Project Management Government Specific Course II

Module 11 – Performance-Based Acquisitions
	
[image: image125.jpg]Figure 1 — Sample Master Schedule
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The National Security Agency (NSA) has awarded a major acquisition contract to a team led by Sciences Acquisition Corporation (SAC), on September 18, 2007 for development of the Technology Demonstration Platform (TDP) project in support of the Agency's TRAILBLAZER initiative.  TRAILBLAZER is one of the Agency's modernization programs to apply enterprise technology to achieve the scale necessary in today's environment. 

The SAC team will provide and integrate commercial technologies proven to be scalable, agile, robust, secure, and interoperable to produce and deploy state-of-the-art solutions to challenges facing the NSA today and in the future.

This contract is a continuation of NSA's effort to transform its national security missions of providing foreign signals intelligence and protecting national security-related information systems using the innovation of industry partners.
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The National Security Agency (NSA) has awarded a major acquisition contract to a team led by Sciences Acquisition Corporation (SAC), on September 18, 2007 for development of the Technology Demonstration Platform (TDP) project in support of the Agency's TRAILBLAZER initiative.  TRAILBLAZER is one of the Agency's modernization programs to apply enterprise technology to achieve the scale necessary in today's environment. 

The SAC team will provide and integrate commercial technologies proven to be scalable, agile, robust, secure, and interoperable to produce and deploy state-of-the-art solutions to challenges facing the NSA today and in the future.

SAC is approaching the Critical Design Review milestone when they are scheduled to present for approval the design that they will build to following the milestone. The design includes a large number of subsystems, interfaces, and databases. 

Thus far SAC has been progressing according to the performance baseline established at the beginning of the project and confidence has been established by both the government program manager and SAC in the accuracy of the reporting. The EVMS indicates that the $100M 3 year project SPI and CPI are both very close to 1.0.

As the program or project manager, you are called into your manager’s office and informed that an OTB/OTS request has been received from SAC for $2M and two additional months.
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The National Security Agency (NSA) has awarded a major acquisition contract to a team led by Sciences Acquisition Corporation (SAC), on September 18, 2007 for development of the Technology Demonstration Platform (TDP) project in support of the Agency's TRAILBLAZER initiative.  TRAILBLAZER is one of the Agency's modernization programs to apply enterprise technology to achieve the scale necessary in today's environment. 

The SAC team will provide and integrate commercial technologies proven to be scalable, agile, robust, secure, and interoperable to produce and deploy state-of-the-art solutions to challenges facing the NSA today and in the future.

At the Critical Design Review SAC identifies a few changes that they think appropriate for the Quality Assurance Plan that was approved earlier in the project. Specifically, they want to change the surveillance method for:  compatibility of TDP with actual NSA systems, security of TDP, scalability of TDP, and speed of TDP.
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[image: image66.jpg]Figure 3 — Sample Detailed Level Schedule




[image: image67.jpg]Question

What elements of the project besides
schedule are useful to baseline performance?




[image: image68.jpg]Topic 3 - Negotiations for the
Required Level of Support




[image: image69.jpg]Changes in Contract

When changes occur in life of contract, PMB must be
adjusted

Flexibility must be negotiated as part of required level of
support to achieve PBA goals

Program or project manager should be aware of any
changes of replanning by contractor

o Ifcontracting officer (CO) has responsibility to

authorize changes, hefshe should keep PM
informed

o CO should provide managers with review of
contractor's change and replanning procedures




[image: image70.jpg]‘z’ Question

What is meant by the term “replanning?”




[image: image71.jpg]Change Procedures

PMB change procedures should ensure:

+ Budget is not transferred independent of work
scope

+ Budget and schedule changes are incorporated
simultaneously

+ Retroactive changes are strictly controlled

The result should be disciplined management of
baseline, but with some room to adjust the PMB.




[image: image72.jpg]Internal Replanning

To maintain a realistic PMB, cortractor may occasionally
reqiire interal replanning, such as when

Original plan becomes unrealistic due to cost, schedule,
ortechnical problems

Reorganization of work or people to increase efficiency
becomes necessary

Decision to use different engineering or manufacturing
approach

Existing budgets for remaining work are sufficient, but
need re-phasing to different work plan or schedule



[image: image73.jpg]Question

What are some other instances where you
think replanning might be an appropriate

action by the contractor?




[image: image74.jpg]Question

What are some risks to replanning that the
manager should consider as part his/her
contract management activities?




[image: image75.jpg]Earned Value Management System

+ Contractor's earned value management system
(EVMS) specifies management procedures for
internal replanning

+ Contractor's EVMS may require
customer/agency approval

o Agency must promptly review and approve
changes as appropriate

+ Agencies likely have internal documents on
_replanning procedures that are not EVMS

®) e



[image: image76.jpg]Question

Let's briefly review EVMS. How would you
describe it, and why is it so important in
acquisition management?




[image: image77.jpg]Work Packages

Contractor can:
* Electto plan PMB in detailed work packages (WPs)
o Used for near term activities

+ Hold future budget in higher level planing packages
(PPs)

+ Periodically "roll" the next increment of work into
detailed WPs

o Known as "rolling wave planning”




[image: image78.jpg]Rolling Wave Planning

+ Provides more flexibility than laying out
complete baseline at beginning

+ Contractor should establish procedures and
timeline

+ Agency approval of or interference with process
is not appropriate

o However CO and/or manager must be
aware of contractor’s schedule




[image: image79.jpg]Over Target Baseline/Schedule

« During contract execution, contractor may
conclude budget and schedule are insufficient

+ Contractor should submit request to implement
an Over Target Baseline (OTB) or Over Target
Schedule (OTS)

+ An OTB or OTS is a major management
decision and requires Agency approval

o Program or project manager should fully
understand concepts and processes




[image: image80.jpg]‘z’ Question

What is an over target baseline (OTB)?




[image: image81.jpg]Over Target Baseline (OTB)

« OTBincreases
performance budget
without modifying scope or
other constraints

« Value of OTB exceeds
Cortract Budget Base
(cBB)

« Sum of resulting budgets
exceeding CBE becomes
Total Allocated Budget
(TAB)




[image: image82.jpg]Management Reserve

Useful planning technique
Sometimes it is openly identified and managed

Sometimes it is hidden




[image: image83.jpg]Over Target Schedule (OTS)

+ OTS occurs when contractor replans a
schedule to a schedule that exceeds contract

milestones or delivery dates

o New schedule becomes basis for
performance budget

+ OTS normally accompanied by cost increase
and therefore an OTB

o Butis possible to have an OTS without cost
increase




[image: image84.jpg]Considerations

Program or project manager should consider the
factors that follow when:

+ Considering whether an OTB or OTS is
appropriate for content

« Evaluating contractor’s request

(Continued)




[image: image85.jpg]Considerations (cont.)

+ Contractor can create budget baseline once
written approval for OTB is received

+ If approval for OTS is received, contractor can
replan remaining work on a realistic schedule,
beyond milestones

+ Then contractor can provide managers with
realistic budgets and schedules
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‘g«" Question

When should an OTB/OTS be submitted?




[image: image87.jpg]Implementing OBT/OTS

Primary reason for OTB/OTS is to improve
contractor’s ability to manage and control work

+ Decision to request an OTB/OTS should
originate with contractor

+ Program or project manager should not
unilaterally determine specifics

+ Such as additional budget or degree of
schedule stretch




[image: image88.jpg]Determining OTB

Manager should consider whether an OTB is appropriate
on the contract.

« Do contractor and agency understand why current work
plan is no longer valid?

o Mustidentify problems of current work plan and
how to prevent therm

« Is the existing plan for accomplishing remaining work
valid?

o Consider schedule, budget, program risks, and
management reserve




[image: image89.jpg]Determining OTB (cont.)

+ Has contract work progressed sufficiently to warrant an
OTBIOTS?

o May be inappropriate in early stages

o Canstillimplement if manager concurs

« Does sufficient time remain on contract to warrant an
OTB/OTS?

* Has an OTB been implemented previously?

IS0, may indicate underlying management
problems




[image: image90.jpg]Topic 4 — Managing the Acquisition
of Services Process




[image: image91.jpg]Post-Award Orientation

PBA team should consider use of post-award
orientation

« Especially for contracts with incentives

+ Ensures contractor and Agency understand
respective roles and relationship

(Continued)




[image: image92.jpg]Post-Award Orientation (cont.)

Allows all interested parties to discuss elements of
contract

o Including incentives

Affords Agency and contractor opportunity to gain
rutual understand of performance assessment process

o Including Quality Assurance Plan (QAP)
o Corresponding surveillance methods

o Mechanics of incentive structure

Should be adeuately documented



[image: image93.jpg]Quality Assurance Plan (QAP)

« Defines what Agency must do to ensure contractor has
performed in accordance with PMB

o Range from one-time inspection to periodic in-
process inspections of products or services

« Ensure Agency receives quality of service called for
under contract

o And pays only for acceptable level of service

+ Intended to measure performance against standards in
PMB

o Theseinterdependent documents must be
coordinated




[image: image94.jpg]Details of QAP

QAP must address how incentives will be
assessed

© Include surveillance schedule
o Clearly stated surveillance methods
Crucial QAP documentation:

o Address how Quality Assurance Evaluator
(QAE) actions will be documented

o Contain examples of forms used in
documenting surveillance



[image: image95.jpg]Question

How does the administration of an incentive-
based contract differ from an award fee

contract?




[image: image96.jpg]Determining Surveillance Method

For appropriate surveillance method, agencies should take
into consideration:

o Taskciiticality

o Tasklotsize

« Surveillance period

« Performance requirements and standards

« Availabilty of QAES

« Surveillance value i relation to task cost/criticality
«_Available resources




[image: image97.jpg]Acceptable Surveillance Methods

« 100 Percent Inspection

o Appropriate for infrequent or stringent tasks

o Performance inspectedfevaluated at each
occurrence

+ Random Sampling
o Appropriate for recurring tasks

o Senices sampledto determine acceptable level of
performance

a Works best with large amount of services for valid
sample




[image: image98.jpg]Acceptable Surveillance Methods (cont.)

« Periodic Inspection (‘planned sampling’)

o Evaluation of tasks selected on other than 100
percent or randorm basis

o Appropriate for tasks that occur infrequently

o Predetermined plan using subjective judgment and
analysis of agency resources

« Customer Input
o Valuable supplement to systematic methods

o Can be used as substantiating evidence with
random sampling




[image: image99.jpg]Topic 5 — Review




[image: image100.jpg]Learning Objectives

Let's review learning objectives of this A
module

« Explain concept of having a negotiated  meamn
baseline of performance

+ Discuss process of negotiating at a cost
consistent with available support funding

« Identify and track contract performance
and administrative actions




[image: image101.jpg]PMB and EVM

+ Performance measurement baseline (PMB) is
key component of earned value management

(EVM)

+ PMB must be set to accommodate performance
measurement

o Of work scope segments
o At control account level of acquisition

+ Schedule milestones to enable manager to
develop a PMB




[image: image102.jpg]Change Procedures

PMB change procedures should exist to ensure:

« Budgetis not transferred independent of work scope

+ Budget and schedule changes are incorporated
simultaneously

« Retroactive changes are strictly controlled
« Aresult in disciplined management of baseline

a Includes a methodology for contractto adjust PMB
with planning policies




[image: image103.jpg]Module 11 — Performance-Based
Acquisitions




[image: image104.jpg]Post-Award Conference and QAP

+ Post-award conference gives Agency and
contractor opportunity to gain mutual
understanding

+ QAP defines what Agency must do to ensure
contractor has complied with performance
standards




[image: image105.jpg]Topic 1 - Introduction/Objectives




[image: image106.jpg]Learning Objectives
Atthe end of this module you will be able to: - A

« Explain concept of having a negotiated
baseline of performance ——

o Performance measurement
baseline established at control
account level

(Continued)




[image: image107.jpg]Learning Objectives (cont.)

«+  Discuss process of negotiating at a cost . A
consistent with available support funding

o Contractor maintains performance
measurement baseline reflecting
actual plan for work

« Identify and track contract performance
and administrative actions

o Qualty Assurance Surveillance
Plan addresses how contract
incentives are assessed




[image: image108.jpg]®
%?f Question

Do you have any questions concemning the
objectives for this module?




[image: image109.jpg]PBA Module Topics

In addition to this Introduction/Objectives topic, this
module includes:

Topic 2: Negotiated Baseline of Performance

Topic 3: Negotiations for Required Level of
Support

Topic 4: Managing the Acquisition of Services
Process

Topic 5: Review




[image: image110.jpg]Effective Product Support Strategy

PBA is described as a component of an effective product
support strategy via

« Establishment of negotiated baseline of performance

« Support to achieve baseline performance

« Use of acquisition strategies, methods, and techniques

« Emphasis on measurable outcomes, not direct
performance processes




[image: image111.jpg]Benefits of PBAs

PBAS provide an agency with the ability to manage
acquisitions with

Measurable requirements emphasizing quantifiable
outcomes

Cornpensation based on performance measured
against outcomes

A quality assurance plan evaluating suppliers'
performance against measurable requirements

Flexibility for greatest innovation and creativity



[image: image112.jpg]More Benefits of PBAs

Appropriate use of PBA strategies enables the
agency to:

Turn to commercial marketplaces for required
services

Take advantage of commercial sources more
often
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%ﬁ Question

What questions do you have regarding the
Introduction and Objectives topic?




[image: image114.jpg]Topic 2 - Negotiated Baseline of
Performance




[image: image115.jpg]Performance Measurement Baseline

A key component of earned value management, PMB is:

« Performance measurement of work scope segments
o Setat control account level of acquisition

+ Planned scope of all authorized work

+ Based upon negotiated targeted cost

(Continued)




[image: image116.jpg]PMB (cont.)

Plan by which actual performance is compared

Combination of all time-phased work scope,
schedule, and budget
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What is a control account or a “work
package™?




[image: image118.jpg]Baseline Characteristics

Not necessarily set at beginning of program
Reset as program evolves

Used to establish reasonable performance targets

o By collaborating with stakeholders

Develop methods for tracking actual performance

o Covering technical operations, cost, or schedule
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How often should a project be re-baselined?




[image: image120.jpg]Specific PMB Steps

dentify scope of work
Extend to control accountiwork package level

Arrange work packages in order

Schedule work packages

Classify work and select an earned value (EV)

Budget work packages

Spread budget over time

Calculate curnulative budgeting cost of work scheduled
(BCWS)
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%?f Question

What is a budgeted cost of work
scheduled, and why is it important when
negotiating a baseline?




[image: image122.jpg]Scope of Work

Animportant step to developing a negotiated PMB s to
identify the scope of the work. This is done in terms of
tasks and underlying assumptions

« Begins with staternent of work (SOW) or statement of
objectives (SOO)

+  Contractor expands SOW/SOO tasks into work
authorization documents

« The PM"negotiates” work scope

« Everything must be covered as part of work scope
identification process




[image: image123.jpg]FAR Subpart 37.6

This policy prescribes that performance-based
contracts for services include:

+ A performance work statement
+ Measurable performance standards
o Terms of quality, timeliness, quantity, etc.

+ Method of assessing contractor performance
against performance standards




[image: image124.jpg]Scheduling Process

This must be properly and thoroughly performed
and is accomplished through a master schedule.

Master schedule reflects contract milestones
and technical requirements

Master and lower level schedules must provide
vertical and horizontal traceability

PMs must know common schedule presentation
techniques



