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INTRODUCTION

This guide has been prepared to assist state agencies with understanding and utilizing the Project Assessment Quotation mechanism.  
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1.

PAQ MECHANICS:
1.1 A Project Assessment Quotation (PAQ) is a contracting Mechanism within a contract which accommodates progressive task work of an IT Project not readily identifiable at the beginning of a contract and allows the Project Manager to work with the contractor to systematically identify, price and complete progressive task work based upon contract hourly contract rates.  PAQs are intended for project work and not temporary or staff augmentation type of work.

1.2 Contracts with the PAQ mechanism normally stipulate a minimum dollar threshold at which PAQ’s are required.   Those projects that fall below the dollar threshold may still utilize the PAQ mechanism but aren’t mandated to do so; however, if they don’t use the PAQ mechanism, generally the agency and the contractor are still required to mutually develop a written statement of work which identifies deliverables and payment milestones for the project.  

1.3
PAQs are a means (1) to identify the specific tasks to be performed and (2) to mutually agree upon the total price to be paid to the contractor upon completion of the specified tasks.  The PAQ process occurs in a controlled sequence of proposals and approvals by the agency’s designated Project Director as outlined herein.  

2.

GENERAL PAQ PROTOCOL:
2.1
The contractor submits draft and final PAQs in a timely manner.  The state agency and the contractor mutually agree upon the prescribed number of days for the contractor to submit the draft and final PAQs. 

2.2
The agency’s designated Project Director reserves the right to reject any contractor-submitted PAQ, request the contractor to submit a revised PAQ with adjustments (revised cost, length of time, solution recommendation, etc.), or, if a multi-contractor environment, solicit a PAQ from the secondary contractor or the secondary and tertiary contractors, or rebid for services through a separate competitive procurement.

2.3
The contractor is not paid for the preparation of the PAQ.

2.4
A PAQ request, the draft and final PAQs, and the contractor’s project work are to be within the scope of the performance requirements identified in the contract for the category(s) which the contractor was awarded and cannot change any provision of the contract.

2.5
Any changes to the PAQ are to be formalized in writing as an official revision to the final PAQ.  The format of PAQ revisions is to be consistent with the format of the final PAQ, including the distribution of the copies to the contractor, ITSD and the Division of Purchasing and Materials Management (ITSD copies DPMM for consolidated agencies).  

2.6
The contractor’s firm, fixed cost stated in the final PAQ cannot be increased unless the state agency requests a corresponding increase in the scope of work under the PAQ.  If the scope of work does not increase, the contractor will need to complete all work agreed upon in the PAQ at the firm, fixed cost stated in the PAQ.

2.7
The agency’s designated Project Director has the right to terminate the PAQ at any time, for the convenience of the agency, without penalty or recourse, by giving written notice to the contractor at least five working days prior to the effective date of such termination.  In the event of termination pursuant to this paragraph, all documents, data, reports, and accomplishments prepared, furnished or completed by the contractor pursuant to the terms of the contract may, at the option of the agency’s designated Project Director, become the property of the State of Missouri.  The contractor is entitled to receive just and equitable compensation for that work completed pursuant to the contract prior to the effective date of termination.

2.8
The duration of any PAQ cannot exceed the effective contract period.  In the event that additional renewal options exist, a PAQ may lapse into a renewal period with a statement that the continuation of project work under the PAQ for the renewal period is contingent on renewal of the contract by DPMM.  

2.9
The contractor’s services may only be used for project-specific work.  They are not intended to be used for staff augmentation purposes.  State agency needs for temporary staff augmentation need to be handled through a separate procurement effort.  The contractor cannot be used to provide services in any manner that conflict with U.S. Internal Revenue Service and/or U.S. Department of Labor laws and regulations pertaining to distinctions between employees and contractors.
3.
GUIDE TO USE OF PAQs IN A SINGLE CONTRACTOR ENVIRONMENT:
· Step 1:  Agency Seeks/Obtains ITSD Approval To Proceed
For consolidated agencies, approval from ITSD is needed prior to agency sending PAQ request to contractor.  A copy of a draft PAQ request needs to be sent to Ron Thomas of ITSD for approval.
· Step 2:  Agency Requests PAQ

The agency’s designated Project Director will present a written request for each PAQ to the contractor, in a standard format similar to one of the PAQ templates included in this document.  The agency’s request needs to explain in detail the scope of the project and the tasks the agency desires the contractor to perform, including applicable business and technical specifications.  The state agency also needs to specify whether the work is required to be performed on-site or off-site.  (On NGN, the agency needs to specify their intended acquisition method for all equipment.)
· Step 3:  Contractor Prepares Draft PAQ

The contractor responds (within a prescribed number of days mutually agreed upon by the state agency and the contractor) to each such PAQ request from the agency’s designated Project Director with a draft PAQ which provides a statement of cost (based upon the hourly/daily rates specified on the pricing pages) and time, technical and strategic alternatives, and solution recommendations.

· Step 4:  Agency Approves Draft PAQ; May Request Additional Revisions For Final
If the draft PAQ is approved by the agency’s designated Project Director, the contractor will then prepare a final PAQ for resubmission to the agency’s designated Project Director for final approval.

· Step 5:  Contractor Prepares Final PAQ

Contractor provides agency with a final, signed PAQ indicating their formal offer to provide the services specified according to the PAQ and contract requirements, terms and conditions.
· Step 6:  Agency Approves Final PAQ

The contractor and the agency’s designated Project Director indicate mutual acceptance of the final PAQ by signing and dating the final PAQ.  If consolidated agency, the agency’s designated Project Director (1) retains one signed copy, (2) sends a copy to contractor and (3) sends a copy to Ron Thomas in ITSD.  Ron will copy the Division of Purchasing and Materials Management for inclusion in the contract file. 

If not consolidated agency, the agency’s designated Project Director (1) retains one signed copy, (2) sends a copy to contractor and (3) sends a copy to the Division of Purchasing and Materials Management for inclusion in the contract file.

· Step 7:  Agency Authorizes Contractor To Proceed With Project Work
An approved final PAQ alone does not constitute an authorization to proceed with project work.  Before proceeding with project work, the contractor needs to receive a properly authorized purchase order or other form of authorization given to the contractor at the discretion of the state agency.   Project work will include the contractor’s completion of the tasks identified in the final PAQ.  
· Step 8:  Agency Formally Accepts Contractor’s Project Work, Deliverable By Deliverable
Upon the completion of each deliverable by the contractor, the contractor notifies the agency’s designated Project Director in writing and submits an invoice in accordance with the PAQ approved by the agency’s designated Project Director.  The agency’s designated Project Director reviews, approves and formally accepts or rejects the respective deliverable in accordance with the turnaround time outlined in the PAQ.  Formal acceptance should not be unreasonably delayed or withheld by the state. 
· Step 9:  Agency Pays Contractor According To Deliverable Milestones
Project costs for the PAQ project work are reimbursable upon formal acceptance by the agency’s designated Project Director in accordance with the milestones for compensation outlined in the PAQ. 

4.
GUIDE TO USE OF PAQs IN A MULTI-CONTRACTOR ENVIRONMENT:
4.1
In a multi-contractor contract environment such as the statewide IT Consulting contract, state agencies are required to utilize the primary contractor unless one of the following circumstances exist: 

 a. The primary contractor cannot provide the services in the time frame requested by the state agency (in such event, the agency shall utilize the secondary contractor unless the secondary contractor cannot provide the services in the time frame requested by the state agency in which case the agency shall utilize the tertiary contractor);

 b. The state agency has documented to the Division of Purchasing and Materials Management in writing receiving unsatisfactory services applicable to the primary contractor’s work performance (in such event, the agency shall utilize the secondary contractor unless the state agency has also documented receiving unsatisfactory services applicable to the secondary contractor’s work performance in which case the agency shall utilize the tertiary contractor); 

 c. The primary contractor’s Project Assessment Quotation is unacceptable (in such event, the agency shall utilize the secondary contractor unless the secondary contractor’s Project Assessment Quotation is unacceptable in which case the agency shall utilize the tertiary contractor); or

 d. If in the opinion of the State there exists a potential conflict of interest with the primary contractor on a given project (in such event, the agency shall utilize the secondary contractor unless a potential conflict of interest also exists with the secondary contractor in which case the agency shall utilize the tertiary contractor).  In no event shall a contractor be selected under category 1 “Project Management/Project Oversight, for a project in which that same contractor is providing services under a different category of consulting services for that project (i.e., the contractor hired for developing a software application cannot perform project oversight on their own project developing services); or

 e. The state agency desires for the primary, secondary and tertiary contractors to all submit a draft Project Assessment Quotation for the agency’s review and selection.  In such instances, the agency will advise the contractors when sending out their PAQ request, what evaluation criteria will be utilized to evaluate the PAQ responses.  However, state agencies will attempt to insure such evaluation criteria do not unduly restrict or hinder the contractor’s ability to utilize their proposed M/WBE subcontractors. In such event, before providing work on the project, the selected contractor must receive a properly authorized Purchase Order except the state agency may authorize an obligation of less than $3,000.00 pursuant to the terms of the contract without the official encumbrance of funds (i.e. without the issuance of a properly authorized Purchase Order).  

4.2
In multi-vendor environments, ITSD and DPMM strongly encourage agencies to utilize competitive PAQs pursuant to item e listed above.  When requesting competing PAQs, the PAQ guidelines are as follows:    

· Step 1:  Agency Seeks/Obtains ITSD Approval To Proceed
For consolidated agencies, approval from ITSD is needed prior to agency sending PAQ request to contractors.  A copy of a draft PAQ request needs to be sent to Ron Thomas of ITSD for approval.
· Step 2:  Agency Requests PAQ from All Contractors, Identifies Evaluation Criteria

The agency’s designated Project Director will present a written request for each PAQ to the contractor, in a standard format similar to one of the PAQ templates included in this document and specify the due date/time for the contractor’s response.  The agency’s request needs to explain in detail the scope of the project and the tasks the agency desires the contractor to perform, including applicable business and technical specifications.  The state agency also needs to specify whether the work is required to be performed on-site or off-site.  The evaluation criteria and corresponding evaluation weight must be predefined and included in the PAQ request.  

· Step 3:  Contractors Prepare PAQ Response

The contractors respond (within a prescribed number of days mutually agreed upon by the state agency and the contractor) to each such PAQ request from the agency’s designated Project Director with a PAQ which provides a statement of cost (based upon the hourly/daily rates specified on the pricing pages) and time, technical and strategic alternatives, and solution recommendations.  The contractor’s response also needs to respond to the established evaluation criteria.
· Step 4:  Agency Evaluates PAQ Responses According to Criteria and Selects Contractor
Agency needs to document their evaluation and rationale for selecting the respective contractor.  
· Step 5:  Contractor Prepares Final PAQ, Making Any Agency Requested Minor Changes
Contractor provides agency with a final, signed PAQ indicating their formal offer to provide the services specified according to the PAQ and contract requirements, terms and conditions.

· Step 6:  Agency Approves Final PAQ

The contractor and the agency’s designated Project Director indicate mutual acceptance of the final PAQ by signing and dating the final PAQ.  If consolidated agency, the agency’s designated Project Director (1) retains one signed copy, (2) sends a copy to contractor and (3) sends a copy to Ron Thomas in ITSD.  Ron will copy the Division of Purchasing and Materials Management for inclusion in the contract file. 

If not consolidated agency, the agency’s designated Project Director (1) retains one signed copy, (2) sends a copy to contractor and (3) sends a copy to the Division of Purchasing and Materials Management for inclusion in the contract file.

· Step 7:  Agency Authorizes Contractor To Proceed With Project Work
An approved final PAQ alone does not constitute an authorization to proceed with project work.  Before proceeding with project work, the contractor needs to receive a properly authorized purchase order or other form of authorization given to the contractor at the discretion of the state agency.   Project work will include the contractor’s completion of the tasks identified in the final PAQ.  
· Step 8:  Agency Formally Accepts Contractor’s Project Work, Deliverable By Deliverable
Upon the completion of each deliverable by the contractor, the contractor notifies the agency’s designated Project Director in writing and submits an invoice in accordance with the PAQ approved by the agency’s designated Project Director.  The agency’s designated Project Director reviews, approves and formally accepts or rejects the respective deliverable in accordance with the turnaround time outlined in the PAQ.  Formal acceptance should not be unreasonably delayed or withheld by the state.
· Step 9:  Agency Pays Contractor According To Deliverable Milestones
Project costs for the PAQ project work are reimbursable upon formal acceptance by the agency’s designated Project Director in accordance with the milestones for compensation outlined in the PAQ. 

5.
PAQ CONTENTS:
5.1
The final PAQ needs to include:

1.
contact information;

2.
contract number; 

3.
project title;

4.
final PAQ issue date;

5.
a detailed itemization and description of all of the project tasks which shall be completed by the contractor (i.e. project work), including requirements for and specified frequency of any required status reports; the specified project tasks and deliverables must be clearly stated and must be quantifiable;
6.
identification of the specific tasks within each component of the PAQ which must be completed by state agency personnel;
7.
performance metrics;

8.
the firm, fixed total number of project hours for each of the contractor’s personnel classifications assigned to the project and the firm, fixed cost for services (based upon the hourly/daily rates specified on the pricing pages for the specified personnel classifications) and (if applicable – e.g. NGN) firm, fixed price for products;
9.
detailed completion schedule for each task/component of the project work;

10.
mutually agreed upon turnaround times for the agency’s designated Project Director to review, approve and formally accept or reject the components of the contractor’s project work in accordance with the approved final PAQ;

11.
mutually agreed upon milestones for compensation of project costs for the contractor’s project work, including any mutually agreed upon holdbacks for specified deliverables and holdback release time frames for specified deliverable completion;

12.
signature and date lines for both the contractor and the agency’s designated Project Director to signify approval.   
6.
PAQ LIQUIDATED DAMAGES:
6.1
If supported by the subject contract and with prior approval of the Division of Purchasing and Materials Management, the state agency may include liquidated damages provisions in a given PAQ request for projects over $100,000 with critical deadlines for deliverables and/or where timely reporting is essential to a given project’s success.  In the event liquidated damages are stipulated, the contractor shall understand and agree to the following provisions:
a.
In order to satisfactorily adjust the damages which the State of Missouri may suffer on account of the contractor's failure to provide the specified deliverables or services according to the dates and timetable specified in the agency’s PAQ and the contract (the parties hereto realizing that it might be impossible to compute accurately or estimate the amount of such loss or damages which the State of Missouri would sustain by reason of any such failure), the contractor hereby covenants and agrees to pay the State of Missouri, as and for liquidated damages, without proof of actual or specified loss, the dollar amount per day specified in the final PAQ, not to exceed $100/day for each and every working day,  during which the work required to be completed is incomplete for a maximum of 100 days.  Any sum which may be due to the State of Missouri for such damages shall be deducted and retained by the State of Missouri from any balance which may otherwise be due the contractor.  Payment of liquidated damages, however, shall in no event impair the obligation or liability of the contractor's surety to perform according to the terms of its bond and the contract.

b.
If the contractor has met all of its responsibilities and the deliverable is not delivered and accepted and/or the specified service is incomplete because of problems outside of the contractor's responsibilities as determined by the State of Missouri, the contractor will not be subject to these liquidated damages.

7.
PAQ PERFORMANCE SECURITY DEPOSIT:

7.1
If supported by the subject contract and with prior approval of the Division of Purchasing and Materials Management, the state agency may include a requirement for a performance security deposit in a given PAQ request for projects over $100,000 with critical deadlines for deliverables and/or where timely reporting is essential to a given project’s success.  In the event a performance security deposit is required, the contractor shall understand and agree to the following provisions:
a.
If required by the PAQ, the contractor must furnish a performance security deposit in the form of an original bond issued by a surety company authorized to do business in the State of Missouri (no copy or facsimile is acceptable), check, cash, bank draft, or irrevocable letter of credit to the Office of Administration, Division of Purchasing and Materials Management prior to performance of service under the PAQ.  The performance security deposit must be submitted with a cover letter or copy of the applicable PAQ for identification purposes.  The contract number and PAQ Number, Requesting Agency Name and Project Name/PAQ Title must be specified on the performance security deposit.  The contractor shall maintain the validity and enforcement of the performance security deposit for the duration of the PAQ.

b.
Another acceptable form for any performance security deposit required by a PAQ which the contract may submit in lieu of any of the forms noted above shall be a valid Errors and Omissions Insurance Policy for the given PAQ.  The policy must be issued by an insurance company authorized to do business in the State of Missouri in an amount sufficient to protect the State of Missouri against any direct loss, direct damage and/or expense related to his/her performance under the PAQ.  The Errors and Omissions Insurance Policy must be submitted to the Office of Administration, Division of Purchasing and Materials Management prior to performance of service under the PAQ.   The Errors and Omissions Insurance Policy must be submitted with a cover letter or copy of the applicable PAQ for identification purposes.  The contract number and PAQ Number, Requesting Agency Name and Project Name/PAQ Title must be specified on the Errors and Omissions Insurance Policy.  The contractor shall maintain the validity and enforcement of the Errors and Omissions Insurance Policy for the duration of the PAQ.

8.
INVOICING AND PAYMENT:
8.1
Invoices and payments are made pursuant to the contract provisions and the PAQ payment milestones.  Some contracts include travel expenses in the hourly rates while other may allow reimbursement of travel and expenses in addition to the contract pricing.  If the subject contract allows reimbursement of travel and expenses, the contractor may be reimbursed for actual and reasonable expenses in accordance with the Office of Administration’s travel regulations (1 CSR 10-11).  The contractor should submit the original receipts for lodging, meals, airfare, mileage etc., to the requesting state agency in order to be reimbursed for incurred expenses.  The state reserves the right to assess the reasonableness of the contractor’s travel expenses in accordance with the Maximum Per Diem Rates for lodging, meals and incidental expenses specified for the state of Missouri on the General Services Administration (GSA) web site, www.policyworks.gov.  In the event the contractor’s travel expenses for lodging and meals are determined by the state to be unreasonable, the state reserves the right to reimburse the contractor in accordance with the maximum rates specified for Missouri on the GSA web site. 

9.
POTENTIAL SHORTFALLS:
	POINTS OF FAILURE
	APPROPRIATE ACTION

	Absence of clearly defined deliverables.
	Clearly defined deliverables so that all parties know what constitutes an acceptable deliverable

	Pricing not tied to deliverables (i.e. time and materials; monthly payments).
	Deliverable-based pricing so that no payments are made until each specific deliverable is completed by the contractor and accepted by the state agency.

	Staff augmentation. 
	Project based work. Staff augmentation is prohibited under most contracts and becomes subject to the IRS and Department of Labor laws pertaining to “contract employees.”  Instead the state agency should carve out a definable project for the contractor to handle

	Asking contractor to make changes to the project without formally amending the PAQ.
	Changes to the PAQ must be formalized in writing as an official revision to the final PAQ so that applicable adjustments in scope, deliverables, and price can be made.  Neither the original PAQ and Changes to the PAQ shall exceed the scope of the contract. 

	Not following or enforcing PAQ.
	The PAQ must be written within the contract scope and project work under the PAQ must be within the scope of the PAQ.   Project work provided outside the project scope shall not be invoiced or paid unless a change to the PAQ is appropriate and agreed upon. 

	Letting performance problems linger without proper documentation to contractor and to OA-DPMM if contractor not curing.
	Monitor contractor’s performance in accordance with the PAQ and address performance problems in writing in a timely manner.  Unresolved performance problems should be escalated to DPMM in timely manner.

	Absence of central point of responsibility/project manager for either/both parties.
	Each party should identify a qualified Project Manager who has decision making authority on the majority of issues that arise.


10.  PAQ FORMATS:

PAQ SAMPLE TEMPLATE
	Contract No:
	PAQ No:

	PAQ Title:
	Final PAQ Sent to DPMM Date:

	State Agency:
	Final PAQ Issue Date:

	Agency Address:
	PAQ Request Date:

	Agency Project Manager:
	Phone:  (         )          -              / Email:

	Contractor Point of Contact: 
	Phone:  (         )          -             / Email:  

	Contractor Name:
	Phone:  (         )          -              / FAX:  (         )          -              

	Contractor Address:
	List / Description of Attachments:

	

	PROJECT GOAL/OBJECTIVES:

(Describe or add attachments)



	PROJECT APPROACH/SCOPE OF WORK:

A detailed itemization and description of all of the project tasks which shall be completed by the contractor (i.e. project work), including requirements for and specified frequency of any required status reports; the specified project tasks and deliverables must be clearly stated and must be quantifiable.  List any Attachments.


	ON-SITE WORK HOURS:  

(Specify the work day start time and end time such as 8:00 a.m. to 5:00 p.m. Monday – Friday, excluding state holidays.  Indicate any after-hours requirements and building access security measures)



	PROJECT ASSUMPTIONS:

(Describe or add attachments)



	LIST OF DELIVERABLES:

(Describe or add attachments)


	(Describe any acceptance criteria for deliverables)

	AGENCY TASKS/RESPONSIBILITIES:

(Describe or add attachments)


	

	PROJECT TIME LINE/WORK PLAN: 

( At a minimum must include information pertaining to: Actual Start Date/Actual End Date/Target Start Date/Target End Date/Task Description/ Task Duration/ Responsible Resource/Variance based on Actual & Target Dates with notes describing reasons for Variance/ Project Sign-Off Acceptance Criteria/ Project Acceptance Signatures).  List any Attachments.
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	PAQ Title:
	PAQ #:


Project Budget Calculations:

	Consultant 

Classification Title
	On-Site 

Non-Local 

Per Hour Rates to Include Travel Expenses
	
	On-Site Non-Local Consultant Total Project Hours
	
	On-Site/Off-Site Consultant  Per Hour Rates 

No Travel Expense Allowed.
	
	On-Site/Off-Site Consultant (No Travel Expense)

Total Project Hours
	
	Total

	
	$ 
	x
	  Hours
	+
	$ 
	x
	  Hours
	=
	$ 

	
	$
	x
	  Hours
	+
	$
	x
	  Hours
	=
	$

	
	$
	x
	  Hours
	+
	$
	x
	  Hours
	=
	$

	
	$
	x
	  Hours
	+
	$
	x
	  Hours
	=
	$

	
	$
	x
	  Hours
	+
	$
	x
	  Hours
	=
	$

	
	$
	x
	  Hours
	+
	$
	x
	  Hours
	=
	$

	
	$
	x
	  Hours
	+
	$
	x
	  Hours
	=
	$

	Total:
	$


	PAYMENT MILESTONES

	Description of Milestone 


	Dollar Portion of the Total Price (above) applicable to Stated Milestone



	1. 
	$

	2. 
	$

	3. 
	$

	4. 
	$

	5. 
	$

	6. 
	$

	7. 
	$

	TOTAL:
	


	SIGNATURE REQUIRED

	ITSD Signature Authorization to Proceed (if applicable):
	____________________________________________  DATE: ______________      

	Agency Signature Authorization to Proceed:
	____________________________________________  DATE: ______________      

	Contractor Signature Authorization to Provide Services:
	 ____________________________________________  DATE: ______________      
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