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1. Introduction

1.1 Purpose

The purpose of contract management is to ensure the contractor is adhering to the terms and conditions of the contract and providing the required services/products that meet the expectations of the project. Contract Management begins when a signed contract is received and the project negotiates a start date with the contractor.  Contract Management ends when the all contracted services/products have been delivered, accepted and paid for, and all associated contract paperwork and files have been archived. 

1.2 Scope

This Contract Management Plan identifies the activities to be performed or initiated by project staff to manage, track, amend, and close a contract. Contractor activities and activities performed by other state organizations are discussed at a high level only to facilitate an understanding of the complete process. Where applicable, this document references specific detailed processes that are separate from this plan.

This plan discusses managing contracts with prime and non-prime (usually consultant) products and services. It does not discuss contracts with suppliers (for example, contracts to procure office supplies or other consumables).

1.3 References

Sources referenced below should be used as references to manage the project contracts.
· Best Practices Website (BPWeb)  http://www.bestpractices.osi.ca.gov
· OSI Policy #OSI-AP-07-02, Form 700 – Statement of Economic Interests
· State Administrative Manual (SAM) - Section 3504 
· Purchasing Authority Manual (PAM) – Chapter 11 Contract Administration 

· Government Code 8546, 19130, and IT General Provisions
· State Contracting Manual, Vol. 3, IT Goods and Services

· IT California Multiple Award Schedules (CMAS) Agency Information Packet

· IT Master Service Agreement (MSA)

1.3.1 Project WorkSite Repository

List the document name and WorkSite reference number for any documents that can be references for this document. If the project is not using WorkSite, indicate the name of the document management tool the project is using and the corresponding document reference numbers. 
1.3.2 Contract Tracking Database 

The current list and status of project contracts are kept in a contract-tracking database located at < path and/or server >. The project uses < MTS II > for tracking contracts, deliverables, and financial penalties.  Refer to Appendix A.
1.4 Glossary and Acronyms

List only acronyms applicable to this document.  If the list becomes longer than                  one page, move the acronym list to the Appendix.
	BPWeb
	OSI Best Practices Website http://www.bestpractices.osi.ca.gov

	CHHS
	California Health and Human Services Agency 

	CM
	Contract Manager

	CMAS
	California Master Agreement Schedules

	Consultant
	A company or consultant who is providing services or products to support the project. 

	Contract 
	A standard agreement between two or more parties that is written and enforceable by law.  

	Contract Amendment
	A change to the contract terms, including changes in scope, period of performance, key personnel, cost and billing rates.  

	Contractor
	A company or consultant who has been awarded a contract to provide services or products. 

	COTS
	Commercial-Off-The-Shelf

	Deliverable
	Any tangible work (report, briefing, manual) produced by a project contractor, and required by the contractor’s contract/Statement of Work to be provided to the state.

	Deliverable Expectation Document (DED)
	A document that presents pertinent information (e.g., deliverable description, applicable industry standards SOW reference, acceptance criteria, and schedule) specifying the expectations of a deliverable.  The DED is reviewed and approved by a state manager to ensure agreed-upon expectations are clearly defined before the deliverable is actually developed. The DED is not attached to any payment.

	DGS
	Department of General Services

	DM
	Deliverable Monitor

	FA
	Fiscal Analyst

	FM
	Functional Manager

	IPOC
	Independent Project Oversight Consultant

	IT
	Information Technology

	IV&V
	Independent Verification and Validation

	MSA
	Master Services Agreement

	MTS II
	Management Tracking System II

	OSI
	Office of Systems Integration

	PAM
	Personnel Action Manual

	PCA
	Program Cost Account

	PD
	Project Director

	PM
	Project Manager

	PMO
	Project Management Office

	QM
	Quality Manager

	RFP
	Request for Proposals

	SAM
	State Administrative Manual

	SCO
	State Controller’s Office

	SM
	State Administrative Manager

	SOW
	Statement of Work

	TAP
	Task Accomplishment Plan


1.5 Document Maintenance

This document will be reviewed annually and updated as needed, as the project proceeds through each phase of the system development life cycle. If the document is written in an older format, the document should be revised into the latest OSI template format at the next annual review. 

This document contains a revision history log. When changes occur, the document’s revision history log will reflect an updated version number as well as the date, the owner making the change, and change description will be recorded in the revision history log of the document. 

2. Participants Roles and Responsibilities in Contract Management 
This section describes the roles and responsibilities of the <Project Name> staff with regard to contract management.  There are various staff resources and stakeholders involved in managing consulting contracts for the project. In some cases, one individual may perform multiple roles in the process. 

All appropriate project staff will be trained on their contract management responsibilities by their manager/lead when they join the project. Project meetings are used to brief staff on any changes to the process.  

Specifically indicate the level of authority for the Project Manager, State Administrative Manager, Contract Manager, and Functional Manager. 

2.1 Office of Systems Integration (OSI)

2.1.1 OSI Directors Office

The OSI Director or his/her designee approves all contracts, contract amendments, and participates in contract dispute resolution and attends project executive steering committee as needed.  
2.1.2 OSI Acquisition Center

The OSI Acquisition Center assists with procuring a contract by assisting with: 

· Solicitations. 

· Contacting prospective contractor. 

· Developing or reviewing the solicitation packages (including the SOW). 

· Coordinating the encumbrance of funds for the contract. 

· Distributing copies of the signed executed contract to the appropriate parties. 

The OSI Acquisition Center also coordinates final approval of the contracts with the OSI Director, and advises the project of new or modified state procurement policies and regulations.  Throughout the project life cycle, the OSI Acquisition Center continues to serve the <Project name> with contract amendments and staff replacement. 

2.1.3 OSI Budget Office

The Budget Office verifies the encumbrance funds versus the fund availability and verify the PCA codes. 

2.1.4 OSI Accounting Office

The OSI Accounting Office is responsible for receiving and coordinating approvals of invoices and processing invoice disputes. When all approvals are received, the office staff creates a request for payment and sends the request to the SCO.
2.1.5 Project Director (PD)
The Project Director ultimately is responsible for the final decision on all contract issues.
2.1.6 Project Manager (PM)

The Project Manager is responsible for confirming that a new contractor is needed and assigns a FM to provide oversight and direction to the new contractor. The PM is also responsible for confirming contract amendments for existing contractors and ensuring all contract management roles are assigned and associated responsibilities are fulfilled.
2.1.7 State Administrative Manager (SM)

If a state Project Manager serves this function, this section may be omitted. Remember that a state manager must be the final approver and signer of a contract correspondence, deliverables and invoices.

The State Administrative Manager is responsible for reviewing and approving the contract package, contract amendments and any correspondence (including federal letters). The SM is also responsible for approval of contractor invoices and deliverables.

2.1.8 Functional Manager (FM)
The FM is responsible for overseeing the contractor’s performance, including deliverable review, and coordinating approvals and funding issues. 

Each project typically has several functional managers.
2.1.9 Contract Manager (CM)
The Contract Manager administers all contracts for the project to ensure compliance with appropriate regulations and policies, researches contract issues, and monitors the contractor’s performance against the requirements of the contract. The Contract Manager works with the Functional Manager(s) to ensure the expectations and due dates for each deliverable set forth in the contract or SOW is clear and complete. The Contract Manager also monitors the contract in accordance with Disabled Veterans Business Enterprise (DVBE) contract requirements.  The CM participates in negotiations and processes contract amendments. In addition, the Contract Manager tracks all contract deliverables and milestones, and validates deliverable acceptance prior to authorization of payment.

Note that for large IT projects, OSI recommends one Contract Manager to manage the prime contract, and another Contract Manager to manage the non-prime contracts. This is due to the volume of work associated with the prime contract and the fact that OSI usually utilizes several non-prime service contracts as well. The functions and processes are very similar, though detailed processes and procedures will vary.

2.1.10 Deliverable Monitor (DM)
The Deliverable Monitor is responsible for receiving, logging, routing, and tracking deliverables. The Deliverable Monitor ensures all status items and events for a deliverable are noted in the contract-tracking tool. The Deliverable Monitor is also responsible for working with the Project Librarian to archive contractor deliverables and work products.
2.1.11 Fiscal Analyst (FA)
The Fiscal Analyst reviews contract documents to ensure adequate funds are available to support the payment of invoices. The Fiscal Analyst is responsible for invoice and expenditure tracking and identifies the appropriate PCA codes.
2.1.12 Quality Manager (QM)
The Quality Manager is responsible for monitoring the contractor’s adherence to their defined processes and ensuring the deliverables comply with the project’s needs and stated requirements from the SOW, as applicable. The Quality Manager monitors the prime contractor’s testing efforts and participates in any performance and status reviews. 

2.2 External Organization Responsibilities
2.2.1 Legal

The project uses < Project Sponsor > Legal staff to assist with any legal issues on behalf of the <Project Name> project. Legal staff review any nonstandard contract language (or requests for removal of language) by the contractor during contract negotiations, including changes to the contract and the SOW. Legal staff may also provide information or assist with resolution of issues related to conflict of interest, confidentiality, contract terms and conditions, and contract disputes.

Indicate who provides legal staff to the project. Often this is the sponsor’s organization or the Attorney General’s office. In some cases, the legal staff has been retained from private practice.

2.2.2 California Health and Human Services Agency (CHHS)

The CHHS Secretary or his/her designee will participate in resolving contractor disputes or contractor performance issues when needed.  
2.2.3 Department of General Services (DGS)

The DGS is responsible for administering procurement policy and standards, and overseeing all procurements within the state, including establishing and maintaining the CMAS and MSA contract lists. The DGS is responsible for keeping records of contractor performance (particularly negative evaluations), and must approve any contract amendments over our delegated authority.
2.2.4 State Controller’s Office (SCO)

The SCO is responsible for receiving check requests for invoice payment from the OSI, writing the associated check for payment, and mailing the check to the contractor.  

2.2.5 Federal Stakeholder

If appropriate, add a section describing the role of the federal stakeholder. Indicate what approvals are required. The following is sample text.

“The < federal agency > governs the < xxxx > program, and establishes national policies and standards for the program. The < federal agency > may need to approve certain contracts (generally over a specific dollar amount) and any changes to those contracts. In addition, they may request to review and/or approve specific key deliverables for a contract.”

2.2.6 Independent Verification and Validation (IV&V)

The IV&V contractor reports to the Project Sponsor and monitors the project to ensure it is adequately managing the contractor. IV&V may review deliverables, participate in performance and status review meetings, participate in testing and review the contractor’s metrics and processes. 

2.2.7 Independent Project Oversight Consultant (IPOC)

The IPOC contractor reports to the Project Sponsor and monitors the project to ensure that the project office adheres to the documented procurement and contract management processes.  The IPOC also reviews project activities to ensure that scope, schedule and costs are not exceeded. 
3.  Notification of Contract Approvals

Once the contract has been approved and signed, OSI Acquisition Center sends the original to the contractor (including the standard contract terms and conditions) and provides copies to DGS and the Contract Manager. Once the <Project Name> Contract Manager receives notification that the contract has been signed, the contractor is required to confirm their actual start date. No contractor may begin work without a fully executed contract. If appropriate, the Functional Manager also arranges for seating and equipment at the project site.

The Contract Manager reviews the contract for accuracy including verification of dollar amount, deliverables, contract period, etc. If there are corrections needed, the Contract Manager works with the OSI Acquisition Center to correct them. If the Contract is correct, the Contract Manager notifies the Fiscal Analyst of the encumbrance amounts and gives a copy of the SOW and Contract to the Project Librarian for archiving. An electronic copy is stored in < WorkSite > and all interim versions are deleted. The Contract Manager retains a working copy of the SOW.  
4. Conflict of Interest

The Contract Manager must understand and adhere to OSI Policy #OSI-AP-07-02, Form 700 – Statement of Economic Interests and completion requirements. Each contractor is required to complete a Form 700 – Statement of Economic Interests in accordance with OSI Policy #OSI-AP-07-02 (http://intranet.osi.ca.gov/hr_FPPA.htm)
The <Contract Manager or Functional Manager > discusses with the contractor the type of work the contractor is obligated to perform. If the work includes providing project management services or project decision-making, the Contract Manager must review with the contractor OSI’s Conflict of Interest policy guidelines. This is to ensure the contractor and its assigned employees understand the state’s conflict of interest laws and the individual’s ethical responsibilities resulting from providing services to the project. The purpose of the conflict of interest ethical review is to ensure that each individual involved in the project’s decision-making process related to the proposal evaluation and execution of a contract does not personally benefit. “Decision-making” includes analysis of bids, conducting research or investigation related to any bid, participating in the decision to accept or reject a bid, and making or participating in the execution or rejection of a contract. “Personally benefit” means any direct or indirect personal financial interest of the individual, his/her spouse or dependents, that will or may be affected by the project’s decision to contract.

Before allowing any contractor staff to begin work, either at the beginning of a new contract, leaving the project or as a substitute staff member, the Contract Manager must provide contractor staff designated in the policy all materials needed to complete the Form 700.  Forward all completed forms with original signature to the OSI Administrative Operations Branch Manager.

5. Contractor Orientation

Describe who performs the contractor orientation and the topics covered. At a minimum the <New Orientation/Vendor Handbook> should be provided which explains the basic administrative procedures to be followed. Required templates may also be provided at this time.

When the contractor arrives on-site, the <Contract Manager and/or Functional Manager> provide the contractor with an orientation to the project and its current status, project processes, and administrative and facility information. Expectations are discussed with the contractor, such as work hours, on-site vs. off-site work, attendance at status meetings, and task oversight, as well as specific expectations for the products and services to be delivered.   A copy of the <New Orientation/Vendor Handbook> that describes the administrative details of invoicing, travel procedures, and deliverable submittal is distributed.

5.1 Task Accomplishment Plan (TAP) (Consultant Contracts Only)
A TAP is strongly suggested for all non-prime consultant contracts that have ‘in-progress payments’, are time & materials, or for any non-fixed price contract to allow the project to plan its expenditures and cash flow. 
A TAP is a spending plan that describes the planned monthly expenditures for the life of the contract and is the first deliverable of the contract. The TAP must be revised and resubmitted any time there is a change to the prices, spending plan, or scope of work (due to a contract amendment). 

5.2 Status Reports

Contracts with duration of longer than two months require status reports. Generally, status is reported verbally in weekly meetings and in writing in monthly status reports. Status descriptions include a discussion of planned and actual accomplishments, deliverables planned and submitted, hours and costs expended during the period and to-date, the current estimate to complete, and any other required metrics. If the contractor has issues, risks, or concerns, they are also included in the status report. 
5.3 Final Report

The final report serves as the last status report. It summarizes all work and deliverables planned and accomplished (including any ad-hoc deliverables or tasks), actual hours and costs, and any incomplete or pending work.
6. Managing and Tracking Contracts

The status of the project’s contracts, contract activities, and contractor performance, including any deficiencies or corrective actions, is reviewed with the Project Director monthly and with the OSI Chief Deputy Director on a quarterly basis.

The contractor’s schedule and management plans are used to monitor the contractor’s progress on a monthly basis. 

6.1 Deliverable Management

Describe the high-level approach to deliverable management from a contract management perspective only. Detailed deliverable management processes and procedures should be referenced, as appropriate. 

6.1.1 Deliverable Review and Approval

Discuss how deliverables are reviewed and approved. Focus on specific responsibilities, required timeframes, and how the process is tracked. Describe the specific metrics used to monitor the process and contractor performance. 

Discuss what happens if the deliverable is or is not approved and what the next steps are in both cases. Indicate relationships with other processes (e.g., invoice process, deficiency process, dispute process, etc.). Instructions can be added as an Appendix.
Deliverables are submitted to the DM. The specific submittal requirements (e.g., number of copies, submission method, and media) for each deliverable are noted in the SOW. The DM logs the deliverable in <MTS II>, opens an action item to track the deliverable review, and sends an email notification to the FM, CM, and other appropriate individuals, notifying them of receipt of the deliverable. Where appropriate, the Project Sponsor, users, and/or stakeholders may be involved in the deliverable review. On some occasions, the federal stakeholders may need to review and approve a deliverable. 

The DM forwards the deliverable with transmittal sheet to the FM and assigned reviewers. The transmittal sheet indicates the date received, the date review comments are due, the WorkSite number/document location, and who is authorized to approve the deliverable and includes a place for their signatures. There are usually a fixed number of days (typically ten) allocated for the deliverable review, unless otherwise described in the SOW or agreed to in a signed letter from the PM.

If appropriate, the FM may conduct a meeting to kickoff the review of the deliverable. Alternatively, the FM or CM may send an e-mail or instructions with the deliverable copy describing the objectives of the deliverable, the specific requirements for the deliverable, and any other applicable review or acceptance criteria to be used in the review. 

The FM and reviewers determine if the deliverable meets the acceptance criteria. All comments are consolidated and forwarded to the <Project Manager> with a recommendation for approval or rejection. If the deliverable is unacceptable, the FM notes the comments and actions to be taken on the Deliverable Transmittal Sheet, and may schedule a meeting to discuss the comments directly with the contractor. All concerns and deficiencies are documented in a letter and sent to the contractor. The contractor must address the comments and re-submit the updated deliverable for approval. The rejection and rationale is noted in < MTS II >.
If the deliverable is acceptable, the < Project Manager > signs the approval section of the Deliverable Transmittal Sheet and the sheet is stored with the deliverable in the project library. < MTS II > is then updated to indicate the deliverable approval, and the deliverable is changed to read-only in < WorkSite >. For more information, refer to the Deliverable Management Process (WorkSite #xxxx). 

6.1.2 Non-Document Deliverable Review and Approval

The prime may also deliver non-document deliverables, such as hardware, Commercial-Off-The-Shelf (COTS) software and other tools or equipment. In these cases, a specialized deliverable review is performed to verify the deliverable meets the expectations established in the RFP/SOW/contract and has been correctly installed. 

In these cases, the DM sends a copy of the Deliverable Transmittal Sheet to all appropriate reviewers, usually the appropriate technical staff and managers and Quality Management staff. The reviewers meet and review the delivered item against the defined specifications and RFP/SOW requirements to determine if the item is acceptable. Meeting minutes are used to record any comments or corrections that are then forwarded to the Prime Contract Manager with the Deliverable Transmittal Sheet. The process continues in the same manner as for document deliverables. 

6.1.3 Deliverable Metrics

The DM and Quality Management staff work together to collect and analyze metrics which are used to monitor the deliverable process effectiveness and prime contractor performance. The following metrics are used. Refer to the project’s Quality Management Plan (WorkSite# xxxx) for more on how metrics are used to monitor and improve project processes.
Table 1. Deliverable Metrics

	Metric
	Purpose

	Number of Late Deliverables
	Monitor prime’s ability to meet schedule

	Number of Days Deliverable is Late
	Monitor degree of lateness

	Number of Rejected Deliverables
	Monitor quality of prime’s deliverables

	Number of Days to Review Deliverable
	Monitor project’s ability to meet schedule


6.1.4 Invoice Processing

Invoices must clearly identify the products (deliverables) and service period for which the invoice is requesting payment. The prime contractor and nonprime contractors must adhere to specific invoice requirements set forth in the contract.  All contractor invoices are sent directly to OSI’s Accounting Office. This office logs the invoice, begins the processing cycle and coordinates the actual payment with the SCO once all the appropriate approvals have been received. The Accounting Office retains the original invoice.

The California Prompt Payment Act (Government Code Section 927, et seq.) established a 45-day turnaround time for payment of undisputed invoices. The 45-day period begins when the invoice is received at OSI and ends when the check is sent from the SCO to the contractor. OSI has only 30 days to process the invoice and route it to SCO for payment. Within these 30 days, the <Project Name> project has only five business days to process the invoice and fax the response back to the Accounting Office. (Projects that exceed their allotted five-business day review will incur the late penalty fees should payment not be issued within the 45-day time frame allowed.) The SCO has 15 days to process the check request.

After logging the invoice, the Accounting Office routes a copy of the invoice to the project for review and approval. Upon receipt of the invoice at the project, it is routed to the project FA who verifies that the personnel, classifications, and rates in the invoice correspond to the terms in the contract. The FA also verifies the PCA codes are correct, if applicable.  If travel expenses have been included, the FA verifies the contractor is authorized to bill for travel expenses, the necessary receipts are present and under no circumstances will claims exceed the state’s allowable travel rates. The invoice is then routed to the Contract Manager.

If the invoice is from a nonprime contractor, the CM will verify that all deliverables for that billing month have been received and approved.  If the deliverable(s) has not been approved, the invoice will not be approved for payment.  If the invoice is from the prime contractor, the CM will verify that all issues relating to withholds and liquidated damages have been reviewed and addressed.

If all the information is acceptable, the invoice is passed to the <PM or SM> for final review and signature.  If the <PM or SM> approves the invoice, the approved paperwork is faxed back to the Accounting Unit, who will then send a payment request to the SCO. 

If some or all of the deliverables or services were unacceptable, the CM notifies the Accounting Office that the invoice is unacceptable and indicates why the invoice is being disputed. The OSI Accounting Office sends a notice of invoice dispute (Form 209) to the contractor indicating why the invoice cannot be paid and what must be done or corrected. The 45-day processing clock stops when the Accounting Office sends the notice of invoice dispute to the contractor. After addressing the problems, the contractor re-submits an invoice for payment to OSI’s Accounting Office and the processing clock is reset and restarted. Refer to the Invoice Process (WorkSite #xxxx) for more information. 

Discuss how the invoice approvals are tracked to ensure a response is provided in the required timeframes. Refer to the specific processes and procedures, as appropriate. 

Indicate how invoices are tracked, who must review and approve invoices and criteria used in the review and approvals. Describe required timeframes and what happens if the invoice is or is not approved, as well as next steps. 

6.1.5 Invoice Metrics

The Fiscal Analyst and Quality Management staff work together to collect and analyze metrics which are used to monitor the invoice process effectiveness and prime contractor performance. The following metrics are used. Refer to the project’s Quality Management Plan (WorkSite #xxxx) for more on how metrics are used to monitor and improve project processes. 
Table 2. Invoice Metrics

	Metric
	Purpose

	Number of Days to Process Invoice
	Monitor project’s ability to meet deadlines

	Number of Rejected Invoices
	Monitor prime’s ability to submit correct invoices

	Actual Costs for the Period
	Monitor prime against their spending plan


6.2 Contractor Performance Management

Describe how contractor performance is monitored and any discrepancies or issues are addressed. 
The Project Director and Functional Manager(s) routinely meet with contractors to discuss work status and any performance issues or concerns.  In particular, the planned and actual cost and schedule values are compared and discussed, as well as any requirements which are not being met.  If appropriate, the Project sponsor and/or stakeholders may be involved in the performance reviews and discussion of concerns.
Cost and schedule deviations of more than ten percent may require a corrective action plan, depending on the impacts to later activities and the schedule.

The status of corrective actions and their effectiveness is reported to the Project Director weekly.
6.2.1 Status Meetings

At weekly project status meetings, the contractors discuss the status of the tasks/services and deliverables in work, upcoming tasks and any coordination needed for those tasks, and any concerns or problems that may delay delivery of the system. The PM decides if the potential delay or performance issue is acceptable or unacceptable, and what steps need to be taken to resolve the issue.

The prime participates in monthly Executive Committee meetings to discuss the currents status of the contract and any high-level issues or concerns. 

The prime also may participate in meetings with the Project Sponsor, stakeholders and IV&V to discuss current status, impacts to the users, and any coordination needed. 

6.2.2 Status Reports

Describe the typical approach to status reporting and progress reporting. 

Contractors typically report status verbally at weekly meetings and submit written monthly status reports. The status reports include a discussion of planned and actual accomplishments, deliverables planned and submitted, hours and costs expended during the period and to-date, and the current estimate to complete. If the contractor has issues, risks, or concerns, they are also included in the status report. Other metrics as required by the SOW are reported and trend analysis is performed. 

At the weekly team meetings, the contractors discuss the status of the tasks/services and deliverables in work and any concerns or problems that may delay delivery of the product. The Functional Manager decides if the potential delay or performance issue is acceptable or unacceptable, and what steps need to be taken to resolve the issue. 

6.2.3 Contractor Performance Reviews

Discuss when and how the contractor’s performance against the contract requirements is evaluated. Usually, the Project Manager and/or Contract Manager meet with the contractor periodically to discuss progress against the plan and any concerns. Discuss any required paperwork, reports, and/or metrics which are used in the discussion. 

The Project Manager and Functional Manager periodically meet with the contractor to discuss performance issues or concerns. In particular, the planned and actual cost and schedule values are compared and discussed, as well as any requirements which are not being met or are in danger of not being met. If appropriate, the Project Sponsor, users and/or stakeholders may be involved in the performance reviews and discussion of concerns.

Cost and schedule deviations of more than ten percent may require a corrective action plan, depending on the impact on later activities and the schedule. Corrective actions are noted in meeting minutes and logged as action items in < MTS II >.  The status of corrective actions and their effectiveness is reported to the Project Manager at least monthly. 

Milestone reviews may be conducted at the end of each development phase to confirm the prime has met all expectations for the development phase and is ready to proceed to the next phase. This review is often used to summarize the results of the phase (e.g., design review and design documents) and to discuss how the next development phase will be performed. These reviews may coincide with a Go/No-Go decision to authorize proceeding to the next phase.

6.2.4 Problem Tracking

Problems and defects associated with the system are tracked in < MTS II >. Any problems identified are analyzed to determine the cause of the problem and cost and schedule estimates for the correction of the item are prepared. The prime must present a weekly schedule showing when the problems will be corrected and the status of any problems in analysis. All problem corrections must be tested and validated by the originator prior to being closed. 

6.2.5 Deficiency Reporting

Discuss how deficiencies are identified and addressed. Refer to more detailed processes and procedures, as appropriate. Deficiencies are usually related to operational activities or services being provided in support of equipment or a system. If the contractor is only providing deliverable documents, this section may not be applicable. Discuss what constitutes a deficiency, how it is addressed, and what happens if the deficiency is and is not resolved. 

If at any time during the contract, the CM or FM deem the contractor’s products or services as unacceptable or if the FM has concerns about the contractor’s work, the CM will send the contractor a formal letter of contract non-compliance or deficiency. The CM will also request a formal Corrective Action Plan from the contractor with a specified deadline for submission and implementation. The contractor must develop a plan that addresses the Contract and Functional Manager’s concerns and include specific tracking measures that will ensure progress is being made. If the Corrective Action Plan is acceptable, the contractor will implement the corrective actions and the Contract Manager will track progress through resolution. < MTS II > is updated to capture the problems and actions to be taken. Payments are withheld until the deliverable or service is considered acceptable. 
If the Corrective Action Plan is unacceptable or if the implementation of the Corrective Action Plan is not addressing the deficiencies, the Project Manager may instruct the Contract Manager to begin the contract dispute process. Throughout this process, the Contract Manager consults with Legal and the OSI Acquisition Center to ensure that the dispute process is conducted according to the contract terms and legal guidelines. 

6.2.6 Dispute Resolution 

Discuss the process for resolving disputes between the project and the contractor. Refer to more detailed processes and procedures, as appropriate. Discuss what constitutes a dispute, how it is addressed and what happens if the dispute is and is not resolved. 

In the event there is a disagreement with a contractor, the Dispute Resolution Process may be invoked by either the PM or the contractor. Disputes may arise from several areas including change control, deficiencies, configuration management, and invoice management. The PM and contractor work to resolve any disagreements at the lowest level possible. However in the event of an impasse, the dispute process is triggered to ensure timely resolution to the item to avoid impacts to the project. 

The process involves formal notification of the dispute and a meeting is scheduled to resolve the issue. The meeting typically involves project representatives at the Project Director, Project Manager, Legal, OSI Director and OSI Chief Deputy Director level (and the equivalent from the contractor’s organization). If the dispute cannot be resolved at this level or within the required timeframes, the item may be escalated to the Executive Steering Committee. 
6.2.7 Replacing Contractor Staff

Discuss the process for replacing staff. Refer to more detailed processes and procedures or the terms of the contract/SOW, as appropriate. Indicate how replacement candidates are screened and verified to have sufficient experience. Indicate what happens if the proposed candidate is and is not acceptable. Discuss how knowledge transfers and transition of duties is handled from departing staff to the new staff, as well as what happens if there is no replacement candidate available. 

Either the <CM or FM> or the contractor may propose a change to contractor staffing. To initiate a change, the contractor completes the Staff Replacement Request Form and submits it to the Contract Manager with a copy of any new staff résumés. The CM and FM review the request, rationale and any new résumés and determine if the proposed changes are warranted and if any new staff meets the minimum qualifications for the proposed position. Both the CMAS and MSA specify minimum requirements for staff classifications.

Proposed new or replacement staff must meet or exceed the qualifications of the person that he or she will be replacing in addition to the minimum staff classification and position requirements. In some cases, this may mean that multiple resources are required to replace the original person (due to differences in skill sets). If the CM and FM do not feel that the new staff has equivalent experience, the state may reject the proposed person or negotiate a lower billing rate to reflect the difference. The FM may also interview key proposed staff.

If the changes are approved, the CM signs the request form and forwards the information to the OSI Acquisition Center for review. The Project approves résumés and submits an informational copy to OSI Acquisition Center must give final written approval before the proposed staff can begin work for the project. The original approval letter is scanned into WorkSite and the paper copy is stored in the contract file. The CM provides a copy to the contractor for their records.

If contractor personnel are changed from one labor category to a different category, a Contractor Personnel Request Form and résumés must be submitted to the OSI Acquisition Center for approval prior to initiating work (under the different category). If personnel are changing within the same labor category to a different job position, a Contractor Personnel Request Form must be completed and submitted to the <Project Name> CM for approval; however the change does not require <Project Name> CM approval. The OSI Acquisition Center receives an informational copy only for their files.

If the changes are not approved, the contractor may submit additional résumés for consideration. If appropriate personnel cannot be agreed upon, the state has the option of terminating the contract.
6.2.8 Staffing Metrics

The Prime Contract Manager and Quality Management staff work together to collect and analyze metrics which are used to monitor the staffing process effectiveness and prime contractor performance. The following metrics are used. Refer to the project’s Quality Management Plan (WorkSite #xxxx) for more on how metrics are used to monitor and improve project processes. 

Table 3. Prime Contractor Staffing Metrics

	Metric
	Purpose

	Number of Days to Process Staff Request
	Monitor project’s ability to meet deadlines

	Number of Departed Staff
	Monitor prime’s staffing turnover rate

	Number of New Staff
	Monitor prime’s staffing turnover rate

	Number of Prime Staff Vacancies
	Monitor prime’s ability to fill positions


7. Amending the Contract

Discuss the typical reasons for modifying a contract. Indicate if there are any current DGS or OSI Acquisition Center restrictions on contract changes. Indicate reasons which are not acceptable for changing a contract. 

A contract amendment is used to make modifications to the agreement between the state and the contractor. All contract amendments must be in writing and approved by all appropriate parties (including Federal as applicable).  The following are examples of events that would require a contract change:

· Changes to the contract period of performance (either reduction or extension)

· Changes to the dollar amount of the contract

· Change to the scope of work, such as new activities or tasks

· In some cases, changes to the contractor personnel (either additions or replacements)

If there is a significant change to the contract scope, tasks to be performed, staffing, contract duration, or cost of the contract, a modification is not appropriate. In these cases, an entirely new contract should be executed and the existing contract closed. If the total dollar amount of the contract changes, a change in encumbrance is also required and must be coordinated with the Accounting Office.
Describe the process for making a change, referencing the appropriate processes and procedures, as needed. Discuss how the process for a contract change is tracked (e.g., in an action item or MTS request). Discuss the steps required to process the contract amendment. Indicate the approximate timeframe. Discuss notifications once the changes have been approved. Discuss how and when the changes are noted in the contract-tracking tool. 

The Contract Manager, Project Manager and the Legal Staff must approve all contract changes prior to their execution. If the work is related to the tasks that are in the SOW, an amendment is appropriate to add new tasks. The terms and conditions of the SOW contain basic procedures for initiating a contract amendment (as appropriate to the contract).

Before amending a contract, the Contract Manager reviews the current contract to determine if any deliverables, due dates, personnel or evaluation criteria need to be updated. The Contract Manager also considers if the proposed amendment may impact current services, in-progress deliverables or other contract provisions and consults with Legal staff regarding the proposed changes. 

An < MTS II > action item is used for tracking the progress of the amendment and its reviews. The Contract Manager notifies the OSI Acquisition Center that a contract change is being planned and confirms the current process and required approvals for an amendment. 

To amend the contract, the Contract Manager makes the required updates, completes a Standard Agreement 213A and coordinates internal reviews, including legal review and approval from the Project Manager. After initial approvals have been received, the Contract Manager reviews the draft amendment with the contractor to ensure the changes are clear. If the contractor proposes changes, the amendment must again be reviewed by the Project Manager and legal counsel.

The Contract Manager sends the draft-amended contract to the OSI Acquisition Center electronically for processing. The OSI Project Document Approval Slip with approval signatures is faxed to the OSI Acquisition Center.

The amendment must go through the same approval process as when the contract was first executed. After the amendment has been executed, the OSI Acquisition Center provides copies of the amendment to the project and the contractor. 

If the contract receives federal funding, the federal agency may need to approve the amendment. If the amendment involves a cost, the federal agency may need to see the revised cost allocation and rationale for allocation. The federal agency should be notified of pending amendments, particularly if they are time-sensitive.

The OSI Acquisition Center requires five weeks to process contract amendments. No contractor may continue to work past the contract end date and no new work (specified in the amendment) may begin until the amendment is approved. An executed contract amendment is necessary for the contractor to continue performing its duties.

Once the amendment has been approved and copies received, < MTS II > is updated to reflect the changes, the amendment is scanned and placed in <WorkSite> and the amendment is filed in the project library. The approved changes are communicated to all appropriate and affected parties, including the users, stakeholders and Project Sponsor, as appropriate. 
8. Work authorizations

Work authorizations are used to clarify work or to explicitly authorize the prime to perform specific tasks and services. Often work authorizations are used to address changes in legislation or regulation and high priority change requests. Work authorizations can only be used for work that is considered in scope. The RFP and contract describe the high-level approach to work authorizations. 

Typically the prime develops the work authorization based on the procedures in the contract and submits the work authorization to the project for approval. The work authorization describes the tasks and services to be performed, the required deliverables, specific due dates, the proposed cost for the services (if appropriate), and any specific acceptance criteria or special requirements. The Project Manager must approve the work authorization prior to the prime beginning work on the items. A copy of the work authorization is retained for the project library and the original signed copy is sent to the prime. 

9. Closing the Contract

Discuss the approach and situations when a contract would close. Be sure to consider the normal conclusion of a contract (when all work has been completed), as well as cases when a contract ends without completing the work and cases of contract termination.

Discuss required activities prior to closing a contract, including audits of the contractor’s work products, contract file, and project library; knowledge transfer and lessons learned sessions; equipment, warranty and/or license transfer; and any other administrative closeout (e.g., badges, parking passes, etc.). 

A contract is closed when all work described in the SOW is completed, when all contract dollars have been expended, or when the state Project Manager (or other official of the Department) terminates the contract.

A contract is considered terminated when a letter of termination is sent to the contractor. Legal staff must review the termination letter before it is sent to the contractor. The provisions of the termination clause begin as of the date of the letter. The termination provisions are part of the OSI Acquisition Center standard SOW template and are part of IT General Provisions.

Approximately 30-60 days prior to the end of the contract, the Contract Manager should review the status of contract activities and deliverables, and ensure the contractor is on target to complete all obligations by the contract end date. At that time, an audit of the contract file should be performed to ensure all contract documentation is complete and up-to-date. This enables the CM to resolve any discrepancies before the contractor leaves. 

The CM works with the Contractor to schedule knowledge transfer and training sessions to assist with transition of the duties to state or follow-on staff.
9.1.1 Contractor Final Reports

Discuss the final work products required from the contractor. Indicate the template used or required content and the due date. Discuss how problems with final work products are resolved. 

The last contractor deliverable, the Final Report, is usually combined with the contractor’s final monthly status report. The report summarizes the contractor’s accomplishments, the status of all contractor deliverables (including any ad‑hoc items not described in the original SOW), a financial summary (actual vs. budgeted), and a summary of any travel expenses (if applicable).

The Final Report should be submitted the week before the end of the contract. This is to allow the Contract Manager time to review the report and discuss any deficiencies or open items with the contractor prior to the close of the contract. All deliverables in < MTS II > should be verified to ensure they were either approved or cancelled by the state. Any overdue or pending deliverables or open items must be resolved prior to the end of the contract. No contractor may continue to work past the contract end date.

9.1.2 Contractor Evaluations

SCM sections 3.02.5 (Contractor Evaluations) and 9.09 (Record Keeping) state all consultant contracts over $5,000 require a contractor evaluation within 60 days of the completion of the contract. DGS has provided a form (STD 4) to assist with the evaluation.

Discuss how contractor evaluations are performed and by whom. Indicate if a contractor exit interview or lessons learned session is conducted. Discuss factors used in evaluating the contractor’s performance. 

The Functional Manager completes the Contractor Evaluation Form (DGS STD 4) and forwards it to the Project Manager for review. If a negative evaluation is made, a copy of the STD 4 must be forwarded to DGS within five days of the evaluation. This evaluation is considered confidential and must be marked and stored accordingly. The evaluation is sent to the OSI Acquisition Center and a copy of the form with all pertinent contract notes is filed in the project library
.

Exit interviews may be conducted with the contractor to discuss the contracting experience, lessons learned, and general performance. The Exit Interview Form is completed by the < Project Manager/Contract Manager > and included in the contract file for historical purposes.
9.1.3 Final Invoices

Discuss how final invoices are received and processed. Discuss review and approval of the final invoice. Indicate how any remaining liquidated damages and withholds are addressed. Discuss how the contract’s expenditures are audited and reconciled and how the contract financials are closed. 
The contractor submits an invoice covering the final hours and tasks completed under the contract prior to termination. If a withhold has been used, the contractor also submits a bill for the withhold at this time (as a separate invoice clearly marked as “withhold”). The final invoice cannot be paid until the audit of the contract file has been completed and all open issues from the audit are resolved. 

After the final invoices have been paid, the < Contract Manager and/or Fiscal Analyst > notifies the Accounting Office that any remaining funds may be disencumbered.

9.1.4 Archiving Contract Records

SCM sections 9.09 (Record Keeping) and 9.16 (Retention of Contractor Records) contain guidelines on record keeping during the life of the contract.

Describe how the contract file and any supporting records are archived. Discuss disposition of any working papers or draft versions. Indicate how the contract-tracking tool is updated to reflect the completion of the contract. 

At the end of the contract, records must be archived according to the requirements established by these sections. Hardcopy records are retained in the project library. Electronic items are archived and are removed from the system according to the project records retention policy.

The Contract Manager updates < MTS II > to indicate the contract has been closed and all contractor staff are marked as inactive.
APPENDICES

Appendix A :  Contract Tracking Database
Briefly identify and describe the contract-tracking tool to be used (even if just using Word / Excel). OSI usually uses MTS II (change the heading title as appropriate).

Describe the key features and uses of the tool and how it is used. Refer to the appropriate user manual for more detailed instructions on using the tool.

The following are the key data elements that must be tracked for all contracts.

· Contract start and end dates

· Contract amount 

· Approved contract expenditures and invoices

· Contractor personnel, including start and end dates on the contract

· Contract deficiencies

· Deliverables and services

· Deliverable due dates

· Deliverable submittal dates

· Deliverable acceptance/rejection dates and rationale

· Planned milestone dates and actual milestone completion dates

· Potential and actual payment withholds and/or liquidated damages

The project uses < MTS II > to help manage project contracts and deliverables. < MTS II is a project tracking and management database designed to capture, track and display a variety of different project information including issues, contracts, deliverables, personnel information and contractor deficiencies. The application provides standard database functions to add and delete items, as well as automated notifications and a historical events log. MTS II is an MS SQL database with an MS Access user interface. > The < MTS II > User Manual is located < in WorkSite (# xxxx) >.
No confidential or sensitive items are recorded in the database. Potentially confidential or sensitive risks are reviewed with Legal, prior to their being documented. 
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� Section 9.09, item A.9 of the State Contracting Manual indicates the evaluation forms are not considered public record and should not be kept in the contract file. 
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