1. Glossary of Terms
A clear understanding of terms used in the contracting field is essential to ensure that government officials and employees maintain exacting communications between themselves and their internal customers, contractors and prospective contractors. To ensure that improper use of contracting terms does not result in confusion leading to such avoidable problems, this appendix provides definitions for contracting terms used throughout Government Contracting: Promises and Perils. Relatively brief definitions are provided in this appendix; however, a thorough discussion of the more significant topics is provided in the book.  

Addendum is the term used to describe the instrument used to make changes to an RFP or any other type of solicitation after the solicitation has been sent to prospective contractors and before contractor responses are due. 

Advance Contract Planning represents planning conducted in advance of efforts to draft the solicitation sent to prospective contractors to determine their interest in competing for a contract to provide the needed products, services, or capital project. This planning is not considered as advanced contract planning because certain government entities have a long history of carefully planning their procurement efforts before they begin drafting the solicitation. Other terms that may be used in lieu of advance contract planning are “advance procurement planning” and “acquisition planning.”

Affirmative Action Programs can be differentiated from equal opportunity programs in that contractors that are targeted for a particular affirmative action program may be awarded a contract despite the fact that competing non-targeted companies may have proposed lower pricing, higher quality products or services and/or earlier product delivery or project completion.

Agency Official is a term used to describe any government elected or appointed official or employee who is involved in the contracting process or has been designated to review and/or execute contracts.

Agency Representative is a term that is synonymous with Agency Official.

Agreement is occasionally used in the book as a synonym for contract.

Allocable Costs are those costs that pertain to the contracting agency’s contract or project.  Costs that are expended to support one contract are not allocable to another contract.  

Allowable Costs (See Unallowable Costs)

Amendment is the term used for the most formal type of modification to a contract.  Amendments are normally staffed, reviewed and executed in the same manner as contracts.  However, some agencies permit limited staffing and execution at a lower organizational level for amendments below a certain value or percentage of the total contract price. Some government entities require the less formal change orders to be formalized at some subsequent time by an amendment. In this case, several change orders may normally be formalized by a single amendment. 

BAFO (See Definition for Best and Final Offer) 

Best and Final Offer is the term used to describe a basic approach to negotiations in which the agency asks one or more of the prospective contractors to submit a “final” revision to their proposal. In some cases the agency may provide a revised scope of work or other contract changes that is considered when the contractor(s) prepares their BAFO(s).

Bids are responses received from prospective contractors or suppliers in response to invitations for bids (IFBs) released by government entities. Like quotations or quotes, bids are typically prepared by completing blanks on a bid form that was prepared by the contracting agency. The information provided by the prospective contractors on the bid form is similar to that information provided for quotations or quotes; however, it may include added information that is required based on high dollar value projects solicited via IFBs as opposed to low dollar projects solicited via requests for quotations (RFQs). Unlike proposals, statements of qualifications and quotations or quotes, bids are opened publicly and the prices are read aloud for all to hear. Bids are normally recorded on a spreadsheet and copies of the spreadsheets are also considered as public information that can be provided to anyone who submits a request or provides a self addressed stamped envelope.

Bilateral refers to signing, or executing, a contract or modification thereto by both parties to the contract. In state or local government contracting, all contracts and modifications thereto are normally required to be bilateral documents.  

Billing Rates in not-to-exceed price contracts or cost reimbursement contracts are typically hourly rates for each applicable employee classification, an amount certain for each mile driven such as $.50/mile or reimbursement at the then current rate allowed by the applicable taxing authority, meals and hotel expenses can be reimbursed at a per diem rate such as $50.00/day for meals and $150/day for hotels or at actual cost. When certain rates are based on actual costs, it is possible to include a ceiling cost to ensure that contractor employees do not select luxury accommodations and expensive restaurants.  

Boilerplate (See Contract Boilerplate) 

Boondoggle is the term for a visit or trip by a government official or employee, funded by a contractor or the government, which is of no real value to the government or the constituency but is primarily for the personal enjoyment or pleasure of the traveler.

Cash Discounts are frequently offered by contractors to ensure that invoices are paid in a timely manner.  An example of payment terms when a cash discount is offered is “2% 15, Net 45.” This indicates that the contracting agency may deduct 2% from the invoiced price if payment is made within 15 days of receipt of the invoice and products and services, and that if the payment is not made within 15 days the full amount of the invoice is due within 45 days of receipt of the invoice and products or services.  

Change in Scope occurs when the work to be performed by the contractor is modified from the original scope of work by the parties to the contract. The details of the change in scope, and possibly associated changes to the price and/or schedule, are normally negotiated by the contracting parties and formalized through a written contract amendment.  

Change Order is one type of a modification to a contract that is normally used to authorize a change in the scope of work. A change order is used when the is insufficient time to staff the more formal contract amendment. Change orders can normally be approved, within certain price parameters, at a lower organizational level than the original contract.

Chief Elected Official is the term to describe the ranking elected official for a particular jurisdiction such as the governor of a state or mayor of a city.

Competent Parties means that all the parties to the contract are mentally competent and of legal age.

Conflict of Interest, Actual occurs when some action certain by a government representative directly, or is reasonably certain to, results in a financial benefit or avoidance of a financial detriment to the government representative, a relative or company with which the government representative or her or his relative is associated.
Conflict of Interest, Apparent (or Perceived Conflict of Interest) occurs when there exists a business or contractual relationship or activities that may be viewed by a prudent business person as a conflict of interest. An apparent conflict of interest normally refers to an organizational conflict of interest.

Conflict of Interest, Potential (or Possible Conflict of Interest) occurs for a government representative when some action certain by a government representative results in a financial benefit or avoidance of financial detriment to the government representative, a relative or a business with which the government representative or her or his relative is associated.
Consideration is established when each party is bound by their promises that constitute a bargain for exchange. However, being bound to perform some preexisting promise does not constitute consideration.

Constructive Change Order is the term for an unauthorized verbal or oral act or omission that adds to a contractor’s work scope. Boilerplate contract provisions generally state that all contract amendments shall be in writing and signed by the contracting officer in advance. However, it is likely that constructive change orders are enforceable if a government employee with apparent authority directs a contractor in writing or orally or by omission to perform beyond the scope of work.

Contract is the term used for an agreement that is legally enforceable, and reflects the relationship between two or more parties for a specific time period. Contracts are normally crafted to identify potential risks and describe how these risks are to be mitigated. There must be a meeting of the minds wherein there is no ambiguity with respect to the understanding of the parties regarding the nature of the agreement. Contracts must include an offer, acceptance, consideration, competent parties and a legal purpose.

Contract Boilerplate (or Boilerplate) refers to standard terminology which does not normally vary regardless of the nature of the products or services for which proposals are being solicited. Standard terms and conditions are an example of boilerplate.

Contract Completion occurs when all the tasks required of the contractor, including final reports, have been completed, and all tasks required of the contracting agency, including final payment, have been completed. This differs from a Notice of Completion that is typically issued upon completion of the contractor’s portion of the work for construction contracts, and final payment is normally withheld until a specified number of days following the Notice of Completion.

Contract Execution refers to the signing of a contract by an individual duly authorized to bind and commit her or his company or organization to the provisions of the contract being signed. Signature by staff personnel such as legal counsel to indicate concurrence that a contract is sufficient as to form does not constitute execution of a contract. A contract that is executed by all parties to the contact is considered to be fully executed.

Contract Term (Period of Performance) is the phrase used to indicate the beginning and ending date of the work to be performed by the contractor.  

Contracting Agency is used synonymously with government entity.  

Contractors are private sector companies or individuals that provide products or services to government entities on a contract basis.  

Convenience Terminations are made to discontinue work on a contract when one party to the contract has not defaulted. Absent a convenience termination clause in a contract, one party cannot normally terminate a contract for convenience without the consent of the other party. Provisions for convenience terminations may be constructed to provide this option to just one or to both of the contracting parties.

Cost Elements in not-to-exceed price contracts or cost reimbursement contracts typically include hourly rates that may differ for various employee classifications such as senior analyst or administrative support personnel, mileage rates for vehicles, per diem rates for meals and hotel expenses. Cost elements in firm fixed price contracts may be fixed payments paid for milestone completion or a fixed periodic payment that is invoiced monthly during the term of the contract.  

Cost Growth occurs when a change in scope results in a bilateral amendment to the contract that increases the target cost and fee. Such a change in scope agreed to by both parties to the contract is considered as cost growth and not a cost overrun. By contrast, an overrun occurs when the contractor expends funds in excess of the target cost without an associated change in scope or contract amendment.  

Cost Plus a Percentage of Cost (CPPC) contracts are unlawful in federal contracting and in some states as well. The American Bar Association (ABA) also recommends the prohibition of CPPC contracts. CPPC contracts provide for reimbursement to the contractor for allowable and allocable costs plus a predetermined percentage of those costs. A cursory analysis of CPPC contracts might conclude that they are not significantly different than CPFF contracts.  However, there is a significant difference between CPPC and CPFF contracts.  When CPFF contractors overrun their contracts the fee remains fixed. Therefore, the CPFF contractor’s fee as a percentage of the costs is reduced when they experience a cost overrun and this reduction in the fee as a percentage of actual costs acts as an incentive to control costs. Contrast this to a CPPC contract wherein greater contractor expenditures result in higher fees, thus higher profits.

Cost Plus Award Fee (CPAF) contracts are similar to CPIF contracts except that they do not use an exact formula for determining the amount of the fee. CPAF contracts typically include goals or criteria on which the award fee is based. The award fee factors may be established at the inception of the contract for the first phase of the period of performance which might be, for instance, the first six months of the contract term. Long-term CPAF contracts typically provide for adjustments to the factors on which the award fee is based. At the end of each award period, the contractor submits a document that supports the award fee at the level at which the contractor feels that it deserves. The contracting agency typically reviews the contractor’s submittal, evaluates the contractor’s performance with respect to the award fee factors and then unilaterally determines the amount of the award fee.  

Cost Plus Fixed Fee (CPFF) contracts provide for reimbursement of the contractor for allowable and allocable costs plus a fixed fee that is determined at the inception of the contract. In the event that the contractor overruns the target cost, the fixed fee is not decreased. Likewise, a contractor underrun of the target cost does not result in an increase to the fixed fee. However, if the contract is amended due to a change in scope, the fixed fee is normally increased or decreased in proportion to the increase or decrease in the target cost. The fee normally established for US federal contracts cannot exceed 10% of the estimated cost for CPFF contracts; however, the maximum is 15% for experimental, developmental, or research and 6% of estimated construction costs for architect-engineering CPFF contracts.

Cost Plus Incentive Fee (CPIF) contracts provide for reimbursement to the contractor for allowable and allocable costs plus an incentive fee that is based on a formula determined at the inception of the contract. The incentive normally includes cost containment, and may include other factors such as technical characteristics.  

Cost Reimbursement Contracts, unlike fixed price contracts, reimburse the contractor based on predetermined rates for products or services that are priced on the basis of real or expected efforts to support completion of requirements specified in the contract. Just as with the fixed price contracts, the definitions for cost reimbursement contracts are generally based on the definitions for contract types contained in the FAR. Cost reimbursement contracts are not appropriate unless the contracting agency is prepared to employ considerably more resources during contract negotiations and contract administration than they normally employ for fixed price contracts. Additionally, cost reimbursement contracts are not recommended for award to contractors that do not have sophisticated accounting systems that provide the capability to track contract or project costs at a task level. The FAR also includes an extensive list of unallowable costs. Some examples of costs that are unallowable according to the FAR include entertainment, advertising, taxes, interest, labor relations and losses on other contracts. Including provisions for unallowable costs in contracts necessitates more than a mere listing of costs that are unallowable. For example, advertising costs that are considered unallowable are likely be limited to product advertising while advertising to recruit employees or to announce upcoming procurement opportunities are normally be allowable. Government entities that permit cost reimbursement contracts might consider establishing categories of costs that are or are not reimbursable. If unallowable costs are not defined in cost reimbursement contracts, agencies may be embarrassed by some categories of costs that they are required to reimburse.

Counter Offer means that the party receiving the offer expresses an interest in accepting the offer with conditions. However, the existence of the conditions actually constitutes a rejection of the offer that was received and the expression of a new offer.  If the party making that counter-offer has his or her counter-offer rejected, he or she cannot then merely accept that original offer. The original offer that was rejected by the counter-offer can no longer be considered. Of course, the party that had their counter-offer rejected may then indicate that they now wish to accept the original offer. If the party that had made the original offer again agrees to the terms of their original offer without further condition, then acceptance has occurred.

Courtesy (See gratuity)

Debarred refers to contractors that have been excluded from government contracting and government approved subcontracting for a specified time period.

Default Termination is the term used to describe the termination of a contract by one party to a contract due to the other contracting party’s failure to perform its contractual obligations. Ideally, the contract outlines the steps needed to terminate a contract for default. Typically, the party that is considering taking action to terminate a contract for default notifies the other party of this intent by providing a show cause notice that includes a period of time for the contractor in default to show cause why it would be preferable for the contract to remain in place. If the party receiving the show cause letter fails to respond within the time period stated in the letter, the contract may be terminated for default. If the other party to the contract responds by stating the actions they plan to cure their failure to perform, the party issuing the show cause letter then evaluates the merits of the plan to cure the failure. If the plan is accepted, contract performance continues. If the plan is determined to be inadequate, the contract is terminated for default. If the party that initiated the default termination by issuing a show cause notice does not feel confident that its default termination will be upheld or is reluctant to incur the costs associated with pursuing a default termination, that party may elect to terminate the contract for convenience.

Definitive Contract is a term used to describe a fully executed, fully staffed contract that incorporates all the elements of a contract including a complete understanding of the risks and responsibilities assumed by the parties to the contract. A definitive contract is generally used as the successor for a letter contract that was intended to remain effective for a limited time period. Fully staffed contracts awarded routinely are also considered as definitive contracts; however, that term is normally not used unless the definitive contract is intended as a replacement for a letter contract.

Equal Opportunity Programs involve outreach efforts to discover prospective contractors that historically have had less than full access to government contracting opportunities. Contractors may be included in equal opportunity programs because they are small minority-owned, woman-owned, veteran-owned or belonging to any other category for which an equal opportunity program has been established. Equal opportunity programs usually provide outreach efforts to identify such companies and offer them the opportunity to compete with traditional contractors, but do not afford any competitive advantage with respect to price, quality or schedule adherence. Equal opportunity programs are normally established on the assumption that management of small, minority-owned, woman-owned or other identified categories of contractors is not inherently less qualified to compete with more traditional contractors in a capitalistic environment. Therefore, to succeed as government contractors they only need be given the opportunity to compete. It is assumed that targeted companies do not require a competitive advantage that is considered unfair by traditional contractors and the citizenry.  

Evaluation Criteria (or Selection Criteria) are the factors considered for evaluation of proposals to select the successful contractor from amongst the competing contractors. Evaluation criteria are normally described in the solicitation to permit the prospective contractors to understand the basis for selecting the successful contractor by the contracting agency. When evaluating proposals it is essential to base the selection of the successful contractor solely on the evaluation criteria stated in the solicitation. Therefore, great care is required to ensure that the evaluation criteria included in the solicitation measures significant and relevant attributes for a contractor with the desired attributes. In the event that an unsuccessful contractor protests the contract award or recommendation for award, proposal evaluation team records that indicate strict adherence to evaluation criteria in contractor selection helps defend the contractor selection being challenged by an unsuccessful contractor.  

Execution (See Contract Execution)

Fair Pricing refers to pricing that enables a contractor to recover their allowable and allocable direct and indirect costs and earn a reasonable profit.

Firm Fixed Price (FFP) contracts are contracts wherein payment is based on completion of milestones or all the tasks in the scope of work without providing performance or other types of incentives developed to encourage the contractor to provide a product or service that exceed the minimal specifications developed by the contracting agency or for delivery in advance of the contractual delivery date.  

Fixed Price Contracts are those contracts wherein payment to the contractor is based on a fixed price to be paid to the contractor for completion of specific elements of the scope of work or for completion of the entire contract requirements.  

Fixed Price Incentive (FPI) contracts are similar to firm fixed price contracts with the exception that the contract terms may include monetary incentive payments in event that the contractor exceeds the specifications or delivers the described product or service by some date certain.

Flow Down Terms and Conditions may be required if the contracting agency is awarding a contract in support of a grant or contract awarded by a state to a county, city or district or awarded by a federal agency to a state, county, city or district. Oftentimes grants, state contracts and federal contracts include terms and conditions that are required to flow down to all government contracts awarded in support of that grant or contract.

Fully Executed Contract is a term used to describe a contract that has been signed for all parties to the contract by representatives authorized to commit their respective organizations.

Governing Body is the phrase used to describe the county board of supervisors, city council, district board or any other entity that governs a particular local government entity.

Gratuity is the term that describes any payment of anything of monetary value in the form of cash, travel, entertainment, gift, meal(s), lodging, loans, subscriptions, conference fees, advances, deposits of money, services, employment or promises of employment, contracts of any kind, or any other article or intellection having present or future pecuniary benefit, or other items of value to government representatives in the hopes that the government representative will treat the contractor favorably. Government entities normally limit the value and frequency that gratuities may be accepted by government representatives.

Incorporation of documents in addition to the contract itself is essential to ensure that documents accompanying or attached to the contract are enforceable. Merely attaching additional documents to a contract does not make the provisions of those attachments enforceable upon the contractor. To ensure that the provisions of the attachments are enforceable, attachments are incorporated in the contract by identifying the attachment by attachment number, title, date and/or other identifying information and then following that description with phraseology similar to “which is attached to and incorporated in this contract.” A contractor’s proposal is sometimes incorporated in a contract. This can be beneficial since it renders all the contractor’s promises in their proposal to be a part of the contract. However, there can also be detrimental effects since undesirable provisions of the proposal also become a part of the contract. Hopefully, the detrimental effects are minimized by placing the proposal lowest in precedence in the event of conflicts between contract provisions.  However, an undesirable provision that does not conflict with other contract provisions becomes a part of the contract regardless of the precedence assigned to the contractor’s proposal if the proposal is incorporated in the contract.  

Incorporation by Reference is similar to the incorporation defined above with the exception that the actual document is not attached to the contract. Documents cannot be incorporated by reference unless they are readily available to all parties to the contract. Acceptable phraseology for incorporating documents by reference includes “which is incorporated in this contract by reference.”

Indemnification provisions typically require one or both parties to a contract to accept responsibility for loss or damage to a person or entity and to compensate the other party for losses or expense incurred that arise out of, or in connection with the other party’s negligence or willful misconduct.

Insurance provisions typically describe the types of insurance coverage and limits of liability for insurance policies that must be maintained by the contractor during the entire term of the contract. Typical types of required insurance coverage are general liability, automobile coverage and workers’ compensation. Professional liability coverage is also required if the contractor is expected to provide professional services such as legal, engineering, architectural, accounting or the services of similarly trained professionals.

Internal Customers are other employees of the contracting agency who rely on the contracts professional to provide guidance in contracting matters.  

Invitation for Bids (IFB) is a formal solicitation normally used to solicit bids for high dollar value capital equipment or construction work. IFBs are normally not used to solicit bids for services.  However, there are certain grants that require solicitation for services with IFBs. If solicitation by IFB is a condition of a grant, then compliance with grant terms requires adherence to the need to use an IFB to solicit bids for the specified services. IFBs solicit bids that are opened publicly, and result in award of a contract to the responsive, responsible contractor with the lowest price. When grants require solicitation through an IFB, an IFB template is normally provided by the granting agency for use by the government.

Legal Purposes means that the nature of the products or services being contracted can be performed legally in the jurisdiction where the contract shall be construed and interpreted.    

Letter Contract is the term used for an agreement that must be executed prior to the time required for a formal contract to be staffed through normal channels. Letter contracts normally include all the features (such as terms, start and end dates and a not-to-exceed price) that the parties can agree to at the time that the letter contract is executed. Letter contracts normally include provisions that cause them to expire after a certain specified time period with the expectation that they are replaced by a definitive contract on or before the expiration date.

Level of Effort contract refers to a type of contract where the contractor is engaged to provide a number of hours of a specified service at contractual billing rates. Such contracts typically have a firm fixed price or a not-to-exceed price.

Life Cycle Cost refers to the initial price as adjusted during the term of the contract, plus all other agency costs associated with the project such as the incremental cost of personnel, training, materials, project phase out or any other applicable project costs not included in the contract.

Local Government Agency is the phrase used to describe the county, city or district that contract with private sector companies or individuals to provide products or perform services for the local government agency.  

Model Contract is the phrase used to describe a contract that is included in the solicitation and is identified as the contract document essentially in the form of the contract that the contracting agency intends to award to the successful contractor. Model contracts ideally include the contracting agency’s standard terms and conditions, insurance requirements, and the scope of work. Including a model contract in the solicitation and advising the prospective contractors that the contracting agency intends to award a contract essentially in the form of the model contract helps to derail the contractors’ attempts to enter into a contract in their format with their terms and conditions. Contractors’ terms and conditions often favor the contractor and may require extensive negotiations to render them acceptable to the contracting agency. The model contract includes all the essential elements of the contract awarded to the successful contractor such as offer, acceptance, consideration competent parties and a legal purpose.  

Modification is the generic term for any alteration to a contract. Modifications are generally limited to amendments and change orders.

Negotiations are considered to be undertaken when the contracting agency enters into discussions with a prospective contractor or successful contractor to attempt to modify the price, schedule, terms and conditions or any other element of the contractors’ proposal or resultant contract. Solicitations often include a statement by the contracting agency to advise prospective contractors that the contracting agency may enter into negotiations or to award a contract based on the initial proposal without conducting negotiations. When such a statement is included in the solicitation, the prospective contractors are normally advised to include their best pricing and other terms and conditions in their initial proposal.

Nondiscrimination Clauses may flow down from federal or state contracts or grants, and may be included in the government’s standard terms and conditions. The categories of characteristics that cannot be subject to discrimination in providing products or services or in employment practices typically include race, color, national origin, religion, age, sex, and physical or mental disability. Early, obsolete versions of nondiscrimination clauses referred to disabilities as handicaps. However, the terms “handicap,” handicapped” or “handicaps” are obsolete. There is an admonishment against use of such terms in the Code of Federal Regulations (CFR) as such terms are considered to be, “overlaid with stereotypes” or invoke “patronizing attitudes, and other emotional attitudes.”

Not-to-Exceed refers to a ceiling price that cannot be exceeded except when the contract has been amended to increase the NTE price.

NTE (See definition for Not-to-Exceed)

Offer means the communication of one party’s willingness to enter into a contract that shall be binding if accepted by the party to which the offer was made.

Offeror is the term used to describe a person or organization making an offer.

Overrun of cost occurs when the contractor expends funds in excess of the original target cost in the absence of a change in the scope of work. See the definition of cost growth to differentiate between these two terms. 

Payment Terms in contracts typically describe the frequency in which the contractor may submit invoices, the cost elements and billing rates at which costs may be invoiced for level of effort, not-to-exceed price and cost reimbursement contracts, the time in which the contracting agency must pay the invoices and cash discounts that may be taken if payments are made expeditiously. However, the payment terms may be less complex and merely indicate that the full contract price is paid upon completion of the contract work. When no cash discount is offered by the contractor, payment terms are typically expressed as “Net 30” which indicates that the full amount of the invoice is due 30 days after the invoice and products or services are received by the contracting agency.  

Preamble refers to the first section of the contract that identifies the contracting parties and their intent to enter into a contract. The effective date of the contract is often included in the preamble.

Price refers to the initial contract price paid to the contractor. This price may be increased or decreased through contract amendments based on changes in the scope of work. Price does not normally include agency personnel costs, training or materials not provided by the contractor, contract phase out or other miscellaneous project costs not included in the contract.

Private Sector includes companies, corporations, partnerships, sole proprietorships, individuals, consultants or other non-government entities.

Professional Services Contract is the term for an agreement for the furnishing of professional services. Professional services are those services provided by an engineer, architect, attorney, accountant, professor, consultant or a professional in another field that requires equivalent education and experience.

Proposal Evaluation Team membership is typically comprised of employees from the contracting agency’s department that requires the services or products from the contractor. In some cases consultants, who themselves are on contract, may also serve on the proposal evaluation team. Contracts or Purchasing personnel are also frequently members of proposal evaluation teams. The departments participating on the proposal evaluation team are normally identified in the solicitation. A chairperson is typically designated for each proposal evaluation team. The proposal evaluation team opens the proposals, evaluates the proposals based on the evaluation criteria, and either selects the successful contractor or recommends a contractor to the source selection authority, governing body or chief elected official for approval and award of the contract.  

Proposal Format is the phrase used to describe the contracting agency’s prescribed organization of proposals submitted in response to an RFP. Specification of topics presented in the proposal that have a direct relationship to the evaluation criteria simplify the work of the proposal evaluation team and helps ensure that the prospective contractors are treated equally. Specifying the sequence of the presentation of topics also simplifies the efforts of the proposal evaluation team. Placing a limit on the number of pages for each topic presented is highly recommended to prevent voluminous proposals that require an inordinate amount of time to read and evaluate.  

Proposals are responses to RFPs from prospective contractors that describe the approach that the contractor intends to employ to provide products or meet the services needs of the government entity that released the RFP. Proposals also typically describe the prospective contractor’s experience and qualifications to provide products or perform services as well as their proposed pricing and any other information requested in the RFP.  

Proprietary or Trade Secret are terms used to describe company confidential information that may be included in a proposal, but cannot ever be released to the proposing contractor’s competitors or to the public. Although virtually all other information in proposals may be released after the contract has been awarded or recommended for award, proprietary or trade secret information must remain protected as confidential by the Agency until it is destroyed or until the contractor that provided the information advises the Agency that the material is no longer proprietary or a trade secret. 

Prospective Contractors are those contractors that are believed to be qualified to deliver the required products or services to the government and that, therefore, are included on the list of contractors solicited through the Request for Proposals (RFP) or other form of solicitation.  

Protest is the term used to describe a challenge to the solicitation, procedure for selecting a contractor, recommendation to award a contract or actual contract award.  Protests are generally initiated by an unsuccessful contractor(s). Defining the method for handling protests in the contracting agencies published policies and procedures as well as in the solicitation may help to keep protests manageable; however, contracts that are approved by the contracting agency’s governing body or chief elected official may be protested at a public meeting of the governing body.

Quotations (or Quotes) are responses to RFQs received from prospective contractors or suppliers in response to RFQs released by government entities. Quotations, or quotes, are typically prepared by completing blanks on a quotation form that was prepared by the contracting agency. The information provided by the prospective contractors on the quotation form may be limited to pricing, delivery time promised, payment terms, identifying company information and a signature from a contractor representative.    

Quotes (See Quotations)

Ratification of contracts refers to the approval of contracts that were originally awarded by an individual who did not have the authority to execute the contract. In some cases the contract may have been awarded during an actual emergency to help protect lives or property. In other instances the official, board or commission with authority to award the contracts may have been asked to ratify a contract that had been improperly awarded by an individual who lacked the required authority to execute the contract.    

Reasonable Pricing refers to pricing that provides the contracting agency with the receipt of products or services at a price that does not exceed the reasonable value of the products or services received.

Recitals refers to the section of a contract that normally follows the preamble and describes the rationale for the parties entering into a contract. This section often includes the basis for consideration.

Request for Contractor Qualifications (RFCQ) is similar to the RFP except that its use is limited to obtaining information on the qualifications of various private sector entities that may be qualified to provide products or perform services. Prospective contractors, in response to the RFCQ, submit a statement of qualifications to the contracting agency. The contracting agency, in turn, evaluates the contractors’ qualifications to determine which firms or individuals are qualified. Once a list of qualified contractors is developed, an RFP is normally sent to all the firms that were determined to be qualified through the RFCQ process. The RFCQ is a type of solicitation that is normally not used when the contracting agency is familiar with the prospective contractors for the products or services to be contracted. RFCQs are also not normally used when time is of the essence for placing the products or services under contract, because the need to follow-through with an RFP after the list of qualified contractors is developed significantly extends the time required to obtain proposals. Some agencies refer to RFCQs merely as Requests for Qualifications (RFQ) or Requests for Information (RFI).  However, use of the term Request for Qualifications (RFQ) can lead to confusion between requests for quotations and requests for qualifications, and Request for Information (RFI) is not sufficiently descriptive of the nature of the solicitation.  

Request for Proposals (RFP) is the type of solicitation normally used to solicit proposals for services provided by private sector contractors. RFPs are also normally used in any procurement where contractors are selected on the basis of best value to the agency, and for design/build construction contracts. RFPs typically include a short introduction of the government entity soliciting proposals; background for the products or services to be contracted to include the present manner in which the products or services are being provided; a description of the products or services to be provided; evaluation criteria to be used in selecting the successful contractor; rights reserved by the contracting activity; format for preparing proposals along with page limitations when appropriate and a copy of a model contract that includes the terms and conditions, required insurance coverage and scope of work. 

Request for Quotations (RFQ) is an informal solicitation normally used to solicit quotes for low dollar value merchandise that is easily described. RFQs are normally not used to solicit quotations for services.  

Responsible contractors are those contractors that meet the contracting agency’s standards with respect to a reasonable expectation that the contractor has the management, technical, financial, equipment and human resources available to ensure adequate performance of the work described in the solicitation. Agencies may have established a policy that specifies certain criteria that contractors must meet to be considered responsible. Those criteria normally include companies that have not been debarred or suspended, not convicted of certain offenses, and/or that have not had a contract terminated for default, all within certain specified time periods.

Responsive proposals are those proposals that satisfactorily address all requirements specified in the RFP. Since proposals, unlike bids, are subject to negotiation, certain omissions or variances may be resolved through negotiations to make the proposal responsive. An example of an omission or variance that can be resolved is a proposed period of performance that does not result in completion of the work within the required timeframe. If negotiation with the contractor results in an adjustment to the period of performance matching the required timeframe, the proposal then may be deemed to be responsive.  

RFCQ (See Definition for Request for Contractor Qualifications)

RFI (See Definition for Request for Contractor Qualifications)

RFQ (See Definitions for Request for Quotations and Request for Contractor Qualifications)

Rights Reserved by Contracting Agency are rights of the contracting agency that are enumerated in the solicitation. They typically include the right to cancel the solicitation, modify the provisions of the solicitation, refrain from awarding a contract, engage in negotiations with prospective contractors, or any other rights that the contracting agency wishes to enumerate in the solicitation.

Scope of Work is the title of the document that describes the work to be performed by the contractor. The scope of work may also include additional information such as certain aspects of the work that is performed by the contracting agency. Some contracting agencies also include billing rates in the scope of work for level of effort, not-to-exceed price, or cost reimbursement contracts. To ensure that the contractor is accountable for performance of the tasks listed in the scope of work, the scope of work normally has a preamble that includes a statement to the effect that “the contractor shall provide all labor, materials, equipment, supplies, transportation and pay all required taxes and fees to complete the following tasks.” In jurisdictions where a word other than “shall” is used to compel a contractor to perform services or provide products, that word is substituted for “shall” in the preamble to the scope of work. Jurisdictions that do not use “shall” to compel a contractor to perform work generally use “must” or “will.”

Service Contract is the term for an agreement for the furnishing of all services including professional services. Services in addition to professional services include janitorial, pest control, landscaping, trash collection, security guards, or any other services not included in the definition for professional services.  See also the definition for Model Contract.

Set-Asides is the term used to describe procurements for which solicitations are sent only to a targeted class of contractors (such as small business or disabled veteran owned businesses) and responses to the solicitation are not considered unless the responding companies are members of the targeted class of contractors.

Socioeconomic Programs are equal opportunity or affirmative action programs that promote social or economic goals based on the award of contracts to targeted companies. Such programs encourage the award of contracts to contractors that fit certain criteria such as a maximum number of employees or ownership of and management by women, minorities, veterans or disabled persons.

Solicitation is the generic term used to describe documents sent to prospective contractors to advise them that a government organization is seeking proposals, quotations, or bids for products or services provided by the private sector. Examples of solicitations traditionally used in government contracting are request for proposals (RFP), request for contractor qualifications (RFCQ), request for quotations (RFQ) and invitation for bids (IFB). 

Source Selection Authority (SSA) is used by some government organizations as the phrase to identify the official with authority to award the contract.
Standard Terms and Conditions are “Terms and Conditions” prepared and staffed, normally in advance of releasing the solicitation or drafting the contract, by a government entity and incorporated in the model contract, letter contract, or definitive contract awarded by the government. 

Statement of Qualifications are the responses to RFCQs from prospective contractors.  They describe the contractor’s qualifications to perform the services or provide the products to the government entity that released the RFCQ. A statement of qualifications does not normally include pricing.  

Statement of Work is the terminology used by certain government entities for a Scope of Work.

Successful Contractor might intuitively be considered as a contractor that successfully completes the work described in a contract. However, for the purposes of Government Contracting: Promises and Perils, the successful contractor is the contractor selected for award of a particular contract.  

Supplier is another term that is often used to describe a contractor; however, this term is most often reserved to companies that provide materials rather than services.

Suspended refers to contractors that have been proposed for debarment, debarred, excluded or otherwise disqualified for government contracting and government approved subcontracting.  

Target Cost is the cost associated with a cost reimbursement contract that the contracting agency and contractor agree to as the expected cost for completion of the work described in the scope of work. This cost is normally determined through cost analysis and subsequent negotiation of the cost proposal submitted by the contractor.  

Targeted Company is the generic term used for companies that an agency targets for increased contracting opportunities through the agency’s socioeconomic contracting program. Examples of targeted companies include small business, minority-owned small business, women-owned business, veteran-owned business and disabled veteran owned business. 

Terms and Conditions are provisions that describe the rights and responsibilities of all parties to the contract. Typical examples of terms and conditions include payment, term of the contract, indemnification, termination, insurance, contract modifications, independent contractor, and other terms and conditions such as those included in the model contract that accompanies a Request for Proposals (RFP). Ideally terms and conditions are balanced to provide equivalent rights to all parties to the contract. An example of a termination clause that is imbalanced is one wherein one party has the right to terminate the contract for either convenience or for cause, while the other party merely has the right to terminate for cause. Contractors that propose their own version of terms and conditions often include provisions that favor their company over the rights and responsibilities afforded their customer.  

Types of Contracts is a term that refers primarily to the basis for payment by the contracting agency to the contractor. The definitions for types of contacts are generally based on contract types defined in the Federal Acquisition Regulations (FAR), because state or local agencies do not consistently define types of contracts. 

Unallowable Costs need to be defined by the contracting agency prior to contract award, and the rules for disallowance of unallowable costs need to be included in the contract. If costs such as those listed above in the definition for Cost Reimbursement Contracts are not designated as unallowable, the contracting agency may be obligated to reimburse the contractor for inappropriate costs. To ensure that unallowable costs are not reimbursed by the contracting agency, a contract clause permitting audit of the contractor’s financial records may be included in the contract terms and conditions.  

Underrun of cost is the exact opposite of overrun of cost.  

Unilateral changes to a contract are those changes that are made with the signature of just one party to the contract. State or local agency contracts and modifications thereto normally require bilateral contracts and contract modifications.

Unsuccessful Contractor is the phrase used to describe any contractor that submitted a proposal, but that was not selected for contract award.  

Vendor is a term that is occasionally used to describe contractors; however, this term is recommended solely for the limited number of companies that sell products through vending machines or from vending carts.  

Weighted Evaluation Criteria are identical to evaluation criteria, defined above, with the exception that weights are assigned to each of the criteria to differentiate between the importance of the various criteria. For example, if price has twice the importance of contractor’s reputation, price might be assigned a weight of 40 while contractor’s reputation is assigned a weight of 20. Although it is not essential, the sum of the weights assigned to the criteria typically equals 100.  Weighted criteria are especially helpful when the contractor selection is contentious or controversial. Examples of weighted criteria are provided in the best practices RFP.

Wet Signed Contract is the term used to describe a contract with original signatures. Due to the excellent quality of modern copying equipment, it is recommended that contracts printed in black be signed in blue, and that copies of original contacts not be made on color copiers.
Zero Tolerance, with respect to gratuity standards, refers to government gratuity standards that prohibit government representatives from accepting a gift of any value from a contractor. A personal zero tolerance gratuity policy refers to personal policy by a government representative who decides against accepting a gift of any value from a contractor despite her or his government entity’s gratuity standard that permits the acceptance of gratuities up to a certain monetary value.

