the procedures in the procedures manual. A major reason for losing a protest is not following procedures.

Question: Does anyone have any other tips or experience in being methodical that you want to share with the class? 
(Add additional suggestions to list for next class and then click for NEXT SLIDE)


Tips for Following Evaluation Standards
	Slide 15
	A few tips for following evaluation standards are:
· Do not act in an arbitrary (seemingly at random) or capricious (impulsive) manner in evaluations and treatment of bidders.  It may be grounds for canceling and repeating the RFP process.

· Do use strict review standards. Dot the “i’s” and cross the “t’s” as they used to say in the days of handwriting.  Alternatively, put on your attorney or auditor’s hat. The bidder’s response to a requirement including any referenced material should be clear and explain how the proposed solution meets the requirement. If the response does not, it should be clearly documented. For preliminary proposals, the bidder should be encouraged to clarify or revise its response to address the entire requirement for the next submittal.  Keep in mind, the more clarity we have documented in terms of how the bidder intends to satisfy the requirement, the easier it will be to defend our decision and administer any awarded contract.

· In reviewing a response to a requirement, look for expressed intent first. This could be a simple check mark acknowledging Yes or No for compliance to the requirement.  In the absence of the check mark, look for expressed intent in the proposal cover page or executive summary. Once you find the bidder’s expressed intent, then as you may recall from yesterday, the deviation rules are simplified.
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...more Tips for Following Evaluation Standards
	Slide 16
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	More tips:

· For mandatory requirements, be consistent in applying materiality test. Determine all of the criteria not met for any material deviation and not just one. That is, instead of stopping after detecting one criterion is met, check all criteria and document results.

· For desirable requirements, evaluators only need to determine if the requirement is met and score it accordingly.  That is, if the response is in substantial accord with the requirement including delivery, quality and quantity, the requirement is met. If it is not, the requirement will not be considered as part of the proposal for evaluation and contract purposes.

Question: Does anyone have any other tips or experience in following evaluation standards that you want to share with the class? (Add additional suggestions to list for next class)
(Some additional tips might be:

· Keep Master copies of proposals separate from copies used for evaluations and keep it in original conditions. Use only for reference until contract award.

· Memorize the definition of material deviation
· Make evaluation notes in a different document than a proposal copy and keep together with other evaluation notes.  Sometimes a bidder requests return of their (preliminary) proposal copies and you don’t want your notes to go with them

· Try to find missing explanations in other parts of the proposal. As long as the explanation is part of the proposal, it may be considered as a response to a requirement for evaluation purposes.)
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Tips for Using Experts

	Slide 17
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	In some situations like leasing using tax-exempt financing, software development involving leading edge technology, or esoteric knowledge of an agency’s program, you might use an expert for advice or interpretation of bidder responses. These experts may be state employees or hired consultants. A few tips for using experts are:

· Experts generally advise and are not evaluation decision-makers. Think of them instead, as language translators that can help you understand the requirement as well as any bidder response to the requirement. 

· Identify need for experts early, get commitments for their use, and schedule them. Experts are sometimes scarce or hard to get when you need them.

· When developing the requirements, determine which ones will require an expert to evaluate. For candidates, look for complex proposal requirements or any that Evaluation Team members do not fully understand. Once the scope of the “expert” requirements is determined, you can focus on experts with the experience, knowledge, skills and abilities needed.

Obviously if the team does not have that expert, it will need to get one. If the team interviews candidates, ask them to review the list of “expert” requirements and explain their understanding of each requirement and what they would expect to see as responses. Good experts will use terminology that the team will understand.

· Consultant experts should never write evaluation notes. They may be used to explain or interpret responses to requirements but the Evaluation Team must compose the evaluation notes.
Question: Does anyone have any other tips or experience in using experts and want to share them with the class? 
(Add additional suggestions to list for next class and then click for NEXT SLIDE)


Useful Tools

	Slide 18

	There is currently no single resource of templates for evaluation worksheets.  The worksheets in the handouts listed on the slide (below) may be modified as desired to tailor them for future use until the resource is available.

· Day 2 Handout 1-1 (pages from RFP DMV MCD05-0001 Team Procedures Plan, Appendix C);

· Day 2 Handout 1-2 (pages from CDHS 4210-179.1 RFP Team Procedures Manual;

· Day 2 Handout 1-3 (pages from CWS/CMS RFP 4130-161 Evaluation Checklist); and

· Day 2 Handout 1-4 (pages from RFP CDE-5023 Evaluation Procedures).

For more current samples of evaluation templates, you might check online for CSCR ads of current or recent IT RFPs or check with DGS Procurement Division Technology Acquisition Branch.
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Exercise 3 – Evaluating More Efficiently & Effectively
	Slide 19
	We asked you to bring to class sample evaluation checklists and/or worksheets used for evaluating administrative and technical requirements from a previous RFP. For this exercise, we will divide the class into teams.  

Exercise: Each team is to:

1. Take 30 minutes to review the sample evaluation checklists or worksheets you brought with you as well as Day 1, Handouts 1-1, 1-2, 1-3, and 1-4. As you review, recall the tips we just discussed, and discuss within team what changes they would make to the sample worksheets and/or handouts for their best set of templates for efficient and effective future use.  Use MS Word or Excel to create the template checklists and worksheets for class presentation.  
2. Afterwards, present team results for class discussion. Team recommendations may be used in future classes.

Time allotted 30 minutes for group discussion & work plus 15 minutes for class discussion.

During discussion, explore what tips were helpful in developing template and why the team feels the template is the best for them. 
Also, note what students suggest regarding matching deliverables to requirements. 
At the end of the discussion, ask students if they would consider a standard template more useful than different versions for different requirement or proposal types. Collect any templates that may be useful for future classes.  
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	Moving Along
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	We have just concluded the section on Evaluating More Efficiently & Effectively and will be moving on to our next topic of Value Scoring Concepts.  

Question: Before we move on though, does anyone have any questions? 
(Answer questions or defer to break or after class to answer.)
OK, lets move on.
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Value Scoring Concepts
	Slide 21
	A key topic in evaluating IT proposals for state contracts is the concept of value and how to score proposals for value. In your prior training, you were probably shown a number of different evaluation models for solicitations. In this class, we are focusing on a value-effective RFP.  
Today, we will spend a few minutes setting a foundation for understanding value and how you can create a value-effective RFP evaluation model. 
Of course, creating the value-effective RFP evaluation model happens much earlier in the process – back in the planning stages, before releasing the RFP. 

But since we haven’t explored this concept in detail before now, today we will define value, talk about what the evaluation objective is and how to quantify value, discuss the concept of relative weighting and the need to review and affirm value, how to score responses for value, and finally an introduction to scoring criteria often used in evaluating proposals. 

At the conclusion of this topic, we will do an exercise on value scoring. 
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Value Defined
	Slide 22

?


	To begin, we all need a common understanding of the meaning of value. Value is one of those words that have many meanings in everyday life. To fine artists, value might mean the degree of lightness or darkness in a color. In the investment community, value is defined as the future returns from your investment or the discounted value of the cash that can be taken out of a business during its remaining life.  
QUESTION: So does anyone know what value means in acquiring IT goods and services? (If you have any hands showing affirmative, ask them how they define value. There are 18 different definitions in dictionary.com. Compare their responses with the definition below.)

(click)

For state IT contracts, we use the more commercial meaning – the usefulness, quality, worth, and/or importance of the proposed solution in meeting the contracting agency’s needs.
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Value Factors (Public Contract Code (PCC) 12100.7)
	Slide 23

?


	QUESTION: Now that we have a definition of value for IT acquisitions, what do we mean by the term “value-effective acquisition,” which is used to express the Legislature’s intent for IT acquisition policies? (Make a list of the suggested answers for later comparison.)  

The law (Public Contract Code 12100.7(g)) defines the term “value-effective acquisition” as one that may include, but is not limited to, the following 14 different factors in evaluating proposals: 

(click)
1. The operational cost that the state would incur if the proposal is accepted

2. Quality of the product or service, or its technical competency

3. Reliability of delivery and implementation schedules
4. The maximum facilitation of data exchange and systems integration
5. Warranties, guarantees, and return policy
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Value Factors (PCC 12100.7)
	Slide 24

	6. Supplier financial stability

7. Consistency of the proposed solution with the state's planning documents and announced strategic program direction

8. Quality and effectiveness of business solution and approach

9. Industry and program experience

10. Prior record of supplier performance
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...Value Factors (PCC 12100.7)
	Slide 25
	11. Supplier expertise with engagements of similar scope and complexity

12. Extent and quality of the proposed participation and acceptance by all user groups

13. Proven development methodologies and tools, and

14. Innovative use of current technologies and quality results
In this day and age of Green Computing, we might even consider adding:
15. Consistency of the proposed solution with state Green IT initiatives. (suggested)
Now lets review our earlier suggestions and see how they fit with these factors.  
(Compare suggestions made with Slide 22 with the items listed on Slides 23, 24 and this slide, and note what was not included or possibly more specific than one of the legal factors.)
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Value Objective
	Slide 26
	Now that we have a common understanding of value and the term “value-effective” for state IT acquisitions, lets focus on what we are trying to accomplish.  
We need to review each proposal and determine what value it offers in meeting the RFP requirements. To do that, we need to have a way to determine a proposal’s value and then during the Selection & Award phase (covered in Module 5), the proposal that offers the best value for the acquiring agency can be selected for contract award.
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Approaching Value
	Slide 27
	There are two (2) parts to the challenge of determining a proposal’s value.  
The first part is for the state to determine the value of its requirements.  
The second part is for the Evaluation Team to evaluate proposal response to each value requirement and determine its value– i.e. how much of the requirement’s value did the proposal response provide?  
This approach is like what you would do to find your dream home. You have a list of features that you want your dream home to have like location, price range, number of bedrooms, a pool, large lot, etc. You then look at what is available on the market and compare the available homes to your dream home requirements. The one that offers the most features you wanted has the most value for you.

Part 1 is usually completed prior to RFP publication as part of acquisition planning and RFP development. Since the concept and methodology has only been briefly addressed in prior training and it is key to performing Part 2 successfully, we will spend a few minutes today getting more comfortable with setting value of an RFP requirement and then explore its relationship with Part 2.

We are assuming at this point that all RFP requirements are clearly written. If they are not, we will have major problems with any proposal evaluation and resulting contract.
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Quantifying Value
	Slide 28
	As a general concept, there are 3 steps to quantifying value of a requirement.  
The first is to identify the value RFP requirements from others.  
The second is to choose a value system to use.  
Then lastly, we need to set the requirement values.
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Identify Value Requirements
	Slide 29
	As you are aware, a RFP generally has many requirements.  Some of these requirements are scorable and some are not.  For the purposes of IT proposal evaluation, the qualification requirements mentioned yesterday are pass/fail and not value requirements. The proposed solution requirements found in the RFP Sections V & VI generally are value requirements, especially those that relate to the value factors of PCC 12100.7. 

A popular way of considering these value requirements is as mandatory or desirable. A proposed solution that does not meet mandatory requirements will be rejected while a solution that does not meet desirable ones will not be. So be careful in writing mandatory requirements. You would not want to reject a proposal for not meeting a minor requirement. Collectively, mandatory requirements represent the minimum that a proposed solution must meet while desirables are extras that would be appreciated if offered. This works fine when we are interested in obtaining quality at the lowest price.

However, in IT RFPs, we want to get the best value. So how do we achieve that? (rhetorical question) Some requirements are written only to be met or offer no extra value for surpassing. An example of that is a requirement like “all equipment offered must be new and latest model in current production.” Let’s call these requirements pass/fail or non-scorable.

Then there are those requirements that an agency would benefit from if they were surpassed. An example might be a requirement like “when keying transactions, there must be no more than 2 seconds wait time between screens.” A faster time might save users time and increase productivity. Let’s call these requirements scorable.

These categories would be the minimum set necessary to do a value-effective RFP. Some more complex RFPs may have more complex groupings, but if I were you, I would try to keep it as simple as possible. It will save you time and effort.
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RFP Value Requirements
	Slide 30

?
	Here is another way to view value requirements.  
You have administrative requirements (RFP Section V), and technical requirements (RFP Section VI) which are identified as (click)
 scorable and (click) 
non-scorable and (click) 
mandatory and (click) 
desirable.
QUESTION: Everyone clear on value requirement categories at this point?  
(If any, take questions and answer them.)  
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Choose Value System
	Slide 31

?

	Now that we have identified value requirements, the next step to quantifying value is to choose a value system. Value systems all inherently compare something to a standard. The differences between them are how they show the evaluation results or value. Each value system relies on its own standard to define what is best, worst, and “shades” in between. The more ‘shading” or ratings possible in between the best and worst, the more refined the value system. Using a value system, an evaluator will compare something to the standard and render a value rating.  

Some examples of different value systems are:

Movies – G, PG, R, etc.
Hotels and restaurants – stars

Earthquakes - USGS Richter Scale
Educational Grading System – Report Cards
Points System for rating sports events (e.g. gymnastics)
QUESTION: What other kinds of value rating systems can you think of?
Now what value system would we use for expressing value of a RFP requirement (for a customer agency)? (rhetorical question) 

(click)

Of all the different value systems, the obvious and most popular way is points since (1) there are many tools available to quickly tally points to obtain the proposal value; (2) there is wide latitude in range scalability and grading (min-max, order & magnitude difference) for exceeding the requirement; and (3) the state’s socioeconomic programs can be supported.  In cost only solicitations, instead of points, we use dollars.
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Value to Whom?
	Slide 32
	In our RFP, we’ll use a point value system. So now, the next step is to establish the value (points) of each requirement to the customer.

To do this, you need the customer’s experienced users involved since ultimately they are the ones that will use the proposed solution and can best identify its usefulness, worth, importance, and quality relative to their very specific needs. 

From a practical standpoint, different users may be more appropriate for valuing certain requirements than others. For instance, IT support staff may be in a better position to determine value for hardware requirements since they would support the acquisition after installation but they would not be appropriate to establish value for (business) program requirements since they usually are not aware of what is important to program staff.

Moreover, the more experienced users are involved in determining requirement values, the more dependable the values become. That is, group consensus is more accurate than an individual assessment in establishing the value of a RFP requirement for a customer agency and accurate values are necessary to acquire the most value-effective solution.

Conversely, if requirement values are set without appropriate, experienced user input or feedback, the risk of acquiring a solution that is not the best value would increase and the integrity of the RFP process as well as the customer’s program may be jeopardized. To sum it up, (click) the right people and the right value gives you the right stuff.
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Methods for Setting Value
	Slide 33
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	Now how does the user group assign points to each value requirement? There are at least three ways commonly used to set value. This is a key concept, so let’s delve into these methods more to understand the ramifications of each. We can assign:
1. No points for meeting the requirement and none for surpassing – a method often used when the requirement is pass/fail;

2. Points for meeting the requirement and none for surpassing – the method used where meeting the requirement is of fixed value and exceeding the requirement has no more value. An example of this is a requirement that “the widget must be qualified as Energy Star” for 5 points; or

3. Minimum points for meeting the requirement and more for exceeding it – the method used where we recognize a variable range of value depending upon what is proposed. An example of this method is a requirement that “the system must process at least 1,500 transactions per minute for 15 points and 5 additional points for each 500 transactions up to a maximum of 30 points total”.

Points reflect value in these methods. In any method, if the requirement were not met, we would not award any points and if the requirement were mandatory, the deviation would be material.  

In many RFPs, it is common to have a combination of all of the above methods. We use Method 1 for non-scorable requirements and Methods 2 & 3 for scorable ones. We might use all three methods for mandatory requirements in a RFP.  
Question: What methods would we use for desirable requirements? (Should be only Methods 2 & 3. Method 1 offers no incentive and would be a waste of effort.)

No matter how you develop requirements and the methods used to set values, be mindful of the ramifications for a best value solution.                      NEXT SLIDE


Set Relative Values
	Slide 34

For class visual, use Case RFP Value Planner and fill with class value sug-gestions
	Now that we have decided what method to use for the value requirements in a RFP, how do we determine the actual value of each scorable requirement? You could pick a point total for non-cost requirements and then pro-rate the points to groups of requirements and then pro-rate the group points to individual requirements within each group. Although this is convenient to do, it is arbitrary and is not a sound approach to ensure reasonable valuation.

To protect the integrity of the procurement process, we need a better approach. Let’s scan the requirements and see if there are intuitive groups we can work with. The RFP requirements may already be grouped in a way that facilitates this. In most cases, they would be grouped by functions, programs, deliverables, or product/service. In RFP DMV MCD05-0001, for example, the 5 groups used were maintenance/support, capacity/performance, training, project management, and design/development /implementation. Once the groups are determined, pick the group with the least value and give it a value of 1. Then compare all other groups to it and give each a relative value.  For example, Group 4 may have the least value while Groups 2 & 3 are each twice as valuable as Group 4, and Group 1 three times more valuable than Group 4. 
Next, within each group, compare each requirement to all others to set its relative value. Just like for the groups, within each group pick the least value requirement and give it a value of 1. Then compare all other requirements in the group to it and give each a relative value. 

To create a full value list showing all value requirements and their relative value to each other, let’s use the concept of data weighting by multiplying the group relative value by the requirement relative value to create a weighted value for each requirement. Upon completion, we will have set relative values for all value requirements and groups. The total of all the weighted values is the total value of the non-cost value requirements for the customer.                    NEXT SLIDE


...Set Relative Values
	Slide 35
?

?
	So let’s now open up the Value planner and see how this works. Follow along on your monitors or the hard copy Day 2 Handout 2 in your workbooks. (click on the box to open up the Value Planner)

As you can see, we’ve already inserted group headings, but you can easily change these to match your RFP.

So, let’s first find the group that has the least value to us. How about “Other Requirements”? Can we agree that group is probably of least value to us? Lets set the value of this group to 1 (enter the number 1 into the “Group Relative Value” column next to the group header). 

Having identified that group, let’s now set the value of the other groups relative to our lowest value group. We’ll begin with the first group – Project & Risk Management. Is this group the same value as “Other Requirements”, or is it twice as valuable, or 4 times, or something in between? Help me out here class. Tell me what you think. (Then go through the other 2 groups, and as the class assigns values, enter them into the “Group Relative Value” column next to each group header).

OK, we’ve identified our group values. Now, let’s tackle the requirement values within each group in the same way, starting with the lowest value requirement in each group.

(walk the class through assigning requirement values within each group and enter them into the document)

Once all the relative values have been set, you can see how they relate to other requirements and groups in the RFP, and what their value is relative to all other requirements and groups. For instance, the least valuable requirement within the least valuable group is worth ___ percent of the value of the RFP, and the most valuable requirement within the most valuable group is worth ___ percent of the value of the RFP. See how that works? (rhetorical question)

Now that you’ve seen how easy this part of the Value Planner works, its time to move on to the next area.  NEXT SLIDE


Converting Values to Points
	Slide 36
	Once we have this weighted value requirements list, the next step is to determine the points commensurate with each value requirement.  
Converting the weighted values to points is now easy. 
Using the full value list, we can determine the percentage of each requirement value to the total value of all requirements.  
We can multiply the percentage times the total non-cost points for each requirement’s allocated points. Group points are the sum of all group requirement points. 
The total of all group points should be the total of non-cost points.
So now, let’s go back to our Value Planner and do a few more things. (click on the Value Planner box and return to the Value Planner)
In the upper left-hand corner, let’s fill in the Total Evaluation Points. Watch how the Value Planner fills out when I do that. (insert Total Evaluation Points. Pick a number, say 5000 or 2000, or another number you’d like to use). The values have been converted into points allocations automatically by the tool.

Now we can see that the least valuable requirement within the least valuable group is worth ___ points (find the least valuable group and the number of points the program inserted for that group). And the most valuable requirement within the most valuable group is worth ___ points (find the most valuable group and the number of points the program inserted for that group). 

See how that works? (rhetorical question)

Return to the Slide Show and click for the NEXT SLIDE


 Review & Affirmation
	Slide 37
	Now that we’ve assigned points to all value requirements with active user participation, we should ensure that the point allocation accurately reflects the value to the customer and makes sense. 
Using a method to set points is one thing but what do the points represent other than a number derived from comparing a requirement to others? Is there another more realistic benchmark that we can use to give us some reasonable assurance that the value is accurately reflected in the points? (rhetorical questions)
Everyone understands dollars as measure of value. They are used every day to make spending decisions. Can we somehow tie these points to dollars to validate assigned points are an accurate measure of the requirement’s value? 
Well, fortunately for us, we also have points allocated to the cost of a proposal. If we have a cost estimate for the proposed system and its benefits and liabilities (cost adjustments) and the number of points allocated for costs, we can calculate a useful benchmark for the RFP. If we divide the number of cost points into the total estimated cost of a proposed system, we get a point value or cost/point.  
So let’s see how that works in the Value Planner. (click again in the box to return to the Value Planner). First, I’m going to indicate what value the cost and the points have in the evaluation. Let’s use a 50/50 split. (enter 50 in the box next to the “Cost % Factor:”). Now I’m going to enter an estimated cost of our project. Let’s use $1 million. Notice how the “Equivalent Cost” column fills up. 

What the tool has done is determined the relative dollar value of all the requirements based on the requirement weighted values that were determined after we entered the relative values of each group and requirement. 

Return to the Slide Show and click for the NEXT SLIDE
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	Slide 38
	Now using this point value, we can review the points allocated to each requirement and group to see if the equivalent cost value accurately reflects the value to the customer agency. 

For example, at $3,000/point, a 100-point requirement is equivalent to $300,000 on the cost side. We can now ask the customer if the requirement is worth $300,000 to them. If it is, we have validated the appropriateness of the allocated points.

If it isn’t, we can adjust the points to reflect the value to the customer agency using this benchmark. 

That is, if we think the value is closer to $150,000, we reduce the points by half. Any adjustment may necessitate a review of other requirement values to reconfirm the points assigned (relative values) are appropriate. This review, if properly done, confirms that your point allocation is reasonable. 

After reviewing the requirements for appropriate value points, we still need to do another review to reaffirm that the evaluation model is fair and open for competition.  

Have we, by allocating points in this way, introduced any obstacles to fair and open competition? Have we eliminated competition? Considering the points for all value requirements, does the allocation favor any one competitor over another? (rhetorical questions)
If the answers to any of these questions are “Yes”, we have created a procurement evaluation model that may not be fair and open for competition and it needs to be re-tuned. If the answers to the questions are No, we have a value standard (aka evaluation criteria) to use for proposal evaluations.

NEXT SLIDE
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	If we have done our job right in developing the evaluation criteria including delineating ranges of points possible, the job of scoring a proposal for value should be a straightforward task.  The only question to answer should be did the response meet or exceed the requirement? If it did, points are (score is) awarded to a response based on the RFP evaluation criteria.

The best scoring situation is when there are clear, objective evaluation criteria for a requirement and a clear proposal response. The evaluation will be easy and defensible.
An example of this is a requirement for a specified widget and a proposal response clearly stating that a widget is offered and includes technical literature describing how the widget meets RFP specifications. Points are awarded based on the evaluation criteria or value offered. People sometimes refer to this situation as “black and white.”

NEXT SLIDE
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	If the criteria is not clear or is subjective, the scoring may be problematic. 

For example, you might have different points for a quality range like good, better and best but no defining criteria for what is good, better or best other than the judgment of the experienced evaluators. In this situation, the evaluators as a group may be able to agree on a decision and document it but it would still be less defensible when challenged than if you had clear, objective criteria to use. People sometimes refer to this situation as “grey.”  

If the proposal response is not clear, the evaluator’s job is more difficult. S/he is to treat the response as a deviation and apply evaluation standards to make an assessment. This may include written clarification from the bidder. This “grey” situation is better than having unclear or subjective evaluation criteria but may still be problematic.

In the multi-step IT procurement process, use the preliminary proposals to avoid “grey” situations in the Final Proposals.  No matter what the situation you have, the evaluators should summarize all scoring for the file and future reference.  

The non-cost value of a proposal then is the total of all points awarded using the evaluation criteria for value requirements. 

NEXT SLIDE
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	So how do we score the proposals? (rhetorical question) 

Like the value points, this determination should also have been made much earlier on in the process, published in the RFP so that all bidders know the ground rules, and included in your Evaluation and Selection Team Procedures Manual. Regardless of when it should have been developed, lets spend a few minutes now discussing models that you might find useful. 

Individual evaluation team members will review certain proposals or portions of proposals and assign points according to the scoring criteria described in the RFP. It may be as simple as assigning a 0 if the requirement is not met, a 5 if it is met, and a 10 if the proposal response exceeds what the requirement calls for. It can also be much more complex. Please find Day 2 Handout 3 Scoring Criteria (behind the third colored sheet in Handouts) in your workbooks now, and let’s go through a few examples of scoring criteria methods.

(Pull out Day 2 Handout 3 and go through several of the methods. The 1st 2 are from state RFPs, the 3rd is from an Oregon RFP, and the last page lists a number of other scoring criteria methods.) 

Because this is the method that DGS/PD/TAB uses and recommends, we’re going to follow their lead and recommend that you use a consensus-scoring model to evaluate your bids. To do that, the entire RFP Evaluation Team should meet to discuss individual notes, and come to a consensus on the points to be awarded each requirement in each individual proposal. 
NEXT SLIDE


...Scoring Criteria
	Slide 42

?
	Consensus scoring? What is that? (rhetorical question)
The online dictionary MSN Encarta defines “consensus” to mean: “broad unanimity: general or widespread agreement among all the members of a group”, and "a view or opinion that is generally shared."
Applying that to “consensus scoring” we see it must mean that we have agreement among the members of the Evaluation and Selection Team, in this case, on the scores assigned to each bidder based on their responses to the requirements in the RFP.

At the time the Evaluation and Selection Team meets to do this, an official file of the consensus scoring should be created and saved. The creation of the official file will replace all of the individual notes, so there is no need to retain those once you have completed the consensus scoring. 

The official consensus file will also include any notations the Team feels should be included to explain the scoring. For example, the Team may feel it is relevant to annotate a specific requirement to explain why it was scored in the manner it was.

QUESTION: Everybody understand this concept? 

OK then, its time for a fun exercise!

NEXT SLIDE


Exercise 4 – Value Scoring
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	To begin this exercise divide the class into teams and assign one case per team:

· Case 1 (Day 2 Handout 4-1), Cost 50%

· Case 2 (Day 2 Handout 4-2), Cost 60%

· Case 3 (Day 2 Handout 4-3), Cost 70%

· Case 4 (Day 2 Handout 4-4), Cost 80%  

The handouts actually say “Exercise 5”, but they really are for use in Exercise 4. Can be found behind 4th colored sheet in Handouts.
Exercise: Each team is to:

Read case material (assigned handout), enter values in the Case RFP Value Planner found on the class website, re-tune the values as the team recommends, and print final value plan.  The class website address is http://www.dgs.ca.gov/pd/Programs/CalPCA/Info/IACP4.aspx
· Present team results for class discussion. 

Time allotted for the exercise: 20 minutes for team discussion & work and another 25 minutes for class discussion.

Returning from the exercise, as added discussion points, consider asking the class:
1. How would you include the DVBE Incentive requirement in the case value plan; and 

2. Considering what you learned today, should any RFP mandatory administrative and technical requirement have zero points assigned?
Hopefully, everyone has learned something today about value rating so that you will NOT practice "institutional imperative--the tendency of people to mindlessly imitate the behavior of their peers, no matter how foolish it may be to do so." (from Warren Buffet’s comments about banking executives)

 NEXT SLIDE
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	We have now finished the first 2 topics of the day and will proceed on to the last topic and probably the easiest one. 
And that is evaluating proposal costs.

NEXT SLIDE


Evaluating Proposal Costs
	Slide 45
	As we learned in IACP Module 2 (RFP Development), the RFP must explain each cost and how it will be evaluated. The forms, cost sheets and other cost templates should be tailored for the contract at hand and included in the RFP Section VII Cost.  
The cost evaluation methodology (cost model) must be realistic and bear a reasonable relationship to what the customer intends to do during the contract period.

In the previous topic, we talked about value. The value of costs is easily determined since costs are expressed in terms of currency, which is a universal measure of value.  
To explore proposal cost evaluation, we will cover various cost categories, models, adjustments and value considerations and, of course, useful tools and tips and then do an exercise.

NEXT SLIDE


Cost Categories
	Slide 46
?
	There are many different costs in an IT proposal. The typical list could be pages long. If we were to categorize them, it would not only help us verify the accuracy and completeness of the costs but also help us later in working with the budget and accounting sections in awarding and administering the contract.

So how do we categorize costs to help us? (rhetorical)

Cost categories that would help us interpret the costs might be one-time and continuing, as defined in the model RFP Section VII. One-time costs are those state-paid costs for material and services for the acquisition and implementation of the proposed solution. Continuing costs are those projected state-paid costs recurring over the contract term. These costs are normally the only ones funded in an awarded contract with possibly some funds for unanticipated tasks.  

In almost all, if not all, state procurements, we also want to include in proposal cost evaluations any other reasonable costs or benefits we might realize if the proposal is accepted. These are usually lumped under the cost adjustment category. Some examples are price escalations, termination charges, and future additional equipment or services acquired via proposal option.

For IT procurements where we have phased deliveries or different funding sources, we might be interested in subcategorizing costs under the one-time and continuing categories or vice versa. If costs were broken out in these subcategories, then we can easily pull together the amounts for funding the contract and administer payments during the contract term easier. 

The bottom line is we use cost categories to help support not only evaluating cost proposals but also budgeting for the contract award, and administering contract payments during the contract term.

Any questions? (field any questions and move on)

NEXT SLIDE


Cost Models
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?
	Cost models (aka cost sheets) are convenient tools for evaluating costs. They are designed to show all evaluated costs (contract costs as well as cost adjustments) used in deciding the contract award. For value-effective acquisitions, these costs can easily be translated into points or value ratios.
IT RFP evaluation cost models, at a minimum, include one-time and continuing costs. Some include sales/use taxes while others do not. Some include financing costs. As we mentioned before, some Evaluation Teams might want to collect costs by funding source or phased deliverables. These cost breakouts may be obtained using added subcategories in the cost model.  See Day 2 Handouts 5-1 and 5-2 for sample templates in Handouts section.
The primary differences in cost models are the cost adjustments, which approximate the reasonable, probable added costs or benefits to the state. For examples, the life cycle cost model focuses on all operational costs of a proposed solution (e.g. energy consumption, insurance, supplies used) over its useful or contract life as well as the costs to acquire the solution and dispose of it. A common one used in the commercial sector is the return on investment (ROI) model, which includes present value analysis over the projected useful life of the proposed solution and all its costs and benefits. With the interest on green initiatives these days, the cost model could include green benefits such as reduced energy costs, increased cooling efficiency, and reduced emissions associated with the proposed solution.

Whatever cost model is used, it should reflect all reasonable, realistic costs for the evaluation period. All assumptions and all cost adjustments should be clearly explained in the RFP and team procedures for all bidders and the RFP Team to fully understand how we will evaluate the cost proposals. The KIS (keep it simple) rule helps here too.

Can anyone think of a different cost model that was used recently?  (Discuss any feedback and note for future classes.)
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	Sometimes bidders make arithmetical errors in their proposals.  
For example, a line item extension does not match the unit price times the quantity.  
These types of error corrections are not the same as the cost adjustments that we are talking about here.  
Cost adjustments are usually approximate or actual state costs and benefits in addition to contract costs that the state may realize should the proposal be accepted. Many of these adjustments were mentioned in previous training modules.
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	Typical future state costs the Evaluation Team might consider as added cost adjustments include:
· Price escalation or reduction
To reflect the potential costs for proposed price escalation, the Evaluation Team would apply any proposed escalation percentage to the initial proposed rates as a cost adjustment.

· Termination charges
This cost adjustment is normally a weighted average of the possible termination charges at various points in contract time – usually at the end of each contract year.

· Additional equipment/services
If there is a provision for the bidder to provide additional equipment and/or services during the contract term at set prices, the option should be evaluated to keep prices competitive. To evaluate it, the Evaluation Team might estimate the projected additional equipment, services needed, and quantities and include their costs as an adjustment.  If the prices vary over the contract term, the team might split the projected equipment and services by contract year and include all the costs as an adjustment.

NEXT SLIDE
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?
	· Purchase option credits in lease contracts
These credits offered in the bidder’s proposed lease contract are usually a portion or a percentage of the paid monthly lease payments. We consider this benefit usually by including the purchase option prices less accrued credits at the end of the contract term as an added cost adjustment.

· Operational costs
If the RFP Team wants to evaluate the life cycle costs of the proposed solution, then it might include operational costs like energy consumption, supplies used, site preparations or special modifications needed, space rental, insurance, security, and disposal over the useful life as a cost adjustment. Since the Office of Technology Services charges agencies for housing your systems, that cost might be included here.
QUESTION: Can anyone think of other types of cost adjustments that we might want to consider as part of the cost evaluation? (note any responses for possible inclusion in future classes)
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	Typical benefits the Evaluation Team might consider are:
· Trade-ins
Sometimes the system you are replacing with the contract still has value. It may still be in demand and have market value. In that instance, you might include it as a trade-in benefit in the RFP. The bidder has the option to make an offer to take it for a stated price. The trade-in amount would be considered as a reducing cost adjustment when evaluating costs. If other state agencies want to buy the existing system for more than what the bidder offered, you would give them first right of refusal for acquiring the trade-in equipment and still consider the trade-in price for the proposal cost.

· Green initiatives
Green initiatives are new and popular. See Day 2 Handout 6 (in Handouts section) for a brief description of Green Computing. If the RFP Team wants to consider green initiatives like reduced energy costs, increased cooling efficiency, reduced emissions, and space reduction, it would need to do a lot of prep work to research relevant data and develop the evaluation formulas for any cost adjustments. These adjustments may reduce evaluated costs or increase them depending upon how they are formulated.

NEXT SLIDE
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	There are certain costs that the state does not evaluate because they are:
1) unpredictable;
2) phantom costs or savings;
3) bidder costs; 
4) excluded by bidding rules; or
5) of no value in evaluating costs. 

NEXT SLIDE
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?


	Here are some items that come to mind (with numbers corresponding with items listed on previous slide). 

QUESTION: Which numeric categories listed on previous slide do you think they fall into? 

Click after they guess the first item. The answer will appear on the slide. Do the same with each item on the slide (listed below) until you after “Late payment penalties”. Then click  once more to show the rest of the answers. 

Note: Students have the answers printed as part of Power point set.
Item

Category

Cash discounts for prompt payment...............

4

Inflation/deflation............................................

1, 5

Depreciation, amortization and depletion.......

2

Currency translation.......................................

1, 4

Personal property taxes..................................

5

Late payment penalties..................................

1

Bidder costs (e.g. bond premiums, credit costs, and proposal preparation)....................

3

Future price reductions...................................

1

Interest on withheld funds when progress payments are made........................................

1, 2

Present value analysis....................................

5

NEXT SLIDE
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	Now that we have determined evaluated costs using cost models, let’s focus on costs in general. To maintain procurement integrity, we need to verify that the price for the proposed solution is fair and reasonable (not to be confused with “fair and reasonable” transactions). This is a very fundamental tenet of governmental purchasing – is the price offered a fair price? Is it competitive? (rhetorical questions)
We may have researched the market in the planning stages many months or even years ago and determined an estimate of the proposed solution costs for a Feasibility Study Report. Now many months (or years) later, we have evaluated a proposal and need to determine that the total price proposed is fair and reasonable today. To do that, we perform a price analysis. A price analysis is a comparison of the proposed price with those offered by competitors for a comparable solution. SCM V3 Chapter 4.C2.0 mentions 5 techniques to determine fair and reasonable pricing including comparing pricing to: 
1) Those in other proposals (if any) or other recent (last 12-18 months) offers;

2) Prices in catalogs or markets;
3) Prices set by law or regulation;
4) Within 15% of historical (last 12-18 months) pricing; and
5) Pricing based on an experienced buyer’s knowledge of the market where the cost of determining market pricing outweighs the benefits to do so.
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	If we still cannot validate the proposal pricing as fair and reasonable after doing a price analysis, then we might do a cost analysis. In a cost analysis, the separate elements that make up the contractor’s total cost proposal or price are reviewed to determine if they are allowable, directly related to a requirement, and ultimately, reasonable. Federal government buyers often use this technique to affirm the prices they are paying are fair and reasonable. Price and cost analysis training are not offered in this module but many private training companies do provide it.  

Once we have determined that the price (total proposed costs) is fair and reasonable, we can then address ways of expressing cost value. Consistent with state policy, most Evaluation Teams consider costs just as important as, if not more important than non-cost factors in evaluating proposals.  That is, costs are to be considered as at least 50% of the total value of the proposal. In value-effective procurements where value is determined using points, at least half of the total points should be assigned for cost value, and the RFP must state the actual formulas and percentages used. If value is determined by value ratios, then the cost ratio would be weighted at least 50%. 
You must have approval in writing from the DGS/PD/

Technology Acquisitions Branch before using a cost factor that is less than 50%. 
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?
	Since cost models are inherently number crunchers, spreadsheet software like MS Excel are the most useful tools to create cost models for determining cost value. However, RFPs are usually created in a word processing document. So what do you use normally to create cost models (sheets)?

(note class feedback for future use)

Each Evaluation Team may be interested in different cost categories depending on their interest in breaking out costs and their ways of budgeting and accounting for contract funds.  There are very few good cost models readily available for sharing right now. If you have to start from scratch to build a cost model, you can use Day 2 Handout 5-1 as a starting template for your RFP cost sheets. It is available on the class website in an Excel document labeled Day 2 Handout 5-1 Cost Model Template.  Another example you might consider is the one used in RFP DMV MCD05-0001. See Day 2 Handout 5-2 for excerpts.

If anyone knows of any good cost models for sharing with other students, please let me know.  We would love to build a library of them for future use by Evaluation Teams, especially those with innovative cost adjustments, and post them on the class website for our students to consider for their future RFPs.
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?
	Some useful tips are:

· Use electronic spreadsheet files on CD to collect cost data from bidders. Numbers are then easier to copy and paste for evaluation worksheets and reports.
· Build summary cost sheets with cost categories and have your team test formulas for accuracy. Summary costs are very useful for reports and testing ensures accuracy.
· Don’t allow price escalations based on published indices like CPI. They are difficult to accurately reflect market cost increases for a proposed IT solution and difficult to administer without details on how and when any escalation would be made. Published indices may also cease to be available in the future. 
· To ensure a sound approach, question any cost adjustment as a realistic state cost or benefit before using. If you understand the basis and appropriateness of the adjustment, you can defend it better during the RFP process as needed.

(click)

Can anyone think of any others? 

The following were mentioned in other classes:

· KIS
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	OK, so now its time to share your experiences with cost models you have used in the past. If anyone brought an example to class, here’s your opportunity to share! So, let’s begin with a few questions. When you respond, please summarize your procurement and share how separating these costs worked out for you.

· Who has experience with separating one-time and continuing costs by:

(As you ask the question, put your own hand in the air, essentially asking for a raise of hands in response. Then ask individuals that responded affirmatively to share their experiences.)

· taxable vs. non-taxable? (click)

· direct vs. indirect? (click)

· public works vs. non-public works? (click)
· software perpetual vs. annual licenses? (click)
· hardware vs. software maintenance? (click)
· prime vs. subcontractor? (click)

· hourly rate vs. flat rate? 
· progress vs. deliverable payments? 
· phase vs. function vs. deliverables?

(discussion continues on next slide)
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	· What cost breakouts do you use to administer the contract? (click)
· Has anyone ever used life cycle cost model? (click)
· Has anyone used “green” cost adjustments? (click)
· Has anyone ever had to adjust costs for proposed but unmet desirable requirements?

Summary Comment: Hopefully, today you have learned something more about cost models and how to use them.  The concepts we discussed today should give you a framework and confidence in creating cost models for future RFPs.
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	We have now completed the last topic for this module and just have a few last things to do to close this module.  
We will:
· Review today’s objectives

· Take any remaining questions you may have
· And lastly, do a final wrap up
NEXT SLIDE
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	As you may recall, our objectives for today were to learn how to 

· Evaluate responses more efficiently & effectively
We gave you some tips for evaluating proposals more efficiently and effectively as well as some templates you can use for your evaluation worksheets.

· Score proposals for value
We shared with you the RFP Value Planner and explored how to use it for determining requirement value.

· Determine appropriate proposal costs 

We talked about cost models, cost adjustments, and excluded costs.  Again, you now have templates and tips for building a cost model.
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?

?

?
	QUESTION: Now, do we have any lingering questions in anyone’s mind regarding today’s training material?  (field all questions) 

QUESTION: Did we clear all of the Parking Board questions?

QUESTION: Any other questions? (field all questions)
If you should have any questions later about the class material or concepts, please feel free to email us. The addresses are on the white board in front. 
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	As a final act for this module, please take a few minutes and complete the Class Evaluation Form. Please leave them at the front of the room when you are done.

Thank you all for attending today and see you in Module 5, Selection & Award.

(End of class)
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