Contract and Vendor Management Glossary

	Term/Acronym
	Definition

	Corrective Action Plan (CAP)
	When a vendor has not met several deadlines and/or the quality of the deliverables is substandard, a department should request a CAP from the vendor identifying how it will rectify the immediate problem as well as to ensure it does not happen in the future. The letter to the vendor requesting the CAP should identify what the contractual obligation is (e.g., deliverable, deadline, acceptance criteria, etc.).  Departments must approve the CAP submitted by the vendor and then manage the work in the CAP. 

	Cure Notice
	If the vendor is not successful with the CAP, or the vendor violates terms of the contract that are so integral to the project (e.g., numerous deliverables do not meet quality standards) the department issues a Cure Notice. The Cure Notice provides strict constraints about what the vendor must do to cure the deficiency and when the work must be completed. 

	Custom off-the-shelf (COTS)
	A product that has been fully developed and tested by a vendor (e.g., Microsoft’s Office Suite). 

	GSPD 401IT
	This is the Department of General Services Procurement Division Form 401IT. The formal name is General Provisions – Information Technology. These are pre-negotiated terms the vendor community has worked out with the Department of General Services (DGS) as the terms relate to formal IT procurements. Go to DGS’ web site to get the most current version. 
Consider printing the version current at the time of the procurement in the procurement document as including a pointer only makes it difficult to retrieve when needed. Note the latest revised date at the top right-hand side of the document.
Of specific import are the following sections/paragraphs/provisions:
1. Definitions – Consider overwriting these with your project’s definitions. Definitions help bring a common understanding between the State and vendor. Do not forget to define simple terms such as ‘day’. Is it a calendar day? A State business day? Is it 8:00 a.m. to 5:00 p.m.? 
2. 

	Holdback
	When a state department pays the vendor all but a percentage of each invoice. The funds are retained until a specified time in the contract (e.g., the final deliverable is approved and the system has been accepted by the state) and is included so that the vendor continues to have ‘skin in the game’ to complete all work. This is different than a withhold.

	IEEE
	Institute of Electrical and Electronics Engineers – a standard setting body that established standards for writing requirements to minimize ambiguity.

	IPOC
	Independent Project Oversight Consultant provides independent analysis of how well the project is being managed. This is typically provided by the Department of Technology’s IPOD staff and reports to the highest decision-making body on the project.

	IV&V
	Independent verification and validation provides independent analysis of the technical solution. This is typically provided by the vendor community and reports to the State Project Manager. Best to hire them before you begin writing requirements as they can help ensure the requirements are well written to begin with. This will reduce risk and cost with your implementation vendor.

	Letter of Credit
	A bank letter of credit is a cash guarantee to the owner. The owner can call on the letter of credit on demand without cause. Once called upon, the letter of credit converts to a payment to the owner and an interest-bearing loan for the contractor. For State of California, payment goes to the general fund, unless negotiated with DOF beforehand to revert to the department.

	Liquidated Damages
	A non-punitive method to recover funds it will cost the state for a vendor-caused delay. Typically these are the daily expenses of the department for the project (known as the burn rate). The concept is that if a vendor causes a delay, the state will need the project resources for a longer period of time than originally planned and budgeted for. Therefore the vendor pays those costs. The costs are not just state staff costs, but all project costs (e.g., IV&V & Project Manager vendors) who have to work longer due to the delay.
Calculate what the daily burn rate is – including state and vendor costs – and use that figure to assess a per state business day liquidated damage cost. Explain in the procurement document that it is non-punitive. For example:
The State will assess liquidated damages to the Contractor for delays it causes. These are non-punitive in nature and only capture the cost to the State to extend the length of the project. The State will start assessing liquidated damages the first state business day after a deliverable or major milestone deliverable is missed.

	Modified off-the-shelf (MOTS)
	Process of modifying a COTS to meet business needs not met with the COTS. Rule of thumb is that there should be no more than 10% change to COTS. If you change more than 10%, better value is to develop the application. 

	Order of Precedence
	The order in which documents should be used to understand contractual obligations. When there is a conflict, the first document in the order of precedence trumps subsequent documents. 

	Performance Bond
	A performance bond protects the owner from non-performance and financial exposures should the contractor default on the contract. It is directly tied to the underlying contract and if the contractor is unable to perform the contract, the surety has responsibilities to the state and contractor for project completion. Note that the surety does not have to pay a cash amount and can actually provide a vendor to complete the existing project without the state’s approval needed. 

	Project Approval Lifecycle (PAL)
	A new process to acquire project approvals from the California Department of Technology (CDT). There are four (4) stages to the cycle. Departments must seek approval on reportable projects for each stage. See: http://www.cio.ca.gov for additional information on PAL. 

	Project Management Body of Knowledge (PMBOK)
	Industry standard for managing projects developed by the Project Management Institute. 

	Proposal
	Formal offer by a vendor in response to a department’s stated objectives. Sometimes also called a bid. 

	Provision 44
	The GSPD 401 contains provisions (paragraphs) about a variety of topics. Provision 44 prescribes steps to address a dispute.  Departments may consider a more detailed approach (including escalation criteria, process, timeframe, and roles and responsibilities) to be included in the Statement of Work.  

	Public Contract Code (PCC)
	Body of law that governs procurements. Section 12100 is the performance based procurements while Section 6611 provides the state more flexibility to discuss and negotiate needs with the bidders before, during, and post-award. 

	Request for Proposals (RFP)
	Procurement document released to vendor community to request an approach and cost to meet stated business needs. 

	Requirements
	Defines what a project must accomplish. They can be project management requirements (e.g., follow PMBOK), technical requirements (e.g., align with department’s enterprise architecture), security requirements (e.g., two factor authentication), and functional requirements (e.g., must process request within two seconds of command). 

	Std 213
	Face page of contract that includes pertinent information including vendor name, dollar value, scope, order of precedence of contract sections. Standard 213 is the name of the form. 

	STPD
	Department of Technology’s Statewide Technology Procurement Division.

	Service Level Agreements (SLA)
	An agreed upon level of service provided by one party to another. There are many aspects of performance for which an SLA could be crafted. For example, it could be system up time (e.g., system will be up 99.99% of the time). When an SLA is not met, there is typically compensation in the form of either money, reduced future expenses, or additional services from the vendor. 

	Source Code
	The software developed by the vendor. If developed specifically for this project, should require it ben given to the state once implemented (along with executable code). If not developed for this project specifically, vendor will only provide perpetual rights to use it (Provision 37 of state’s terms and conditions). 

	Special Project Report (SPR)
	After the project has been approved, when changes greater than 10% need to be made to the scope, schedule, or budget, a department must first acquire approval from the Department of Technology. The SPR is the vehicle through which this request is made. Please note when there is a budget action, the SPR is concurrently sent to the Legislative Analyst’s Office (LAO), and a Budget Change Proposal (BCP) is eventually submitted to the Department of Finance.

	Special Terms and Conditions
	These are unique terms for the specific project. Typically developed by the Department owning the project, but must be approved by Department of Technology’s State Technology Procurement Division (STPD). 

	Staff Augmentation
	Adding vendor’s staff to a team to increase capacity to do the work (as opposed to the vendor providing the solution in its entirety).

	Stage Gate
	See Project Approval Lifecycle (PAL)

	Statement of Work (SOW)
	A statement of work is unique to each project, defined by the Department, and typically includes at least:
· Roles and responsibilities for state and vendor
· High-level milestones vendor must deliver
· Detailed processes that will be employed (e.g., deliverable acceptance and rejection process)
· Unique information for this specific project (e.g., sequence of deliverables)
· Unique terms and conditions for the project that supersede the GSPD 401IT.

	Subject Matter Expert (SME)
	A person who has deep knowledge of a topic (e.g., program, process, technology). SMEs are typically team members on technology implementations. 

	Triple Constraints
	On projects, priorities are established up front between scope/quality, schedule and budget. This is called triple constraints or sometimes the iron triangle. 

	Withhold
	[bookmark: _GoBack]An amount the state retains due to an issue caused by a vendor. The funds can be retained even after a deliverable and invoice for the deliverable are approved. For example, if the state owes the vendor $1 million but the state assessed liquidated damages against the vendor, the state can withhold the amount of the liquidated damages from the payment to cover the liquidated damages. This is different than a holdback. 
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