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	Our Fundamental Needs (considering overall buying strategy, future purchase, budget situation, strategic opportunities, etc.)

The primary objective is to extend Maintenance and Operations Services for the Systems Integration System (SIS) through the PCC 6611 (b) process to ensure no gap in service for the SIS system.  Department of California Government (DCG) has determined that extending the Generic Computer Company (GCC) contract is in the best interest of the State  as it:
· Ensures continued operation of the SIS system with no interruption of service to the 18,000 state workers.
· Ensures continued focus and competitive buying strategy on the replacement system procurement for SIS
· Will realize 15-20% base Maintenance and Operations contract savings in the current budget year and future budget years.  

In addition to the details identified in DCG’s prior requests, there is an opportunity to strategically leverage the relationship with GCC since negotiations are also underway for another large project.  GCC’s willingness to reduce costs on both contracts would be viewed favorably by the state government.  



	Favorable Factors

· Longstanding working relationship with vendor
· GCC is incentivized to extend services, this will ensure continuation of the contract for several years
· Early start to negotiations puts the state in the best negotiating position.

	Unfavorable Factors

· GCC knows the contract will expire in 2014, knows the state needs these services
· May propose reduction in scope of services
· GCC could prolong the negotiations for an extended period


	Anticipated Issues

· Terms of base and option years
· Base contract cost reductions
· Additional resource reporting requirements

	Possible Solutions / Approaches

· Negotiate a favorable position for the state, consider additional option years for reduced price
· Point out state has already reduced 14.5 million of SIS budget without reducing GCC’s contract, further reductions need to come from the contract.


	Current Agreements
· List prior agreements, minimum of two years.
· The spend pattern.
· Past purchase orders, including relevant dates and a summary of what was purchased
	Negotiation Team
· Who are the lead, support, and functional line of business support?


	Difficult Questions to Expect

· GCC claims resources funded are required to provide same level of service, reductions already achieved during amendment 20 and 23.
· Any further reductions will require a change in scope of services
· GCC may propose reduction in scope, transfer of responsibility or risk 

	Our Responses

· The state DCG’s office expects continued reductions in contracts
· The state’s fiscal situation has changed
· The profit margins for the contract need to be reduced
· State staff observe less staff on site, contention for resources
· DCG identifies areas where reductions should have been made due to current architecture and infrastructure support model that are not reflected in the current contract and resources


	Questions to Ask 

What would it take for GCC to reduce the base Contract costs 20%
State requests a staffing plan identifying all resources allocated to the project, their classification and rate


	Scope

· SIS and all supporting programs
	Out of Scope

· Outside of DAS 

	Other Parties Needs in this Negotiation

· GCA will need to see contract value reduction for extension consideration along with justification
· State wants 15% reduction to all contracts
· GCA wants budget reductions

	Other Party’s Relevant Costs

· ACF funding will decrease due to contract extension
· Contract reduction will benefit state budget situation and meet OCIO’s contract reduction requests and DOF budget reductions

	“Negotiables” We Give

· Revise the scope to align with operations as they currently exist (per current support model based on infrastructure and architecture changes in last three years); 
· Contract extension with option years
· May accept less detailed staffing plan if we can achieve reductions


	“Negotiables” We Get

Contract Budget Changes

· 20% Decrease of Base Contract Budget 
· Reduce System Change budget by $3,966,000 to reflect the budget reduction
· The State has replaced and now manages supporting infrastructure for the PO including wiring, switches, test & lab equipment.  The $1.3 million for H/W, S/W should be reduced by at least 50% and the contractor should detail (including annual cost documentation) what H/W or S/W they are presently still supporting under this contract. Approximately a $700,000 reduction.
· Change contract to include 2 interim releases a year
· Add language to include Training Region Support
· Decrease to reflect the server reduction
· Decrease to reflect the dedicated workstation reduction
· Identify potential areas that can be subcontracted
· Section 46 includes 1400 hours annually that have not been spent.  One-time reduction, not to be included in the 20% reduction, based on the years this section was included in the contract.

Contract Language Changes

· Add language that requires GCC to provide a staffing plan with periodic updates as changes occur
· Revise contract language regarding labor rates.  Currently we have to do an annual amendment to adjust the labor rates and we would like to have that rate fixed. Currently based on Bureau of Labor of Standards Rate.
· Add language that requires GCC to attach staff timesheets to each invoice
· Add language that requires GCC to have DCG review and approve resumes/candidates
· Add language that mandates on-site availability of design/application support and project management staff







