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Introduction

The cost proposal workbook has two tabs: “standard pricing” and “contract change pricing.” The standard pricing tab includes cells where bidders may propose costs for each of the <5> years of a contract that will be developed with the winning bidder. It also includes cells for maximum proposed costs for each of the <4> potential extension year.

The structure of and level of detail in the cost proposal was developed with the following primary purposes:

· For the state
· Reduce uncertainty for the state in anticipating standard and contract change costs by using fixed costs, volume-based costs, sliding scales for volume-based costs, and separate standard vs. contract change pricing sheets.
· Reduce uncertainty for bidders in developing cost proposals.
· Improving the ability to compare cost proposals across bidders
· Reduce the need for contract changes based on increases or reductions in volume by using volume-based costs and sliding scales for volume-based costs.
· Facilitate the process of reviewing and approving invoices submitted by contractors.
· Ease the process of any audits of program expenditures.
· For bidders
· Reduce uncertainty for bidders in developing cost proposals
· Reduce uncertainty for the selected vendor in developing cost invoices.
· Provide a structure for contract change cost proposals.

It was not reasonable to develop within the cost proposal workbook a structure for contract changes that are procured from a contractor’s internal stocks or existing information technology or physical infrastructure. To avoid uncertainty in such costs, the selected contractor is expected to provide a detailed cost justification, linking the cost proposals to similar or related costs in any existing line items.

Bidders should work within the framework of the cost proposal to avoid problems with comparing bids across proposals, and to avoid being marked down in evaluations for poor clarity in proposal costs.

Types of Costs	

The cost sheet is constructed to disentangle fixed costs, variable costs, and contract change baseline costs. The rows (line items) associated with these three types of cost can be identified in the following manner:

· Fixed costs are represented on the “Standard Pricing” worksheet with a unit type of “contract” or “year” and an estimated annual unit volume of 1.
· All other costs on the “Standard Pricing” worksheet represent variable (volume-based) costs.
· Baselines for contract change costs are listed on the "Contract Change Pricing" worksheet. Contract change pricing gives a reasonable baseline for overhead rate for materials and externally procured services as well as a reasonable baseline for daily rates for labor performed by different classes of bidder internal staff.

The variable (volume-based) costs can also be developed with a sliding scale (e.g., lower cost per unit for greater volume). In this case, multiple options should be bid representing the different unit costs.

Years

Bidders must provide costs for each year of the contract, with two classes of years	

· Awarded phases (years 1 - <5>) indicate the years that will be awarded when services are procured. Prices bid for these years remain static throughout the term of the contract. Note that prices for the various years may vary for multiple reasons that will feed into overall cost-effectiveness for the state. For example, a contractor may wish to embed inflation projections into later years of the contract, or may wish to reduce costs in later years because baseline tasks have been performed in early years (requiring only minor improvements in later years).
· Optional phases (years <6> - <9>) indicate extension years that may be awarded at state option. Prices bid for these years represent the maximum costs that would be charged for contract extension. Because costs this far out may be relatively uncertain, these will be negotiated upon contract extension, but are not to exceed the prices bid for these years.

Addressing Value-Added Components and Alternative Options

Value-added components are components bid by the vendor that clearly go beyond the RFP requirements and may distinguish one bidder from another. Value-added options will not be considered in qualifying a vendor, but can be used in comparing qualifying vendors against each other. When bidding value-added options, bidders must:

· Create a line item that does not include the value-added component (i.e., that do not clearly go beyond the RFP requirements)
· Create another line item (below the original) for the value-added option and mark the "value added" column with an "x"

Alternative options are components bid by the vendor that indicate different pricing models for the same services (e.g., different prices for different magnitudes of volume, alternative methods for satisfying the requirements of the RFP). When bidding alternative options, bidders must:	

· Create multiple line items for the same service (e.g., representing costing for different magnitude of volume or different methods)
· Leave the default pricing option blank in the "alternative option" column and mark all others with an "x"

Color Coding

Cells in both pricing worksheets (standard pricing and contract change pricing) are color coded as follows:

	White
	To be completed by the bidder

	Blue
	To be left unchanged

	Peach
	Default values provided by the state

	Pink
	Formulas performing the following calculation: annual cost = unit price • volume

	Yellow
	Indicates where additional rows may be appropriate to add.



Cells in Peach and Pink may be modified by vendors if there are sound reasons for doing so, but doing so may complicate comparisons across bidders. Where these cells are changed, they must be shaded in orange (e.g.,  Orange ) to indicate that they have been changed, and bidders must explain in the associated cell in the "Bidder Notes" column how the cell was changed.

Bidders should delete any remaining yellow rows as a last step in completing the workbook.

Adding and Deleting Line Items on the "Standard Pricing" tab of the Workbook

It may be appropriate to modify the lines on the "Standard Pricing" worksheet, but doing so may complicate comparisons across bidders. For example:	

1	Adding a line item to represent a deliverable or service not listed on the worksheet
2	Splitting a line item to represent multiple costs conflated on the worksheet
3	Modify a line item description to better represent a deliverable or service

In all cases, bidders must highlight any modified line items in orange and describe in the “Bidder Notes” column the changes made to the line items. Bidders must not delete line items. Rather, where a line item is extraneous, bid zero cost and explain in the “Bidder Notes” why the line item is extraneous. Bidders may hide zero-cost line items for readability (i.e., using the capability of Microsoft Excel to hide rows).

Bidders must represent all costs for all services and deliverables within the structure of the “Standard Pricing” tab of the workbook.

Adding and Deleting Line Items on the "Contract Change Pricing" Tab of the Workbook

It is expected that bidders will modify the line items for personnel on the "Contract Change Pricing" worksheet to adequately represent the range of personnel expected to perform the work specified in the bid. The personnel line items listed in the "Contract Change Pricing" worksheet are provided only as a small sample of what could be provided.

When a contract change request is developed, personnel resources costs for the contract change should come directly from the list of personnel resources submitted on the "Contract Change Pricing" tab except in truly exceptional circumstances. Exceptional circumstances must be explained and justified in detail.
image1.emf

image2.emf

