 FINANCE AND BUDGET COMMITTEE

JUNE 20, 2002
SUBJECT:
ANNUAL COMPUTER SOFTWARE LICENSES AND MAINTENANCE RENEWAL

ACTION:
NEGOTIATE AND EXECUTE NON-COMPETITIVE CONTRACT WITH IBM

RECOMMENDATIONS:
Authorize the Chief Executive Officer to negotiate and execute a non-competitive one-year indefinite delivery indefinite quantity contract, Contract No. PS92101275, to IBM Corporation for annual software maintenance, in an amount not to exceed $1,110,000.

RATIONALE
Each year the MTA is assessed annual license and maintenance renewal fees for the computer software that serve as the foundation for the operation of the computer systems used to run its day-to-day business.  Currently, MTA utilizes mainframe and mid-range computer equipment manufactured by IBM who also provides the operating and related system software required to operate the machines.  To keep the initial contracts in force, annual contract renewals are required to recognize these assessments.

Background

Software licenses are structured as perpetual agreements that give the licensee the right to use the specified product(s) in perpetuity in exchange for an annual fee.  Over the years, as the MTA acquired new computer systems, it also entered into the corresponding software license agreements required to support the new computer systems.

FINANCIAL IMPACT
Funding of $1,110,000 for the annual software license renewals have been included in the Fiscal Year 2003 budget in cost center 9220-ITS, under projects 100001, 100033, and 300014-General and Operations Overhead, and Regional Programs, Account 50316-Professional Services.  As the software licenses and maintenance fees are a perpetual license, the cost center manager and Executive Officer will be accountable for budgeting the cost in future years.  To date, $750,000 has been expended on this item during this fiscal year.

ALTERNATIVES CONSIDERED
The MTA has made a substantial investment in computer systems that require mainframe hardware and software products to operate.  Since these computer systems are based on licensed, proprietary, software products, non-payment of license fees will result in termination of use as specified in the contractual agreements governing product usage fees.  Termination of use will require the MTA to convert to different hardware and software products from new vendors which would entail not only a substantial expenditure of money (in the range of $40 to $50 million), but also so much time that the agency’s business operations would be severely disrupted in the process.

ATTACHMENT

A.  Procurement History

Prepared By:
Elizabeth Bennett, Chief Information Officer

	Richard Brumbaugh

Chief Financial Officer


	

	Roger Snoble

Chief Executive Officer


	1. 
	Contract Number: PS92101275

	2. 
	Recommended Vendor: IBM Corporation

	3.
	Cost/Price Analysis Information:

	
	A. Bid/Proposed Price:

$1,110,000
	Recommended Price: 

$1,110,000

	
	B.  Details of Significant Variances are in Attachment A-1.D

	4. 
	Contract Type: Indefinite Delivery/Indefinite-Quantity

	5. 
	Procurement Dates: 

	
	A. Issued: December 31, 2001

	
	B. Advertised:  N/A

	
	C. Pre-bid/proposal Conference: N/A

	
	D. Bids/Proposals Due: March 14, 2002

	
	E. Pre-Qualification Completed:  May 10, 2002

	
	F. Conflict of Interest Form Submitted to Ethics:  May 13, 2002

	6. 
	Small Business Participation:

	
	A. Bid/Proposal Goal:

No Goal Recommended.
	Date Small Business Evaluation Completed:

N/A

	
	B. Small Business Commitment: No Goal Recommended. 

	7. 
	Invitation for Bid/Request for Proposal Data: 

	
	Notifications Sent:

N/A
	Bids/Proposals Picked up:

N/A
	Bids/Proposals Received:

N/A

	8. 
	Evaluation Information:

	
	A. Bidders/Proposers Names:

IBM Corporation
	Bid/Proposal Amount:

$1,110,000
	Best and Final Offer Amount:

N/A



	
	B. Evaluation Methodology:  Non-Competitive

	9. 
	Protest Information:

	
	A.  Protest Period End Date:  June 18, 2002 

	
	B.  Protest Receipt Date: TBD

	
	C.  Disposition of Protest Date: TBD

	10. 
	Contract Administrator:

Elbert Smith
	Telephone Number:

922-7678

	11. 
	Project Manager:

Elizabeth Bennett
	Telephone Number: 

922-4522


A. Background on Contractor
International Business Machines (IBM) Corporation is headquartered in Armonk, New York, with operations in more than 160 countries.  IBM develops and manufactures advanced information technologies, including computer systems, software, networking systems, storage devices and microelectronics.  IBM’s customers include various federal and state agencies as well as several Fortune 500 companies.

B. Procurement Background

In January 2002, MTA replaced two IBM R41 mainframe computers with an IBM 7060-H55-mainframe computer.  MTA and its predecessor RTD have used IBM mainframe computers for over 20 years.  IBM requires that licensees pay license and maintenance fees to use certain IBM-proprietary software.  The MTA was under an Annual Billing Agreement (ABA) with IBM that permitted MTA’s software inventory to grow by 10% without charge.  Effective October 1, 2001, IBM discontinued ABAs and shall now invoice MTA monthly based on the software inventory maintained on the new mainframe.  This monthly billing varies based on the software inventory.

IBM also provides required software maintenance on IBM Series One equipment located at MTA Divisions.  MTA is reducing its Series One inventory and therefore the Series One software maintenance costs shall decline as MTA removes these machines.

This is a non-competitive procurement.  MTA requested and received from IBM an estimate for an annual not-to-exceed (NTE) amount for the H55 mainframe and Series One software maintenance cost.  The annual H55 mainframe software maintenance estimate is $770,000, based on the estimated monthly software inventory.  The annual Series One software maintenance estimate is $323,000.  

Based on an analysis of IBM’s estimate, staff concluded that a NTE amount of $1,110,000 is reasonable for an indefinite delivery indefinite quantity contract for IBM software maintenance.

The Small Business Diversity Unit (SBD) did not recommend a Small Business Enterprise (SBE) participation goal for this procurement.  The Contractor is expected to complete the entire scope with its own workforce.

C. Evaluation of Proposals

N/A

D.  Cost/Price Analysis Explanation

The recommended not-to-exceed (NTE) amount of $1,110,000 has been determined to be fair and reasonable based upon price analysis because IBM provides catalogue pricing. 

BOARD REPORT ATTACHMENT A-2

LIST OF SUBCONTRACTORS

IBM SOFTWARE PRODUCTS TECHNICAL SUPPORT SERVICES 

Prime Contractor:


IBM Corporation

Subcontractors(s)


None

Total Commitment: 


No Goal Recommended.

IBM software product technical support services
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