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The State of Michigan Purchasing Operations
Contract Management Toolkit

Executive Summary

In the worst of times, unique solutions take root. In Michigan, eight consecutive years of budg-
etary struggles have sparked innovative solutions that maximize the benefits of collaboration
and enterprise processes. Within its scope of public procurement where over $5 billion in con-
tracts are awarded annually, Michigan looked internally for such a solution to effectively tighten
internal management practices, mitigate risks, and deliver actual and soft costs savings within its
portfolio of contracts. The solution was the enterprise implementation of its Purchasing Opera-
tions Contract Management Toolkit in 2010.

Every year, the potential cost to the State of Michigan of multi-year contracts runs in the hun-
dreds of millions of dollars. Case by case, each contract carries with it significant risks affecting
the performance and potential cost of a contract after it is awarded and signed during the con-
tract administration phase. Although most buyers are familiar with the pre-award process, such
as document development, evaluation, negotiation, and award, an experienced and professional
buyer is alert to the significant risks that may be associated with post-award issues. These poten-
tial risks may not be overly obvious, but could be devastating if not properly monitored.

In 2010, the Michigan Department of Technology, Management & Budget (DTMB) Purchasing
Operations launched its universally adaptable Contract Management Toolkit which requires
every solicitation project be analyzed through a risk-based filtering process. This process allows
each phase of the solicitation to be properly reviewed before moving on to the next step. Poten-
tial risks can be identified and mitigation, containment and contingency strategies can be devel-
oped and incorporated into the documentation and solicitation process.

The Contract Management ToolKit offers purchasing staffs at DTMB and State agencies a com-
prehensive process which:
e Combines a sizeable group of frequently-used contract documents into one user-friendly
package
e May be easily replicated by other governmental contracting entities to help support a bet-
ter-prepared contract management system
e Improves service to State agencies by helping control and manage project outcomes while
providing support and education throughout
e Helps avoid a list of potentially costly problems that can occur in the absence of sound con-
tract management

A good contract management process is critical to saving millions of dollars in actual and soft
costs in a state’s portfolio of contacts, which can represent billions of dollars in commitments.
DTMB Purchasing Operations’ efforts to institutionalize and refine the processes behind the
Contact Management ToolKkit are continuing into 2010.
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NASPO Cronin Award Nominee

Contract Management Toolkit

Award Criteria: Innovation

The Contract Management Toolkit is a set of documents which drives consistency across the
purchasing process, ensures risk mitigation early in the development of procurement, requires
post-contract monitoring, and results in lessons learned for the improvement of upcoming pro-
jects.

Unique in the comprehensiveness of its approach, the Contract Management Toolkit contains
commonly-used contract management documents and organizes them into an easily accessible
package. Use of the Contract Management Toolkit spans the boundaries of sixteen individual
state agencies and has resulted in a redesigned and more efficient contract administration busi-
ness unit.

The package consists of the following individual tools:

e Toolkit Checklist
A simple template to ensure all required or optional steps
in the contracting process are followed.

* Instruction Sheet
Brief synopsis of the tools as well as guidelines on when and how to use
each document.

* Project Assessment Report (PAR)
Rates up to thirteen critical project factors. The PAR score determines
where a project falls within four risk categories:'Low (1), Moderate (2),
Important (3), or High (4). "It is used to determine which other tools
must be used and whether an agency can. handle the bidding process
(though final review will remain with DTMB).

» PAL Project Request Form
Form to request permission to allow an agency buyer to handle pur-
chases that exceed delegated authority levels.

* Project Plan
Checklist of required activities based on the risk of the project. The
higher the risk, the more monitoring, detail, and approval steps are re-
quired.

* Risk Mitigation Worksheet
Assists the project team to implement mitigation, containment, and con-
tingency strategies of higher risk contracts.

» Personal Information Redaction Form
Form which ensures that agency personnel have removed personal in-
formation as defined by Michigan law from bid documents.
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* Joint Evaluation Committee (JEC) Package
A Joint Evaluation Committee is required for all projects with a risk of
Important (3) or High (4). This allows the JEC to effectively perform its
review and due diligence during the critical evaluation and recommenda-
tion phase.

» Bid Closeout Documents
Includes Debrief Meeting Record Form and RFP Closeout Report.

» Kick-Off Meeting Tool
Provides guidance on conducting an effective meeting before the initiation
of a contract.

»  Contract Compliance Report
Supports the Contract Compliance Inspector in monitoring critical deliver-
ables at regular intervals of the contract.

»  Contract Closeout Report
Provides an important checklist of steps to help close out a contract instead
of letting it lapse, including reviewing lessons learned.

For illustrative purposes, two of the key documents in the Toolkit — the Toolkit Checklist and
Contract Compliance Report — are attached.

Award Criteria: Transferability

The Contract Management Toolkit may be easily tailored for use by other states, local units of
government, and colleges and universities. Michigan is proud to share its Contract Management
Toolkit and is confident similar adaptation can help others achieve a sound and better-prepared
contract management process.

Award Criteria: Service Improvement

Utilization of the Contract Management Toolkit ensures that strategic contact milestones are
monitored. It assures that contract deliverables meet the requirements of a well-executed contract
with respect to timeliness, payments, and quality. The Contract Management Toolkit offers users
a robust process to help control and manage contract outcomes. End-using agencies play a critical
role in the completion of many toolkit documents and are thereby heavily invested over the course
of the project.

The DTMB Purchasing Operations Knowledge Management Team conducts regular training
classes on contract management that instruct both DTMB and Agency personnel who are involved
in purchasing, payables, and contract administration activities on the use of the Toolkit and its im-
portance for good contract management. After the contract negotiation phase has concluded, the
Contact Administration Unit serves as the central hub for collecting documents, problem resolu-
tion, processing change notices and other services to assist state agencies.
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Award Criteria: Cost Reduction

Significant, unforeseen problems and rapidly expanding costs can occur if a reliable contract man-
agement plan is not established after an award is made. A list of potentially costly problems that
can cripple or sink a contract in the absence of a sound contract management process includes (but
is not limited to):

* Insufficient contract terms to compel compliance and protect the State
* Delays (Contractor or State)

« Conflicts between parties

* Delivery, performance, and quality issues

* Scope creep and cost overruns

» Unexpected change orders

* Invoicing and payment issues

* Litigation

The key component in mitigating these risks rests with the manner in which public procurement

operates, specifically the detailed, upfront processes that define the terms and conditions and the
work statement. Ignoring important details in these crucial documents can cause a contract to un-
ravel.

To ignore or underestimate contract administration risks can prove costly. Overlooking quality
issues, schedule issues, performance issues, and payment issues could eventually lead to a rapidly
escalating situation that could sink a contract and a long-term relationship with a vendor. Monitor-
ing and acting upon these issues, through the use of the Contact Management Toolkit, can prevent
small problems from flaring up into large crises. Soft costs such as relationship problems, sched-
ule slippage, invoicing problems, and administration costs can be significantly reduced or elimi-
nated with proper contract management.

Only through this knowledge management process will projects be better equipped to avoid hid-
den dangers unique to each contract in the future. This concluding step of the process allows the
DTMB buyer to ‘raise’ and illuminate each contract’s challenges, allowing subsequent contract
administration teams to spot, recognize, and avoid the same risks.

Michigan Department of Technology, Management & Budget
Lewis Cass Building ¢+ 320 Walnut + P.O. Box 30026+ Walnut Street+ Lansing, Ml 48909
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Toolkit Component — “Checklist”

Cepartment of Technology, Management & Budget
Purchasing Operations

Contract Management Toclkit Checklist

[ ¥es=, Project Assessment Report (Prowidsd by end-ussr with FRF)
[ ves, [ Mo-MA, FAL Project Request Form (Provided by end-user win PRF)
[ ves, Project Plan {Compieted by buyer)
[ ¥es, [ He-MiA, Risk Mitigation Worksheet (Compieiad by buyer)
[ ¥es, [] He-MiA, Personal Information Redaction Form

[Sen by Buyer, signed by end-usar before pubishing RFR)
[ ¥es, [ He-MiA, Joint Evaluation Commitiee Package [Sent by Duyer)

O ¥es, [JMA, JEC Exceptions Form

[ *es. JEC Invitation Memorandum (including)
Confidentiality Statement

JEC Member Code of Conduct
Project Specfic Documents

[J es, JEC Project Memorandum {inchuding)
Conflict of Interest & Disclosure Form
JEC Evaluation Process Guidance
Project Specific Documents

[ ¥es, [] Ho- MiA, Debrief Meeting Record [Completed by buyer

[ ¥es=, RFF Closeout Report {Completed by buyer)

O ¥es, [] Mo~ Mia, Kick-Off Meeting Record [Compieted oy buyer)

[ ves, Contract Compliance Report
(Compietad by Contract Compilance Inspector)

[] Yes, Contract Closecut Report

[Compieted by Contract Compilance Inspector)




BTMD
Let DB

g, Managerrens & Budget

Toolkit Component — “Contract Compliance Report™

Dieparimenit of Technoicgy Managemant & Budgst
Purchas! fons
CONTRACT EWE REPORT
Saction 1. Coniract Information

Coniract Mumber ADency

Type of Punchase: [] Commodiy [] Sesvice [T [ Coer Caontract Expiration Date

ErieT Description of Purchase

Mame of Coniract AQTinistrator of TS Buyer Name of Project Manager

Mame of Conract Compilance Nspecton Name of Agency uyer

Section 2. Reason for Review
Schaduled Monthiy
Scheduled Cuansdy
Schaduled Sami-Annual
Schaduled Annua

| Confract Closeout
[ Cifer
Section 3. Confract Scomecard on Delhverable and Milestonas
KEY DELIVERABLES PER THE COMTRACT COMPLIANCE TO CONTRACT STANDARD
STy of delfvera ) )
= ] Exceeded [ Met [ Beiow [ M
Timaliness of delverabies (on scheduis) O Exceeded [ et [ Beiow [ A
Accuracy of deliverables (ight quaniites and
locations) [JExsesded [ Met [ Eciow [ MA
= i CJExcesded [ Met [ Beiow [ M
)
TIMElNEES and ACCUTACy OF FIVOIGES [JExcesded [ Met [ Beiow [ M
[ HeipTness, prompiness and counesy o , -
Customer Senioe [ Excesded [ Met [ Beiow [ MiA
Co6t control of projedt by confractor [ Excesded [ Met [ Beiow [ A
Timeliness of required repors [0 Exceeded [ Met [ Beiow [0 M

[JExcesded [ Met []EBeiow [] M
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Toolkit Component — “Contract Compliance Report™

Pages 2 and 3

In Section 3 above

Sechion 4. lsauss Log [Compleds for any below” rat
VEHNDOR
DELIVERABLE | ISSUE PERFORMANCE Pﬁm eraTUS DISCUSSED
{Biow Rating In Sapson 3 RECORDED IN mﬁ@’gﬂ] WITH VENDOR
MAIY
1.
Oves O Mo Oooen OO Closed | Oves [ Mo
Z
Yes [ Mo [JSoen [ Closed | [J¥es [ Mo
=
Oves [ Mo Oopen [J closed | [Jves [J Mo
4
Oves O Mo Oooen OO Closed | Oves O Mo
=
Oves O Mo Oooen O Closed | Oves [ Mo
Sechion 5. Contract Spand History Summary
CURRENT REMAINING
DATE CONTRACT SPEND | COMTRACT VALLE REMAINING BALAMCE SUFFICIENT
Ov¥es [ Mo [ Submizing Chargs Hobes
Owes [0 Mo [J Submizing Changs Notice
[I7= [ Mo [] cuomg Changs Hobe
Sechon & O Hotlcses
ni eI 00 | L] TE8 [ | FiEass OEsCine soechcs:

you anticipate e nesd 0 eErse | MO
any avaliable option y=ars?

T Im ihe T=6E Opton year g0 your [J7es [] | Fiease Jeecihe Epecics:
amidpate any exisnsions of (T3]

changes o this contract will be

TEQUIrEd?

Seciion 7. Comiments

Use this section to provide feedback regarting Me curment
redated o 3) recommended pRoess
SEMVICES MECEVEL, and d) What e vendor couk o

future similar comRcs

or suggestions for Improving
hipchtﬂnustreﬂxl:ﬂ ) Impioing the qually of goods or

Section B. Signaturss and

approvals
CONTac COmplance INSpecion [prrt name)

TCOnract Complanice INEpecion [BOnaie & 03|

Project Managar [prm name)

Project Manager isiqnabure & oata)

To b= compieted by Te Project Managsr or Contract Compilance Inspector and sent 10 the Depariment of T
Management & Budget {DTMB) Contract Adminisraor (Buyer) and Agency Purchasing Cice {Buyer) for review

DTME PURCHASING OPERATIONS INTERMAL USE OMLY:

Coniract Administrator Comments:

DisCussad report with CiC1 [ res
Discussad report with Vendor O =8
MIDeal Fungs Paid [ res
Insurance Cerficate Cument [ =8

DTMB Contract Adminisirator (print names)

DTME Conbract Adminisirator (signaiune & date)




