SAM—INFORMATION TECHNOLOGY

Competitive Procurement


POLICY 
5205

(Revised 9/93)

Statutes require the competitive acquisition of EDP goods and services except when the Director, Department of General Services, determines that (1) the goods and services proposed for acquisition are the only goods and services which can meet the State's need, or (2) the goods and services are needed on an emergency basis, where immediate acquisition is necessary for the protection of the public health, welfare, or safety.  The State's procurement policies and procedures have been formulated accordingly.

It is recognized that it is not practical or cost effective to solicit quotations from the entire universe of potential bidders in every instance.  Accordingly, the Department of General Services has established a threshold of  $250,000 annual value or $500,000 total value above which all requirements for EDP goods and services will normally be formally advertised (mailing bids or proposals to all vendors on an appropriate vendor list plus supplying those documents to any others who so request).  For requirements below that threshold, informal quotations will be requested and at least a sufficient number of vendors will be contacted to achieve reasonable competition.  The file will be documented to show the names of individuals and firms contacted, dates of contact, and quotations received.

Contracts with an Annual Value Greater than $250,000 or a Total Value Greater than $500,000 

Requirements estimated to result in contracts with an annual value greater than $250,000 or a total value greater than $500,000 (unless the Department of General Services determines otherwise) will be formally advertised.  Copies of the solicitation document will be mailed to all suppliers listed on the Department of General Services' bidders list for the appropriate items or services.  If a "Request for Interest" is mailed to all bidders before the solicitation document itself is to be issued, mailing of the document may be limited to those who respond as interested in quoting.

Contracts with an Annual Value of $250,000 or less (not to exceed a total value of $500,000) 

Requirements estimated to result in contracts with an annual value of $250,000 or less and a total value of $500,000 or less will be the result of informal requests for quotations.  These informal requests may be in the form of written Requests for Quotations (RFQ) or phone quotations.  If the value of the solicitation is less that $10,000, quotations will be solicited from a minimum of three suppliers.  If the value is $10,000 or more, quotations will be solicited from a minimum of seven suppliers.

CONTRACTS SECTION REFERENCES 
5205.1

(Revised 3/88)

Contracts for electronic goods and services are subject to SAM Sections 1200 and 4800 in addition to the provisions contained herein.  Frequently referenced contract sections follow.

Amendments
1216

Approval of Contract
1215

Authorized Signatures
1212.4

Award of Contract
1213

California State Contracts Register
1212.6

Commencement of Work
1204, 1213, 1215

Confidentiality Statement
5281

Evaluation of Contractors
1218, 1247

Exemptions

Authority
1203

Delegation
1204, 5210.1

Exemptions from Program and Budgetary Review

by Department of Finance
1209

(Continued)
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CONTRACTS SECTION REFERENCES
5205.1

(Revised 3/88)

Contracts Not Exempt From Department of Finance
1208

Exemptions From Approval by the Department of

General Services
1206, 5210.1

Contracts Not Exempt From the Department of

General Services
1207

Previously Approved Effort
4819.38

Forms to be Used
1212.1

Lease Purchase Analysis
1253, 3700

Model Contracts

Lease
5252

Purchase
5261

Maintenance
5255.1

Personal Services
5271

National Labor Relations Board

Certification
1212.7

Nondiscrimination Clause
1204.5

Number of Copies
1212.5

Policy
1204

Agency Certification
4819.39, 5200.7

Sole Source Justification
5209, 5210.1, 1204

Statement of Compliance
1212.9

CONTRACT PROCESSING CHECKLIST 
5205.2

(Revised 3/88)

Following is a checklist of common contact requirements which, if omitted, delay or prevent contract execution.

	ACTION
	CHECK


	California Contract Register Published
	



	Lease Purchase Analysis Included
	



	Sole Source Justification Approved for Sole Source or Limited Procurement
	



	Nondiscrimination Clause Included
	



	Contractor Evaluation Clause Included
	



	National Labor Relations Board Certification
	



	If Federally Funded, 30-day Cancellation Clause
	



	Confidentiality Statement Included
	



	Copies of Contract (minimum 4)
	



	Authorized Signatures
	



	Agency Certification
	



	Contract Transmittal, Std. Form 15 Included
	



	Department of Finance Review and Approval of Nonexempt Contract
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	General Services Review and Approval
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HARDWARE ACQUISITION METHODS—LEASE AND PURCHASE 
5206

(Revised 7/21/81)

EDP equipment may be acquired by agencies either by rental or purchase.  The decision to rent or buy should be the result of a careful analysis of all factors involved, especially the total cost to the State for the expected period of use.

Purchase costs are usually lower than lease costs if equipment is used for an appreciable portion of its useful life.  One major disadvantage of consummating a purchase is that the buyer may be "locked in" to the acquisition if a major breakthrough in the technology becomes available.  Leasing provides a measure of flexibility.  This method is frequently used when the agency acquiring the equipment is unable to forecast its future need either due to lack of planning data or to unresolved decisions outside of its control.

Agencies may lack budgeted funds sufficient for outright cash purchases of equipment and cite this as a reason to lease.  Such funding limitations need not preclude the purchase of equipment on conditional sales or installment payment contracts.  There are unique tax advantages available to vendors and lending institutes selling to governments which allow them to quote special low interest rates on conditional sales contracts.  The combined total of both lower equipment costs and lower interest charges on conditional sales contracts often show purchase to be less expensive than leasing over time periods of three to five years or more.

COST ANALYSIS—LEASE VS. PURCHASE 
5207

(Revised 3/88)

Prior to initiating the acquisition, agencies are expected to perform a cost analysis of leasing versus purchasing.  Agencies should follow the directions contained in SAM Section 3700 et seq., in making cost analyses.

Cost analyses are to be predicated on the "contract or program life" of the items being required.  "Contract or program life" is the anticipated life cycle of the requirement for which they are to be used, less any reasonable estimated length of time when a substitute capability will become available at a lesser cost.  "Contract or program life" is not to be confused with "usable" or machine life.  Modern electronic equipment can be expected to operate within design specifications for up to ten years when adequately maintained.  This period is their "usable" or machine life.

When the lease/purchase analysis indicates leasing is the least costly acquisition method, agencies are to enter into such a contract in accordance with the procedures set forth herein.  The terms of such contract should be equal to the predicted "contract or program life."

When such analyses indicate purchase is the least costly method, agencies are to enter into such a contract in accordance with the procedures set forth herein and SAM Section 3500 et seq., except:

SYMBOL 183 \f "Symbol"
when insufficient funding is available for either outright or deferred purchase; or

SYMBOL 183 \f "Symbol"
when a short period of operational experience is desirable to provide validity of a system or equipment design with which there is no previous reliable experience.

POLICIES FOR EDP MASTER AGREEMENTS 
5207.5

(Revised 3/88)

There are instances when many State agencies require equipment to perform essentially the same functions.  Individual procurements would require duplicative effort and extend lead times.

A Master Agreement (MA) is designed to simplify equipment acquisition in lieu of individual procurements.  Each MA is a contract to supply equipment which meets specific functional requirements.  Each MA is the result of a competitive bid.

(Continued)
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POLICIES FOR EDP MASTER AGREEMENTS
5207.5

(Revised 3/88)

Functional requirements are the action or activity for which the equipment is specially suited:  remote job entry, data entry or inquiry/response.  Specifications are detailed technical descriptions of the physical and operating characteristics of the equipment:  video terminal to display minimum of 25 vertical lines; printer with variable line spacing; or terminal requiring no external air conditioning or humidity control.

Criteria for Use of Master Agreements
SYMBOL 183 \f "Symbol"
State agencies must obtain equipment from an existing MA if the functions to be performed can be satisfied by the functional requirements and specifications under which the MA was awarded.

SYMBOL 183 \f "Symbol"
State agencies may not acquire equipment from a MA for functional requirements other than those for which the MA was awarded.

SYMBOL 183 \f "Symbol"
State agencies may use equipment acquired from the MA for auxiliary functions only if such functions are incidental to the principal function for which the equipment was justified and is being used.

SYMBOL 183 \f "Symbol"
State agencies must initiate individual competitive procurements to acquire equipment under the following situations:

(a)
the functional requirements are different from those for which the MA contract was awarded; or

(b)
the functional requirements are consistent with the MA but the specifications cannot be met by the MA.

PURCHASE OPTION CREDITS 
5208

(Revised 3/88)

Many lease contracts allow the accrual of monetary credits which the contractor agrees may be applied toward the eventual outright purchase of the equipment being leased if the user so elects.  If the probability of exercising a purchase option is remote, the inclusion of purchase option credits in a bid evaluation process will distort the evaluation to a point where it is likely that the bid with the lowest cost will not be selected, and the State will incur higher costs than it would if the winning bid was selected on the basis of the rent alone.  Purchase option credits should be cost evaluated in a lease contract only if there is reasonable probability that a purchase option in a lease contract may be executed.  Otherwise, purchase option credits are to be excluded from the cost evaluation.

SOLE SOURCE (NON-COMPETITIVE) AND LIMITED COMPETITIVE PROCUREMENTS 
5209

(Revised 9/89)

Public Contract Code Section 12102 (a) states, "Acquisition of electronic data processing and telecommunications goods and services shall be conducted through competitive means, except when the Director of General Services determines that (1) the goods and services proposed for acquisition are the only goods and services which can meet the state's need or (2) the goods and services are needed in cases of emergency where immediate acquisition is necessary for the protection of the public health, welfare, or safety."

The State is committed to a policy of competitive acquisitions.  However, there are instances when it is not possible or economically feasible to satisfy requirements on a competitive basis.  All non-competitive or limited competitive (limited to a single make or model) procurements for EDP activities must have the prior approval of the Department of General Services.

To ensure compliance with the legislative intent of PCC Section 12102(a), sole source procurements will only be authorized when the agency can adequately document the existence of one of the two circumstances cited above.  Some examples of documented situations which may meet the sole source criteria are:

SYMBOL 183 \f "Symbol"
A survey of the marketplace shows there is only a single vendor that can provide the service or article.  (Note:  Document the companies contacted, the dates of contact, and the price quotation of the single vendor able to provide the service or article.)

SYMBOL 183 \f "Symbol"
Only a single make or model of hardware or software is capable of interfacing and operating within the agency's existing information technology environment.

SYMBOL 183 \f "Symbol"
The purchase of added units that must match and intermember an existing system.

SYMBOL 183 \f "Symbol"
The purchase of currently leased equipment, providing the original contract contained a purchase option.

SYMBOL 183 \f "Symbol"
The purchase or lease of proprietary software available only from a single source.  Limited competition is appropriate if there are multiple distributors.

SYMBOL 183 \f "Symbol"
Maintenance service contracts meeting the sole source criteria specified in SAM Section 5220.1.

The requirement to advertise in the California State Contracts Register (CSCR) is applicable to sole source service contracts.  When sole source  service contracts are transmitted to the Department of General Services for approval, they must be accompanied by proof of publication in the CSCR, or an approved copy of Standard Form 821, or a statement by the agency indicating the basis for exemption.  SAM Section 1212.6 describes the necessary criteria for exempting contracts from advertising.

EXTENSIONS OF RENEWALS OF EDP ACTIVITY CONTRACT 
5210

(Revised 10/84)

If a "contract or program life" is accurately estimated at the time of the initial acquisition, there will normally be no need for extending the agreement.  To enable an orderly termination of contracts, which may include vendor notifications as well as internal management adjustments, or to provide lead time for renewing or rebidding the contract, the following procedures apply:

SYMBOL 183 \f "Symbol"
Each EDP equipment and/or equipment maintenance; personal services; and EDP processing and support services contract is to have a scheduled review, which should be concluded no later than six months prior to the scheduled expiration date, to determine whether the contract can be permitted to expire and, if appropriate, the equipment returned to the vendor.  (This is general guidance.  The amount of lead time may be as much as 12 months or more depending upon the scope of the contract.  A rule of thumb that may be used is the amount of time required to plan and conduct the original procurements.)
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EXTENSIONS OF RENEWALS OF EDP ACTIVITY CONTRACT
5210

(Revised 10/84)

SYMBOL 183 \f "Symbol"
If it is determined that there is a continuing need for the goods or services provided under the contract, the department should document those reasons and re-estimate a "contract or program life."  The department should conduct a lease/purchase analysis for the new period if hardware is involved.

SYMBOL 183 \f "Symbol"
If the lease/purchase analysis or other considerations indicate that a purchase is more desirable than a lease, action should be initiated to effect the purchase.

SYMBOL 183 \f "Symbol"
When a lease/purchase analysis indicates that leasing is more appropriate, contracts may not be extended with the same vendor unless it can be demonstrated that the incumbent vendor's prices are competitive or there is no alternative source.  To determine if prices remain competitive, the market is to be tested by obtaining quotes from a reasonable number of vendors, and from the incumbent vendor.  The vendor quotations should be in writing and placed with the contract file.  If there is no alternate item or source, a statement supporting this fact is required in the contract file.

SYMBOL 183 \f "Symbol"
If it appears that extension of the lease with the incumbent vendor is the most appropriate course of action, approval of such an extension should be requested from the Office of Procurement, Department of General Services.  The analysis supporting such extension and all supporting documents must accompany such requests.  If however, a lease is appropriate but continuation with the incumbent vendor is not, the agency must immediately contact the Office of Procurement, Department of General Services, to initiate a new competitive procurement.

DELEGATION OF PROCUREMENT AUTHORITY 
5210.1

(Revised 9/93)

Public Contract Code Section 12102(d) permits the Department of General Services to delegate authority for the procurement of EDP goods and services to each State agency which has demonstrated to the Department's satisfaction the ability to conduct cost-effective electronic data processing goods and services acquisitions.  To receive delegation, a department must meet the following criteria:

1.
Exhibit a demonstrated ability to successfully manage and control the electronic data processing procurement process and show a clear understanding of the State's procurement statutes and policies.

2.
Submit a written request for delegation to the Department of General Services requesting a delegation and also identify:

a.
Safeguards to be installed to ensure that guidelines are followed.

b.
The individual(s) responsible for monitoring and conducting the procurement process.

Delegations are available at different levels.

Blanket Delegation for Transactions with an Annual Value of up to $250,000, not to exceed a total value of $500,000

Under such delegation, the requesting agency conducts the entire procurement process including final contract approval for the following transactions:

1.
All competitive acquisitions of EDP goods and services for transactions with an annual value up to $250,000, not to exceed a total value of $500,000.

2.
Non-competitive proprietary software transactions with an annual value up to $250,000, not to exceed a total value of $500,000.  (Restricted to prepackaged, "canned," software license and maintenance.)

All such transactions are subject to post audit by the Department of General Services.  A post audit will usually be conducted following delegation approval.  Delegation will be extended upon satisfactory audit results.  All material related to delegated procurements including informal workpapers should be available for review upon request from the Department of General Services.

Individual Delegation for Transactions with an Annual Value Greater than $250,000 or a total value greater than $500,000

Agencies must make individual requests for delegations for each transaction of this magnitude prior to initiating any part of the procurement process.  In addition to published procedures, all transactions are subject to final review and approval by the Department of General Services prior to notification of intent to award.  Transactions may be subject to additional guidelines which will be noted at the time delegation is approved.

Upon completion of Final Bid evaluation, the following are to be submitted for review and approval (allow 10 days for DGS review):

Procurement Document (IFB, RFP, RFQ)

All proposals or bids received

Addenda





Contract of selected bidder

Bidders' List





Evaluation and Selection Report

Limited Competition Delegation

Agencies must make individual requests for delegation of limited competition transactions (limited to a single make and model).  Justification for limited-competition should be submitted with the request and must be approved by the Department of General Services prior to initiating the procurement process.
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DELEGATION OF PROCUREMENT AUTHORITY
5210.1

(Revised 9/93)

Data Center Interagency Agreement Delegation
This delegation, without dollar limit, is available to Data Centers by request, for routine EDP interagency agreements and amendments thereto.  Delegation is limited to interagency agreements for computer processing and related EDP services which Data Centers are required to provide to "customer" agencies.  Under such delegation, Data Centers will assume responsibility for assuring that State statutes, policies and procedures for EDP interagency agreements are followed.

Other Applicable Approvals are Still Required on Delegated Acquisitions
The delegation of acquisition authority by the Office of Procurement, Department of General Services, does not exempt departments from obtaining all required approvals including those set forth in SAM Sections 1208 and 1209.

Approval of Sole Source or Limited Competitive Acquisitions Cannot Be Delegated
The Department of General Services has approval responsibility for sole source and limited competitive acquisitions.

THE DISPOSITION OF PROTESTS OF CONTRACT AWARD CANNOT BE DELEGATED 
5210.2

(Revised 9/93)

Public Contract Code Section 12102(f) establishes the appeal process available to vendors who believe that the State should have selected their firm rather than another under the competitive rules of the transaction.  All formally advertised competitive procurement protests are heard and resolved by the Board of Control.  Protests involving informal quotations or protests of the procurement document or process prior to selection announcement will be heard and resolved by the Department of General Services.

COMPETITIVE PROCUREMENT TECHNIQUES FOR EDP PRODUCTS AND SERVICES 
5211

(Revised 9/93)

There is no single competitive procurement procedure universally best suited for all categories of acquisition.  Each procurement consists of differing elements which lend themselves more appropriately to one technique than to another.  The State employs various competitive procurement techniques to acquire electronic data processing goods and services.  They are:

1.
Invitation for Bids (IFB)

2.
Requests for Proposals (RFP)

3.
Requests for Quotations (RFQ)

The statutory responsibility for the selection or approval of the technique or mode of procurement to be used rests with the Department of General Services.  The procurement of EDP goods and services is not as straightforward as the procurement of other supplies, services, and equipment.  The procurement process must frequently be tailored to satisfy the specific needs of the State.  In some instances, the State may know precisely what is wanted; in other situations, it may be desirable to discuss alternate solutions with various vendors.  The solicitation document must, therefore, establish a procedure commensurate with the unique needs of the specific situation.  Guidance relating to the use of differing competitive techniques follows.

Within the statutory authority to establish procurement procedures, the Department of General Services will, from time to time, pilot test alternative competitive acquisition techniques (refer to SAM 5215) which are different in nature from those described in detail herein.

DEPARTMENT OF FINANCE REVIEW OF PROCUREMENT DOCUMENTS 
5211.1

(Revised 9/04)

The Department of Finance (Finance) may decide to review specifications in procurement documents before they are advertised to ensure that the specifications are consistent with the functional specifications and system design in the Feasibility Study Reports or Special Project Reports for the projects.  Finance’s decision to review the procurement documents will be based on whether Finance believes the projects require special oversight during the procurement process.  Procurement documents that Finance determines are subject to its oversight under this section may not be released until Finance has approved their release.  Finance will inform agencies of its intention to review the procurement documents for a project in its approval letters for Feasibility Study Reports and Special Project Reports.

This page intentionally left blank.
INVITATION FOR BIDS (IFB) 
5212

(Revised 7/81)

General

In this technique, the solicitation document is highly structured and details the specification in functional and/or technical terms.  The objective of the Invitation for Bids procedure, in addition to obtaining goods and services at the lowest practical cost to the State, is to do so by minimizing the possibility of graft, fraud, collusion, etc.

The Invitation for Bids (IFB) specifies the State's minimum acceptable, functional, technical and contractual requirements, and the evaluation criteria governing the award of a contract.  Potential suppliers are provided copies of the Invitation for Bids and requested to submit bids compliant to all Invitation for Bids requirements by a specified date.  Any bid submitted not in conformity to the specific bid requirements must be judged nonresponsive, and as such, cannot be considered for award.  Also, a bid may not be modified or altered in any manner subsequent to bid opening.  Award of a contract can be made only to the lowest responsible bidder compliant with the specifications.  The model form to be used for an Invitation for Bids is shown in 5221 ILLUSTRATIONS.

The basic principles of competitive bidding include the following:

1.
An Invitation for Bids must provide a basis for full and fair competitive bidding among bidders on a common standard, free of restrictions tending to stifle competition.  An Invitation for Bids must be written to provide an environment where all competitors are bidding on the same end objectives.

2.
To have a valid bid, the bid must respond and conform to the invitation, including all documents which are incorporated therein.  A bid which does not literally comply may be rejected.

3.
A bid cannot be accepted which deviates materially from the requirements specified in the solicitation document.  A material deviation is one that is not in substantial accord with one or more solicitation document requirements, provides an advantage to one bidder over other bidders, or has a potentially significant effect on the delivery, quantity, quality, among paid to the vendor, or on the cost to the State.

4.
State agencies have the expressed right to reject any and all bids in the best interest of the State.  A bid cannot, however, be selectively rejected without cause.

5.
A bid cannot be changed after the time designated for receipt.

6.
A competitive bid, after the time designated for receipt, is in the nature of an irrevocable offer and a contract right of which the public agency cannot be deprived without its consent, unless the requirements for recision are present.  The offer must, however, be accepted within the time specified in the solicitation document.

7.
A bid, after the time designated for receipt, cannot be accepted "in part" unless the solicitation document specifically permits such an award.  No negotiation as to the scope of the work, amount to be paid, or contractual terms is permitted after the time designated for receipt.

8.
A contract entered into through the competitive bidding process cannot later be amended, unless the Invitation for Bids includes a provision, to be incorporated in the contract awarded, providing for such amendment.

An Invitation for Bids for EDP activities must include, at a minimum, a clear statement of the requirements which must be satisfied, the rules governing competition, the form of the bid, the philosophy and method involved in the evaluation of each bid, and a clear statement of contractual requirements, including the form of the contract itself.

REQUEST FOR PROPOSAL (RFP) 
5213

(Revised 3/88)

This technique differs from the competitive bidding or Invitation for Bids procedure primarily in two respects:

1.
It is permissible for the Requirements (or specifications) portion of the solicitation document to be stated in a more general nature describing the problem to be solved or the goal to be achieved.  Vendors may be allowed to propose their own individual problem solution free of any precise State imposed mix of hardware, software, etc.

2.
Selection of the vendor may be on factors other than or in addition to cost alone.  All such factors, however, must be included in the Evaluation section of the Request for Proposal document.

Some of the factors which may be considered to make an award to other than the lowest vendor proposal include but are not limited to:

1.
Experience in performing the specific services required.

2.
Specialized knowledge relating to critical requirements for the project.

3.
A proven history of effectiveness in projects of similar complexity.

4.
An effective economy of operation based on factors outside of the particular project, such as existing personnel on site.

The model format to be used for a Request for Proposal (RFP) is similar to that for an Invitation for Bids as shown in 5221 ILLUSTRATIONS.  The changes that need to be made to 5221 ILLUSTRATIONS to prepare a Request for Proposal are as follows:

1.
Use "Request for Proposals" and "RFP" in place of "Invitation for Bids" and "IFB."

2.
Use "vendor" in place of "bidder."

3.
Use "proposal" in place of "bid."

4.
Include compliance phase in procurement process.

REQUEST FOR QUOTATIONS (RFQ) 
5214

(Revised 7/81)

Some EDP procurements are so straightforward and clearly defined that they do not warrant the personnel-hours investment required of State agencies in the preparation and execution of either the Invitation for Bids or the Request for Proposals documents.

An example would be formally advertised solicitations where offers are limited to one or two specific makes and models of equipment.  In formally advertised Request for Quotations the model form for Invitation for Bids is used with the following changes:

1.
Use "Request for Quotations" and "RFQ" in place of "Invitation for Bids" and "IFB."

2.
Use "vendor" in place of "bidder."

3.
Use "quotation" in place of "bid."

(Continued)
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REQUEST FOR QUOTATIONS (RFQ)
5214 (Cont. 1)

(Revised 7/81)

When used in other than formally advertised procurements, the solicitation document may be simpler and tailored for the particular transaction.  It is permissible to finalize the exact contractual terms and conditions after receipt of quotations if the document contains such language as, "The vendor must agree to enter into a contract substantially in accord with Attachment _______________" or "Contract Award:  Award of contract will be made on the basis of the lowest net cost to the State, subject to acceptance, in substantial accordance, with the attached standard agreement and terms and conditions."

ALTERNATIVE PROCUREMENTS 
5215  

(Revised 12/03)                                                                                                                                                                                       

While the preceding techniques are appropriate for most acquisitions, some business problems offer unique challenges where the use of different procurement techniques, within a competitive framework, may better meet the State's needs than the procurement techniques outlined in SAM Section 5211.  Agencies who believe they have such a business problem are required to submit a request to conduct an alternative procurement within their Information Technology Procurement Plan (ITPP).  See SAM 4819.31.  The request, in addition to all other ITPP requirements, should identify the problem to be solved, the reasons why an alternative procurement technique may be appropriate, and the proposed acquisition methodology.  The request must specify how competition, fairness, and compliance with other statutory requirements will be achieved.  The process and/or method of the acquisition will be defined in the solicitation document.  The Department of General Services Procurement Division shall review the request for the use of an Alternative Procurement technique and shall either approve or deny the request.  Due to the complexity of Alternative Procurements, only the Department of General Services Procurement Division will have the authority to conduct such procurements. 

MULTI-STEP PROCUREMENT PROCEDURE 
5216

(Revised 7/88)

In developing solicitation documents, EDP technicians often write the requirement specifications at a very detailed level.  They do this because they feel compelled to close all loopholes in the solicitation document to preclude vendors from proposing solutions that do not meet the precise objectives of the procurement and to be sure that what they get will meet their needs.  To adequately prepare the detailed specifications, the following activities are typical, although not universal:

1.
Complete a survey of the market to find out what possible solutions might exist and what goods and services make up those solutions.  This may take the form of a Request for Information or personal visits and conversations with vendors.

2.
Decide which solution is the most desirable to meet the objectives of the project.  This usually includes the listing of the advantages and disadvantages of each possibility, and for those that are determined to be feasible, the listing of estimated costs.  Vendor's costs are taken from unsolicited proposals, inquiries, published prices, and existing contracts.  Such costs usually do not reflect the prices that might be obtained in actual competition because they are either non-competitive or were competitive under different circumstances.

3.
Prepare a feasibility study report to obtain approval of the selected course of action.

4.
Prepare those portions of the solicitation document that contain the detailed specifications of the selected solution.  These specifications are then referred to as requirements.

The significant limitations of this technique are:

1.
Requirements which limit bids to specific hardware and software components may unnecessarily restrict some vendor's ability to respond and often results in only one or two vendors that can respond.

2.
Departments may preclude solutions that might be more cost-effective because they used non-competitive prices in the Feasibility Study Report and/or ignored other departmental costs which might have been reduced with a better alternative.  Therefore, the resultant solicitation document also ignores such alternatives.

3.
Vendors often submit bids or proposals that reflect misunderstanding of the requirements, or that contain deficiencies which could have been cleared through discussion with the department that issued the solicitation.

4.
There is no opportunity for a vendor to test a proposed solution against the state requirements before responses are due.  As a result, vendors sometimes respond with the proposed solutions that they feel are responsive to the intent (if not the letter) of the requirements, only to be ruled nonresponsive because they misinterpreted the intent.

A multi-step procurement procedure has been developed to minimize the preceding procurement problems.  The purpose of the multi-step procurement procedure is to provide a structured method for discussing alternative solutions to the requirements and to obtain responses that are not only technically responsive to the requirements of the solicitation document and contain approved contract language, but are free of administrative and clerical errors.  The phases and their possible steps are:

1.
Compliance Phase (no cost data permitted)

a.
Conceptual (or General) Proposal

b.
Detailed Technical Report

c.
Revised Detailed Proposal
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(Continued)

MULTI-STEP PROCUREMENT PROCEDURE
5216

(Revised 7/88)

SYMBOL 183 \f "Symbol" \s 10 \h
Bid Phase

-
Draft Bid (complete in every respect except for prices)

-
Final Bid (with all cost data)

The significant difference between this procedure and the traditional single-step solicitation is the provision that, after each proposal submitted in the Compliance Phase, the State may review and discuss with each vendor an early version of his/her response before it becomes unalterable and irrevocable.  In practice, the number of steps in the Compliance Phase may vary by eliminating one or more steps to fit the individual situation.  The Compliance Phase could be as simple as verifying that the vendors have adequately responded to the solicitation document requirements, or as complex as necessary to ensure that the vendors and the State have considered all practical possibilities before final bids are submitted and that the bids have an excellent chance of being responsive.  The Compliance Phase is appropriate when the State finds it desirable to review and discuss preliminary proposals (particularly when more than one solution may be acceptable) before they are fixed in the bid.  A Conceptual Proposal step in the Compliance Phase is appropriate particularly when new innovations are encouraged to meet the requirements.

In short, the specific procurement may be tailored to fit the needs of each procurement.  The Draft Bid is to be included for all EDP procurements over $100,000, unless the Department of General Services determines that a single step solicitation or other procurement procedure is appropriate.

BID RECEIPT 
5216.1

(Revised and Renumbered from 5212 7/21/81)

An essential ingredient in the competitive bidding process is a formalized method of receiving and accounting for each bid submitted in response to an Invitation for Bids (IFB).  Each bid must be received (not postmarked) at the place designated in the Invitation for Bids prior to the time bids are due.  Any bid received after this time must be rejected.  Each bid must be labeled and addressed in the manner specified in the Invitation for Bids.  Each bid must be sealed and will remain sealed until bid opening time.  Each bid received must be time-stamped, and held in a secure place protected from unauthorized access.

EVALUATION AND SELECTION TEAM PROCEDURES
 5216.2

(Revised and Renumbered from 5212 7/21/81)

For each procurement there must be a document containing the evaluation and selection procedures to be used by the Evaluation and Selection Team.  These procedures must be prepared before receipt of the first responses from the bidders.  The procedures must be written to ensure compliance with competitive bidding laws and written in sufficient detail to preclude any misunderstanding or misinterpretation.  An approved model of these procedures is available from the Department of General Services, Office of Procurement.

In the Evaluation and Selection Team Procedures contain any criteria which bidders must know to meaningfully compete (could make a difference in the way a bidder might bid), those criteria must also appear in the EVALUATION section of the solicitation document.  The conduct of the evaluation and selection must not deviate in any substantial respect from the Evaluation and Selection Team Procedures.

CONFIDENTIALITY 
5216.3

(Revised and Renumbered from 5212 7/21/81)

The bidder has the right to keep his/her own ideas hidden from other bidders during the period of time when the company may make changes to the solution (before the submittal of the Final Bid containing a firm price).  Once the first proposals (or Draft Bids, if that is the first submission) have been received from the bidders, all personnel 

must keep in strictest confidence the content of all proposals, discussions, correspondence, agenda, memoranda, working papers, and any other media which has any bearing on, or discloses any aspect of the subject of the bidder's proposal until the submittal of Final Bids.  Care must be taken to ensure that concepts from one bidder's proposal are not divulged to another bidder.

(Continued)

(Continued)

CONFIDENTIALITY
5216.3

(Revised and Renumbered from 5212 7/21/81)

All proposals and evaluation material must be kept locked when not in actual use.  Any violation of the rules of confidentiality by a State employee may subject the employee to disciplinary action, including dismissal from State employment, as provided by Government Code Section 19570, et seq.  Total confidentiality is paramount prior to receipt of the Final Bid.  Once the Final Bids have been submitted, each is made public as it is opened.

Questions and Answers

All questions from bidders must be asked in writing and answered in writing and made available to all bidders unless the State agrees that a particular question could reveal the asking bidder's solution.

Oral Answers are not Binding and Should be Avoided

Questions should be allowed at any time to clear up misunderstandings; however, deadlines should be imposed to fit with scheduled events.  Major questions should be received in enough time to permit the formulation and printing of the answers to be available at the bidder's conference and before the submission of proposals/bids.  If many questions are being asked, their answers may be distributed with addenda, if any.

DISCUSSIONS WITH THE BIDDERS 
5216.4

(Revised 10/84)

Two Evaluation Team members should be present in any informal discussion with a bidder.  The full Evaluation Team should be present in all formal discussion with a bidder.  If either the Conceptual Proposal or the Detailed Technical Proposal described below is required by the solicitation document, there should be a time scheduled for confidential discussions with each bidder.  The purpose of the formal discussion is to ensure a common and complete understanding of the bidder's proposed solution and where it does not meet the requirements specified in the solicitation document.

Prior to each formal discussion, the State prepares a written agenda (Discussion Agenda) describing defects or other items in the bidder's proposal that need to be discussed, and sends a copy to the bidder so that he/she may prepare to discuss the concerns of the State.  During this discussion period, agreements reached with the bidder to assure that particular actions will be taken to correct noted defects, and any other conclusions (including unresolved issues reached by the State regarding defects of a proposal) must be documented with a Discussion Memorandum, copies of which go only to that bidder with the State retaining a copy.  It is the intent that the bidder's subsequent proposals and bid documents conform to all such agreements made with the State, therefore the State must allow adequate time for the necessary additions and corrections.

CONTRACTUAL TERMS AND CONDITIONS 
5216.5

(Revised and Renumbered from 5212 7/21/81)

The competitive bidding process requires that contract terms and conditions be fixed prior to bid submission; it allows no subsequent alteration or negotiation.  The contract is, therefore, traditionally prescribed in the Invitation for Bids.  A bid which materially deviates from the form of such a prescribed contract is nonresponsive and must be rejected.

Each supplier employs a product pricing plan which best serves a chose marketing strategy and which may be dissimilar to any other vendor's pricing policy.  Because marketing strategy may be fundamental to corporate operation, there may be an inability to alter pricing to comply with fixed contractual requirements.  The contract should try to accommodate the pricing methods of all vendors, as long as such accommodation is not detrimental to the State's interests.

(Continued)

(Continued)

CONTRACTUAL TERMS AND CONDITIONS 
5216.5
(Revised and Renumbered from 5212 7/21/81)
The current model contracts have sufficient flexibility to satisfy the pricing policies of the various vendors, but specific terms and conditions which define the basis for charges and method of payment must be individually developed with each vendor prior to bid submittal time.  Moreover, in order that all potential bidders will be treated equally, all such modified contract language is to be made available to all bidders.  The finalization of a contract with each vendor is a time-consuming task, but it is necessary to ensure compliance with the competitive bidding requirements.  The submission, review, negotiation, and approval of the

(Continued)
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CONTRACTUAL TERMS AND CONDITIONS 
5216.5

(Revised and Renumbered from 5212 7/21/81)

bidder's proposed contractual language may be held concurrently with the submission and discussion of the proposal(s) of the Compliance Phase.  All approved contract language is public information with exception of those portions that may be unique to a vendor's bid.

CONCEPTUAL OR GENERAL PROPOSAL 
5216.6

(Revised and Renumbered from 5212 7/21/81)

If this step is taken, its purpose is to allow each bidder to provide a general concept of the proposal with just enough detail to enable the evaluators to determine if the bidder is on the right track towards meeting the functional requirements; and if not, where the bidder must change the proposed concept.  This phase is appropriate particularly when innovations other than preconceived alternatives are invited.  It should be noted that these innovations may not be necessarily new; they may be just not thought of, as often happens when certain assumptions are made about the requirements and unnecessary constraints are applied.

DETAILED TECHNICAL PROPOSAL 
5216.7

(Revised and Renumbered from 5212 7/21/81)

When this step is used, its purpose is to allow the bidder the opportunity to determine if the proposal is responsive to both the technical and administrative requirements of the solicitation document.  Any defects which, if contained in the final bid, could cause it to be rejected, are noted to the bidder via the Discussion Agenda.  These should then be discussed with the bidder, giving the bidder an opportunity to understand why the defects could make the proposal nonresponsive and for the bidder to offer alternatives that would be responsive.  When the State agrees that the offered changes would make the proposal responsive, such agreement is documented by memorandum.

If the procurement is sufficiently complex, it may be desirable to ask for a second detailed proposal before the Draft Bid in order to ensure that the bidder's proposal becomes fully responsive in the Final Bid.

DRAFT BID 
5216.8

(Revised and Renumbered from 5212 7/21/81)

The Draft Bid is complete in every respect just like the Final Bid except that no cost information is included.  It contains the complete proposal as the bidder intends it to be responsive to all technical and administrative requirements, and it includes a completed contract with agreed-upon language and completed riders, but without cost data.  Its sole purpose is to catch and correct those administrative and clerical errors that would otherwise cause the bid to be rejected.  The evaluators may use their discretion as to how much additional review is to be performed in this step, but the intent is to receive the Final Bid within two weeks of the Draft Bid.  This is not the time to ask bidders to change concepts or redo the bid to the extent that they would need an additional month or so to resubmit.  This should have been taken care of with a detailed proposal review as described in Section 5216.7.

FINAL BID 
5216.9

(Revised and Renumbered form 5212 7/21/81)

The Final Bid is like the bid of the traditional competitive procurement.  The bid must conform strictly with the specifications of the solicitation document in order to satisfy the rules of formal advertising.  The bid is then validated by the State that it does in fact meet all the requirements of the solicitation document.  The lowest total net cost responsive bid is then selected.

THE BASIS OF SELECTION AND AWARD 
5216.95

(Revised and Renumbered from 5212 7/21/81)

The basis for selection and award, if made, will be to the responsible bidder meeting specifications at the lowest net cost to the State.  The calculation of net cost, may include, but is not limited to, such items as communication lines, utilities, site preparation, program conversion, file conversion, training, continued operation of the system during its anticipated evaluation life span, and other such items that may differ among bidder solutions.  The team conducting the evaluation and selection process will determine the lowest bid in accordance with the evaluation procedures and selection criteria contained in the solicitation document, and submit its recommended award to the appropriate authority.
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