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' FOREWORD 

This  document provides uniform guidance f o r  implementation of t h e  DOE 

I Order 2250.1, Cost and Schedule Control  Systems C r i t e r i a  (CSCSC) f o r  

Contract  Performance Measurement. It w i l l  a s s i s t  both DOE and c o n t r a c t o r  

r e p r e s e n t a t i v e s  i n  f u l f i l l i n g  t h e i r  r e s p o n s i b i l i t i e s  f o r  meeting CSCSC 

1 requirements.  Implementation of ' t h e  C r i t e r i a  c o n s i s t e n t  with t h e  guidance ' 

contained h e r e i n  w i l l  avoid impos i t ion  of s e p a r a t e  d u p l i c a t e  management 

controlsystemsoncontractors. Compliancewith t h e c o n t r a c t u a l  requirements  

f o r  work d e f i n i t i o n ,  c o s t  and schedule c o n t r o l ,  and performance report i*g 

w i l l  provide . increased assurance t h a t  a c o n t r a c t o r ' s  progress  i s  s u f f i c i -  

. .- 

e n t l y  v i s i b l e  t o  r e l i a b l y  i n d i c a t e  - s t a t u s  and t o  provide t h e  b a s i s  f o r  ;- 
' t imely  and meaningful management dec i s ions .  

Th i s  i s  t h e  second i n  a s e r i e s  of CSCSC guidance documents, t h e  f i r s t  , 

having been t h e  DOE/CR-0014 "SummaryDescriptiont', August1979. Deta i led  
! 

&., % 

guidance on t h e  use  of t h e  work breakdown s t r u c t u r e  technique,  systems . 

review and s u r v e i l l a n c e ,  and c o n t r a c t o r  r epo r t ing  and d a t a  a n a l y s i s  w i l l  

. . 
b e  provided i n  'subsequent s e p a r a t e  DOE guides.  . . 

Jack  E. Hobbs 
Con t ro l l e r  

I 
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A. PURPOSE 

This  guide desc r ibes  t h e  DOE C o s t . a n d ' ~ c h e d u l e  Control  System C r i t e r i a  

(CSCSC) f o r  Contract PerformanceMeasurement and providesDOE and i t s  c o n t r a c t o r s  

uniform guidance f o r  CSCSC implementation i n  compliance wi th  DOE Order 2250.1. 

Implementation r e f e r s  t o  t h e  a p p l i c a t i o n  of t h e  CSCSC t o  s p e c i f i c  c o n t r a c t s ,  

theassessmentofcontractors'management systems f o r  compliancewith t h e  requi re -  
. . 

ment, and subsequent DOE systems v a l i d a t i o n  o r  acceptance v e r i f y i n g  t h e  con- 
8 

t r a c t o r ' s  compliance. Any supplemental i n s t r u c t i o n s  by' i n d i v i d u a l  .DOE organiza- . I 
t i o n s  w i l l  be  c o n s i s t e n t  with t h e  DOE ,Order and wi th  t h i s  and o t h e r  CSCSC I 
guidance documents. 

For purposes of t h i s  g u i d e s t h e  term "Cr i t e r i a "  i s  synonymous wi th  CSCSC. 

This guide a l s o  makes use  of c e r t a i n  f u n c t i o n a l  d e s c r i p t o r s ,  e.g. Cognizant 

Auditor ,  r a t h e r  than  s p e c i f i c  o rgan iza t ion  t i t l e s .  This  permits  maximum f l e x i -  

b i l i t y  i n  a p p l i c a t i o n  of guidance and avoids t h e  need t o  d e a l  wi th  redes ig-  

na t ion  of -o rgan iza t iona l  t i t l e s .  Terms r e l a t e d  t o  t h e  C r i t e r i a  a r e  def ined  

i n  t h e  Glossary, Attachment 1. 

A. MANAGEMENT NEEDS 

' - ' .  DOE h a s  a'fundamental r e s p o n s i b i l i t y t o  ensure  t h e  v i s i b i l i t y  of a con- 

t r a c t o r ' s  progress  i n  accomplishing t h e  c o n t r a c t ' s  scope of work. I n  cg r ry ing  

out  t h i s  r e s p o n s i b i l i t y  DOE r e c e i v e s  and reviews c o n t r a c t  c o s t  and schedule  

performance da ta .  The d a t a  repor ted  should f a c i l i t a t e  t h e  management of t h e  

c o n t r a c t  e f f o r t  and a s s i s t  DOE P r o j e c t  Managers wi th  t h e i r  r epo r t ing  requi re -  

\ 



ments. To be meaningful,  t h e  d a t a  submitted by c o n t r a c t o r s  must: 
. . 

o Por t ray  time-phaked budgets and e s t ima te s  f o r  s p e c i f i c  scheduled 

c o n t r a c t  t a sks ;  

o  Ind ica t e  work progress ;  

o  Rela te  c o s t ,  schedule,  and t e c h n i c a l  accomplishment and problems; 

o Re v a l i d ,  t imely and a u d i t a b l e ;  and 

o  Supply DOE 'Pro jec t  Managers wi th  informat ion  a t  a  p r a c t i c a l  l e v e l  of . 

summarization. 

Contract  performance measurement d a t a  should he der ived  from t h e  same 

. i n t e r n a l  management c o n t r o l  systems used by t h e  c o n t r a c t o r  t o  manage t h e  c o n t r a c t  

e f f o r t  and determined by DOE t o  s a t i s f y  t h e  ' C r i t e r i a .  Such systems w i l l  provide 

a common s o u r c e  of information r equ i r ed  b y b o t h c o n t r a c t o r  and DOE management. 

DOE's c o n t r a c t  r epo r t ing  requirements  a r e  s p e c i f i e d  separa te lyf romthecr i te r ia  

i n  each s o l i c i t a t i o n  and i n  :the c o n t r a c t .  The Cost ~ e r f o q n a n c e  Report,  designed,  

s p e c i f i c a l l y  t o  d e p i c t  t h e  output  of t h e  c o n t r a c t o r ' s  management c o n t r o l  systems, 

and a  group of r e l a t e d  r e p o r t s  s a t i s f y  t h e s e  r epo r t ing  requirements.  The r e p o r t  
. . 

forms and tn s t ruc t ions  f o r t h e i r  s e l e c t i o n  and placement on c o n t r a c t  by DOE and 
. . 

t h e i r  accomplishment by t h e  c o n t r a c t o r  a r e  contained~in~0~/C~0001/2,DOE Uni- 

form Cont rac tor  Reporting System (UCRS) Guide l ines ,Volumei ;  addi t ' iona l  d e t a i l s  

on t h e  r e p o r t s  and t h e i r  a n a l y s i s  a r e  i n  DOE/CR-0017 ,CSCSC ContractorReport-  

ing/Data Analysis Guide. 

C. CRITERIA CONCEPT 

The complexity and importance of DOE's a c q u i s i t i o n  a c t i v i t i e s  d i c t a t e ,  

t h e  u s e  of management techniques  t h a t  a i d  e f f e c t i v e  p r o j e c t  planning and con- 

t r o l .  It i s  recognized t h a t  no s i n g l e  common s e t  of c o n t r a c t o r  management 

c o n t r o l  systems w i l l  m e e t t h e  needs of both DOE and a  v a r i e t y  of con t r ac to r s .  



Due t o  v a r i a t i o n s  i n  c o n t r a c t o r  o rgan iza t ions ,  products ,  andworking r e l a t ion -  

I . '  
s h i p s , .  i t  is not p r a c t i c a b l e  o r  d e s i r a b l e  f o r  DOE t o  p re sc r ibe  a un ive r sa l  system i 

I "  : f o r  c.ost and schedule con t ro l .  Thus, DOE h a s  adopted.  an approach which simply 

I . . 
' d e f i n e s  the.  C r i t e r i a  t h a t  c o n t r a c t o r s '  management c o n t r o l  systems must meet I 
t o  be va l ida t ed  , o r  accepted by DOE. 

The C r i t e r i a  a r e  s u f f i c i e n t l y  g e n e r a l  i n  na tu re  t o  permit t h e i r  use  on 

c o n t r a c t s  ' support ing r e sea rch ,  development, demonstrat ion,  cons t ruc t ion ,  pro- 

I . .  duct ion ,  o r  opera t ions  and maintenance p ro j ec t s .  S ince .  t h e s e  c o n t r a c t s  w i l l  I 
I . . 

d i f f e r  s i g n i f i c a n t l y  because of .  t h e  work , involved ,  va lue ,  type  of c o n t r a c t ,  

e t c . ,  i t  is impossible  t o  p r o v i d e d e t a i l e d  guidance w h i c h w i l l  apply s p e c i f i c a l l y  

i n  a l l  cases .  The reader  should be a l e r t  f o r  a r e a s  i n  which d i s t i n c t i o n s  i n  

I d e t a i l e d  i n t e r p r e t a t i o n s  seem' app ropr i a t e  o r  reasonable,  whether o r  not they I 
a r e  s p e c i f i c a l l y  i d e n t i i i e d  he re in .  

Whenrequitedbythecontract,themanagementcontrolsystems used by thecon-  

- t r a c t o r  i n  planning and c o n t r o l l i n g t h e  e f f o r t  must meet t h e c r i t e r i a  s e t  f o r t h  

i n  Attachment 1 t o  DOE Order 2250.1 and r e i t e r a t e d  a s  p a r t  of t h e  C r i t e r i a  

Check l i s t ,  provided i n  Attachment 2 t o  t h i s  Guide. These C r i t e r i a  r e q u i r e  t he  per- I 
I 'formance of c e r t a i n  bas i c  planning and c o n t r o l  func t ions  aqd t h e  e x i s t e n c e  of char- I 

' a c t e r i s t i c s  and c a p a b i l i t i e s  normally inhe ren t  i n  sound management c o n t r o l  sys- 

I tems. Under t h i s  approach, contractors"management c o n t r o l  systems a r e  r equ i r ed ,  . I 
i n  gene ra l ,  t o  provide f o r :  

. o  Dividing t h e  e f f o r t  i n t o  d i s c r e t e  p i eces  of assigned work wi th in  an 

agreed-upon Work Breakdown S t r u c t u r e ;  ' ' 

l o Assigning s p e c i f i c  r e s p o n s i b i l i t y  f o r  t h e  work w i t h i n  t h e  organiza- I 
t i o n  s t r u c t u r e ;  

o  Schedulingthework using meaningfu lmi les tones  t o  f a c i l i t a t e  planning 

and t h e  measurement of accomplishment; I 



o P r o v i d i n g r e a l i s t i c  budgets f o r  increments of scheduled work t o  estab-  

l i s h '  t h e  base l ine  f o r  c o n t r a c t  performance measurement; 

o. Measuring c o n s i s t e n t l y  t h e  planned ' value  of work accomplished (earned 

I 
va lue )  ; 

o Cont ro l l ing  and accu ra t e ly  accumulating t h e  c o s t s  r e l a t e d  t o  

progress  of t h e  work; 

o  Providing comparisons between t h e  ea rnedva lue  and t h e  c o s t  of t h e  a c t u a l  

r e s o u r c e s , a p p l i e d ,  and t h e  planned va lue  of work scheduled; 

o  Developing r e l i a b l e  e s t ima te s  of c o s t s  t o  complete t h e  remaining in- 

scope work; ,, 

o Supporting. an o v e r a l l  c a p a b i l i t y  f o r  a n a l y s i s  of a v a i l a b l e  informa- 

t i o n  s o a s  t o  i d e n t i f y  problemarea s i n  timetotaker.emedialactions; and 
. .- . .  . .  . . * . .  . ... ., -. ..... . 

. o  Providing e f f e c t i v e  change c o n t r o l  procedures t o  ensure  b a s e l i n e  

i n t e g r i t y .  

Cont rac tors  have maximum f l e x i b i l i t y  i n  determining how i n t e r n a l  ope ra t ions  

a r e  . t o b e  c o n d u ~ t e d ~ t h e r e b y  a v o i d i n g t h e  o p e r a t i o n  of s epa ra t e ,  d u p l i c a t e  c o s t  

and schedulg c o n t r o l  systems. changes t o  e x i s t i n g  systems should be 'he ld  t o  

a minimum. This approach al lows c o n t r a c t o r s t o  use  e x i s t i n g  management c o n t r o l ,  

s y s t e m s , o r o t h e r  systems of t h e i r  choice,  p rov ided ' t hey  meet t h e c r i t e r i a .  The 

end r e s u l t  is  t h e  use  o f  c o n t r a c t o r ' s  management c o n t r o l  systems t o  . s a t i s f y  . .. , . 

both' t h e  . con t r ac to r ' s  and DOE'S needs. 

E. BENEFITS OF CRITERIA APPLICATION 

Use of t h e c r i t e r i a a p p r o a c h  must bebased  oncommon sense. This  means the i r  

a p p l i c a t i o n  shou ldbe  r e l a t e d  t o  t h e  b e n e f i t s  t o  be de r ived .Po ten t i a1  b e n e f i t s  

.- accruetobothDOE and c o n t r a c t o r  management. DOE personne1 ,ga in  a  good working . 

knowledge of t h e  c o n t r a c t o r s '  o rgan iza t ion ,  systems ope ra t ion  and procedures,  

and t h e  mechanics of repo.r t  p repara t ion .  The s t anda rd iza t ion  and d i s c i p l i n e  



inherent  i n  the  C r i t e r i a  approach provide mare de ta i l ed  and timely planning 

of t h e  cont rac t  work. Also, DOE i s  assured t h a t  con t rac t  performance is  being 

measured agains t  a  . f  brmal, cont rac  t - re la ted  base l ine  r a the r  than agains t  a  

con t rac to r ' s  i n t e r n a l  operat ing plan which may vary 'from the  con t rac tua l  com- 

mitment. F inal ly ,  implementation of t h e c r i t e r i a  approach enhances o v e r a l l  pro- 

j ec t  management by promoting t h e  i n t e g r a t i o n  and . , - e f fec t iveness  of the  follow- 

I 
ing i n t e r r e l a t e d  a c t i v i t i e s :  ~ 

o' F inancia l  con t ro l  . ( c o s t  management, con t rac t  administrat ion,  con t rac t  I 
change con t ro l ,  funds management); I 

I . 
o Schedul'e con t ro l  (schedulemanagement, cont ro l led  milestones,  schedule 

change contro l ) ;  and 

o Technical control(designmanagement, conf igura t ion  management, systems 
' . 

engineering). 

Contractors ,  i n  turn ,  g a i n  improveddiscipl ine i n  systemsoperat ion,  b e t t e r  

communication i n t e r n a l l y  and with DOE, more d e t a i l e d  and e a r l i e r  v i s i b i l i t y  

of work progress,  and increased cos t  and schedule awareness a t  a l l  func t iona l  , 

l e v e l s ,  p a r t i c u l a r l y  a t  lower l e v e l s  of management. 

F. JOINT PARTICIPATION I 

L 

Successful  cont rac t '  performance measurement through use of management 
I 

con t ro l  systems which meet t h e  C r i t e r i a ,  i s  t h e  r e s u l t  of a  combined and coor- 

d inated  e f f o r t  between DOE and the  involved contrac tors .  Furthermore, i t  re- 
'.. .. 

qu i res  the  p a r t i c i p a t i o n  and coordinated e f f o r t s  of various DOE organiza t ional  i 
\ ,\ . 

\\  

elements a s  described i n  Chapter 111. The DOE/contractor p a r t i c i p a t i o n  i n  CSCSC 

implementa t ionact iv i t ies  i s d ' e p i c t e d i n F i g u r e  1. The r e s p o n s i b i l i t y  fordevelop- 

ing and using management c o n t r o l  systems i n  .compliance with these  C r i t e r i a  

:. i s  vested i n  t h e  con t rac to r ,  but the  s p e c i f i c  systems proposed a r e  sub jec t  



/ 

RESPONSIBLE 

ACTIVITY PARTICIPANT 

DOE CONTRACTOR 

Designate Projects to Apply Criteria Approach on Contract X 

Develop Project Summary Work Breakdown Structure X 

Formulate Acquisition Strategy for Project X 

Select Appropriate Contracts for Full or Modified - 
Criteria Implementation X 

Prepare Criteria lmplementation Plan (Clauses, Reports, 
Reviews) X 

Specify Criteria Requirements in Solicitation X 

Submit System Description and Contract Work Breakdown 
Structure in Proposal 

Evaluate Proposals 

Award Contracts with Criteria Requirements and Select 
Subcontracts for Criteria lmplementation 

Coordinate lmplementation Activity 

Review Contractor's Management Control Systems for 

Correct Discrepancies Identified During Review 

~ocument Systems Validation or Acceptance 

Perform Systems Surveillance 

Operate Systems and Submit CostlSchedule Performance Reports 

Analyze Performance Reports and Use Results (Status Assessment, 
Trend Identification, and Forecasts) for Management Purposes 

FIGURE 1 CRITERIA IMPLEMENTATION ACTIVITIES 



toDOEassessmentand subsequent v a l i d a t i o n o r  acceptance. I n  i n s t ances  where DOE 

determines t h a t  t h e  c o n t r a c t o r ' s  systems do not meet t h e  C r i t e r i a ,  necessary 
. . 

I adjustments  t o  achieve compliance w i l l  be requi red .  Di f fe rences  i n  i n t e r p r e t a t i o n  

of C r i t e r i a  a p p l i c a t i o n  between DOE r e p r e s e n t a t i v e s  and the  c o n t r a c t o r  which 

cannot be re so lved  l o c a l l y s h o u l d b e d i r e c t e d  totheDOE Con t ro l l e r  f o r  r e so lu t ion .  

Aftor  v a l i d a t i o n  o r . a c c e p t a n c e  of t h e  c o n t r a c t o r ' s  systems, DOE r e l i e s  

on t h e s e  systems t o  provide t h e  necessary  management con t ro l s .  Cont rac tors  

having systems previously v a l i d a t e d  o r  accepted a r e  encouraged t o  maintain 

their e s s e n t i a l  elements and d i s c i p l i n e s  f o r  ready implementation on '  f u t u r e '  

DOE c o n t r a c t s .  

6. SCOPE 

The C r i t e r i a ,  i n  accordance wi th  DOE Order 2250.1, may be appl ied  on 

s e l e c t e d  c o n t r a c t s  w i th in  des igna ted  p r o j e c t s  i n  e i t h e r  a  f u l l  o r  a  modified 

vers ion .  Theprimarydifferencebetweenthetwo ve r s ions  i s  t h e d e g r e e  of l a t i t u d e  

:: DOEexercises inspecifyingthe'Criteriarequirements and t h e  subsequent detenni-  

n a t i o n o f  c o n t r a c t o r  compliancewith t h e  requirement. The modif iedimplementat ion 

in t roduces  a d d i t i o n a l  f l e x i b i l i t y i n t o t h e  implementation process  t o  accommodate 

such c o n t r a c t  f a c t o r s  a s  l e s s e r d o l l a r  va lue ,  r i s k ,  c r i t i c a l i t y ,  o r  prominence. 

The c o n t r a c t s  s e l e c t e d  f o r  f u l l  Criteriaimplementationwillmeet oneof t h e  

fo l lowing  gu ide l ines :  

o  Thecon t r ac t  has  a t o t a l  es t imated d o l l a r v a l u e  i n e x c e s s  of $50mi l l i on ;  

o  Thecon t r ac t  w o r k i s  of h i g h n a t i o n a l  o r  DOEurgency o r  a t t r a c t s  unusu- 

a l l y  high n a t i o n a l  o r  DOE i n t e r e s t ;  

o  The c o n t r a c t  work h a s  s p e c i a l  problem a reas  orknownhigh r i s k s  t h a t  

a r e  expected t o  e x i s t  during the  con t r ac t '  period; 'and 



o The con t rac t  has beenrecommended f o r  f u l l   riter ria implementation by 

. a Program Office Director.  

The con t rac t s  i n i t i a l l y  se lec ted  f o r  modified C r i t e r i a  implementation w i l l  
' .  

meet one of t h e  guidel ines , l i s t e d  below. F ina l  designation w i l l  be rnade'by the  
. . 

cognizant 'Sec re ta r i a l  o f f i c i a l .  

o The con t rac t  has a t o t a l  estimated d o l l a r  value between $2 m i l l i o n  and 

$50 .mil l ion.  ' 

o The contrac t  period of perfo&ance is more than one year. 

o The contrac t  has been recommended f o r  modified C r i t e r i a  implementation 

by a Program Office Director .  

Implementation of t h e  C r i t e r i a .  on an ex i s t ing  cont rac t  is  sub jec t  t o  con- '?, 

t r a c t u a l  agreement hetweenthe con t rac to r  and DOE. Subcontracts may be se lec ted  

f o r  app l i ca t ion  of t h e c r i t e r i a b y  mutual agreement betweenthe prime contrac tor  

and DOE Project  Manager, according t o  f h e  c r i t i c a l i t y  of the  subcontract  t o  t h e  .; 

projec t .  Firm-f ixed-price ' o r  f i&-f ixed-price with economic p r i c e  adjustment 

c o n t r a c t s  o r  subcontracts  o r d i n a r i l y  w i l l  not be se lec ted  f o r  app l i ca t ion  of 

the  C r i t e r i a .  A l l  o the r  types of new con t rac t s ,  including f ixed p r i c e  incent ive  

c o n t r a c t s ,  may have the  C r i t e r i a  applied.  Implementation of the  C r i t e r i a  is' 

not intended t,o a f f e c t , t h e b a s i s  onwhich progress payments o r  cos t  reimbursements 

a r e  made. The C r i t e r i a  do not address the  b a s i s  f o r  o r  cos t  reimbursement. 



CHAPTER I1 - CRITERIA DISCUSSION 

INTRODUCTION A. 

The C r i t e r i a  explana t ions  and i n t e r p r e t a t i o n s  contained i n  t h i s  chap te r  

a r e  intended t o  ensure t h e  app ropr i a t e  implementation of DOE'S c o n t r a c t  p e r  I 
. . . . 

formancemeasurement requirements.  A s  d i scussed  i n  paragraph I. G., t h e c r i t e r i a  

may be appl ied  i n  a  f u l l  o r  modified v e r s i o n  depending on DOE'S requirements . '  .. . 

Genera l ly ,  t h e  two implementation ve r s ions  may d i f f e r  wi th  regard t o  t h e  d e t a i l  

requi red  i n  con t r ac t  work d e f i n i t i o n ,  t h e  l e v e l  and composition of t h e  c o n t r o l  

po in t  s e l e c t e d  f o r  management of t h e  work, and t h e  ex t en t  of t h e  c o n t r a c t o r ' s  

systems documentation. 
) 

B. ORGANIZATION *, - . . . . . , .% . - 

  he Organizat ion s e c t i o n  of t h e  C r i t e r i a  i s  concerned p r i n c i p a l l y  wi th  

d e f i n i t i b n  of work requi red  t o  be performed by t h e  contrr ic tor  and wfth t h e  

assignment of t a s k s  t o  o rgan iza t ions  r e spons ib l e  f o r  performing . t h e  work. It I 
r e q u i r e s  t h a t  a l l  authorized work bede f ined  wi th in  t h e  framework of a  Contract  

Work Breakdown S t ruc tu re .  DOEICR-0016', Work ,Breakdown s t r u c t u r e  (WBS) Guide, 

provides guidance f o r  preparing a n d ' u s i n g  work breakdown s t r u c t u r e s .  
. , .  . 

1.. Contract Work BreakdownStructure(CWBS). The c o n t r a c t o r ' s  ex tens ion  

' & .  . qf t he  P rd j ec t  Summary WBS (PSWBS) should r e f l e c t  t h e  c o n t r a c t  scope of work and 

t h e  way t h e  c o n t r a c t  w o r k i s  t o  be managed and performed. It must i nc lude  theCWBS 

elements s p e c i f i e d  by DOE f o r  r e p o r t i n g ,  t h e  products  o r  s e r v i c e s  ( i nc lud ing  

c o n t r a c t  l i n e  i tems and major subcont rac ts  , a s  app l i cab le )  t o  be provided, i n t e r -  

med ia t e l eve lS ,  and c o s t  accoun t s .The lower l eve1  elements should be meaningful 

products  o r  t a s k  o r i en t ed  subd iv i s ions  of a  h igher  l e v e l  element. 

. a. TheCWBS se rves  many purposes and f a c i l i t a t e s  c o n t r a c t  planning by I 
providing a  formal s t r u c t u r e  f o r  i d e n t i f y i n g  and r e l a t i n g  t h e  work 

and the  work products.  It s i m p l i f i e s  t h e  problems of summarizing 

c o n t r a c t  o r  p r o j e c t  o r i en t ed  d a t a ,  and it e s t a b l i s h e s  t h e  r epo r t ing  



s t r u c t u r e  f o r  DOE r equ i r ed  management information. CWBS planning 

should t ake  i n t o  c o n s i d e r a t i o n  performance measurement d a t a  element 

requirements;  d a t a  summation c h a r a c t e r i s t i c s ,  scheduling systems, 

t echn ica l  performance parameters,  con f igu ra t ion  i tems,  and a c t u a l  

cos t  h i s t o r y .  ,The CWBS should recognize and acco~modate  t h e .  d i f -  

fe rences  i n  t h e  way work i s  oiganized and ,per.formed . i n  t h e  va r ious  

phases of development and demonstration, inc luding  design,  f ab r i ca -  

t i o n ,  i n s t a l l a t i o n ,  and cons t ruc t ion .  

There is a need f o r  c o n t r a c t o r  f l e x i b i l i t y  An t h e i r  ex tens ion  of t h e  .. 

PSWRS. Cont rac tors  may recommend and n e g o t i a t e  modi f ica t ions  t o  

t h e  pre l iminary  CWBS. The c o n t r a c t o r s  have complete f l e x i . b i l i t y  i n  

extending t h e  nego t i a t ed  CWBS t o  r e f l e c t  t h e i r  approach t o  accomp- 

l i s h i n g  t h e  work. It i s  not  necessary t o  extend a l l  branches of . . 

t h e  CWBS t o  t h e  same l e v e l .  The b a s i c  o b j e c t i v e  i s  t o  subdiv ide  

t h e  t o t a l  c o n t r a c t u a l  e f f o r t  i n t o  manageable u n i t s  of work. Large, 

complex, o r h i g h  r i s k  t a s k s  may r e q u i r e  numerous subd iv i s ions ;  t a s k s  

of l e s s e r  s i z e ,  complexity,  o r  r i s k  may r e q u i r e  s u b s t a n t i a l l y  fewer 

l eve l s .  There i s  no need t o  u s e  "dummy" ' l e v e l s  i n  o rde r  t o  f o r c e  

a l l  segments of t h e  CWBS t o  acommon l e v e l .  However, i f  t h i s  enables  

t h e  c o n t r a c t o r  t o  use  a p a r t i c u l a r  d a t a  accumulation coding system 

more e f f e c t i v e l y ,  dummy l e v e l s  a r e  acceptable .  

I n  t h e  es tab l i shment  of t h e  CWBS lower l e v e l s ,  t h e  d i f f e r e n c e s  be- -- - - 

tween t h e  type  of e f f o r t  performed by t h e  va r ious  c o n t r a c t o r s  in- 

volved must be recognized. For example, dur ing  system des ign ,  an  

a rch i t ec t - eng inee r ' s  work normally i s  organized and performed along 

t h e l i n e s  of t h e  major subsystems of t h e  o v e r a l l  system. The des ign  
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begins wi th  t h e  o v e r a l l  concept and i s  developed, t o p  down, i n  pro- 

g r e s s i v e l y  g r e a t e r  d e t a i l  u n t i l  i t .  is  e s t a b l i s h e d  a t  t h e  component 

l e v e l .  D u r i n g c o n s t r u c t i o n , t \ ~ e o p p o s i t e  0ccurs.A bottoms up process  

is used. Components a r e  joined toge the r  i n p r o g r e s s i v e l y l a r g e r  assem- 

b l i e s  u n t i l  t h e ,  system and even tua l ly  t h e  f a c i l i t y  i s  completed. 

Addi t iona l ly ,  cons t ruc t ion  i s  performed by work l e v e l  and a rea ,  and 

i t  may be' imprac t i ca l  f o r  a  c o n s t r u c t o r  t o  use  t h e  same CWBS elements  

o r  l e v e l s  t h a t  were used i n  t h e  design.  To f a c i l i t a t e  proper c o n t r a c t  

I .  

management, ex t ens ion  of t h e  CWBS should be compatible wi th  t h e  
- t 

,manner i n  which t h e  work proceeds. 

2. I n t e r r e l a t i o n  of WBSand t h e  Funct iona l  Organization. TheCWBS h e l p s  
t 

d e f i n e  and organize t h e  work. t o  be performed by log ica l .  work subdiv is ion .  The con- 

t r a c t o r ' s  o rgan iza t iona l  s t r u c t u r e  should r e f l e c t  t he  way t h e  people who w i l i  

accomplish t h e  work have been organized. To a s s i g n  s p e c i f i c  work respons ib i -  

l i t y ,  t h e  CWBS and o rgan iza t iona l  s t r u c t u r e  should be i n t e r r e l a t e d  wi th  each 

o t h e r ;  t h a t ' i s ,  functionalresponsibilityis e s t a b l i s h e d  f o r  pe r fo rming iden t i f i ed  

u n i t s  of work. This  i n t e r r e l a t i o n s h i p  may occur  a t  any l e v e l ,  bu t  t h e , C r i t e r i a  

r e q u i r e  t h a t  t h e  i t i t eg ra t ion  e x i s t  both a t  t h e  t o t a l  c o n t r a c t  l e v g l  and. a t '  t h e  

l e v e l  where performance of work i s  managed. Other n a t u r a l  p o i n t s  of i n t e g r a t i o n  

may occur  a s  a  r e s u l t  of t h e  manner i n  which t h e  c o n t r a c t o r ' s  s chedu l ing , '  

budgeting, work au tho r i za t ion ,  e s t ima t ing  and performance measu.rement systems 

i n t e r f a c e  with each o t h e r  and wi th  t h e  CWBS. Figure 2 d e p i c t s  i n t e g r a t i o n  

between t h e  CWBS, t h e  o rgan iza t ion ,  and t h e  d i f f e r e n t  systems using t y p i c a l  

c o n t r a c t o r  systems documentation. This  Figure a l s o  r e f e r s  t o  subsequent r e l a t e d  

F i g u r e s t h a t  provide f u r t h e r ~ i n s i g h t  on systems i n t e g r a t i o n .  
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3. Establishment of Cost Accounts. The assignment of lower l e v e l  CWBS 

elements t o  responsible lower l e v e l  func t iona l  managers provides a key point  

f o r  ,management con t ro l  purposes and c o s t  co l l ec t ion .  ' The lowest CWBS l e v e l  

a t  which organiza t ional  r e s p o n s i b i l i t y  f o r  individual  CWBS elements e x i s t s  i s  

re fe r red  t o  a s  the  cos t  account l eve l .  A t  t h i s  l e v e l ,  a c t u a l  c o s t s  a r e  accumu- . .. 

l a t e d  and compared with budgeted c o s t s ,  i.e., performance measurement is  con- 

ducted. Scme con t rac td r s  may choose t o  s o l l e e t  c o s t s  and make performance 

comparisons a t  a s t i l l .  lower level..' 

. . 

As the  na tu ra l  point  f o r  cos t :  .and 'schedule planning and con t ro l ,  t h e  
. . .  

'. c o s t  account a l o g i c a l  point  f d r  c o s t .  c o l l e c t i o n  and evaluat ion.  While 

i t  i s  usual ly  located immediately above the' d e t a i l e d  job l e v e l ,  a cos t  account 

may be located a t  highe,r levelswheni'ncons.onance with t h e  contractor 's :method 

of management. The da ta  elements (Budgeted Cost f o r  work Scheduled (BCWS), ......._ . . ::. .. . ... 
: q. .. .. . . .. .. 

Budgeted Cost f o r  Work Performed (BCWP), Actual Cost of work Performed. (ACWP)., 
. . 

Budget a t  Completion (BAC), Estimate a t  Completiori'(EAC), and variances)  de- 

termined a t  t h e  cos t  account l e v e l  should be summarized up through both theCWBS 9 :  

and the  organiza t ional  s t r u c t u r e  f o r  repor t ing  t o  higher l e v e l s  of cont rac tor  

management and t o  DOE. 

a. As  a key point  f o r  planning and con t ro l l ing  of . t h e  con t rac tua l  e f f o r t ,  

v i r t u a l l y  a l l  a spec t s  of t h e  management con t ro l  systems come together  

a t  t h e c o s t  account, including budgets (both f o r  i n t e r n a l  e f f o r t  and 

f o r  planned procurements), es t imates ,  schedules, work assignments, 

cos t  co l l ec t ion ,  progress assessment, problem i d e n t i f i c a t i o n ,  va r i -  

ance ana lys i s ,  and c o r r e c t i v e  ac t ion .  Most mdnagement ac t ions  taken 

a t  higher l e v e l s  a r e  on an exception b a s i s ,  based on s i g n i f i c a n t  

problems i d e n t i f i e d  a t  t h e  c o s t  account level .  For t h e s e  reasons,  
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t h e  l e v e l s  s e l e c t e d  f o r  es tab l i shment  of c o s t  accounts by t h e  con- 

t r a c t o r  should b e c a r e f u l l y c o n s i d e r e d a t  t h e  o u t s e t  of a  new c o n t r a c t  

t o  i n s u r e  t h a t  t h e  work w i l l  be proper ly  defined %nto manageable 

u n i t s  and t h a t  funct~onalresponsibilities and a u t h o r i t i e s  a r e c l e a r l y  

and reasonably e s t ab l i shed .  The q u a l i t y  and amount of v i s i b i l i t y  

a v a i l a b l e  during the '  performance of t h e  c o n t r a c t  w i l l  be d i r e c t l y  

r e l a t a b l e  t o  t h e  l e v e l  and make-up of t h e  c o s t  accounts.  

b. I n t e g r a t i o n  of t h e  CWBS and o r g a n i z a t i o n a l  s t r u c t u r e  a t  t h e  c o s t  

account . . level  may be v f sua l i zed  a s  a  ma t r ix  with the  f u n c t i o n a l  

o rgan iza t ions  l i s t e d  on one a x i s  and t h e  app l i cab le  CWBS elements ,; 

l i s t e d  on t h e  o t h e r  .axis. F igure  3 i l l u s t r a t e s  t h i s  r e l a t i o n s h i p  ; 

and inc ludes  a  sample coding s t r u c t u r e .  Each o rgan iza t ion  may then  

be  c l e a r l y  i d e n t i f i e d  - w i t h  t h e  work f o r  which i t  i s  respons ib le .  

Further  subd iv i s ionof  t h e  workmaybe accomplished by t h e  r e spons ib l e  . 

organ iza t ion  manager by ass igning  work t o  support ing u n i t s  f o r  per- 

formance. C r i t i c a l  subcon t r ac t s  ( a s  determined by t h e  prime c o n t r a c t o r  

and DOE P r o j e c t  Manager) must ' a l s o  be s e p a r a t e l y  measured and in t e -  

g ra t ed  i n t o  t h e  CWBS. Subcontracts  may be i d e n t i f i e d  and t r e a t e d  

a s  i n d i v i d u a l  CWBS elements and c o s t  accounts ,  i f  t h e i r  va lue ,  com- 

p l e x i t y ,  and need f o r  v i s i b i l i t y  warrants .  

c .  Cont rac tors  should be g iven  f l e x i b i l i t y  i n  t h e  p o i n t s  of i n t e r f a c e  

between t h e  CWRS and t h e i r  o r g a n i z a t i o n a l  l e v e l s .  Cost accounts  

shou ld .no t  be e s t a b l i s h e d  be lowthe  l e v e l  a t  which cosdt and schedule 

management c a p a b i l i t y  and responsibilityactuallyexist. The organi- 

z a t i o n a l  l e v e l  s e l e c t e d  f o r  c o s t  account r e s p o n s i b i l i t y  should be 
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c o n s i s t e n t  wi th  t h e  l e v e l  of management r e spons ib l e  f o r  c o s t  and 

schedule .performance. This  avoids t h e  gene ra t ion  of plans,  docu- 

ments, and performance r e p o r t s  which do not improve management con- 

t r o l .  s i m i l a r  f a c t o r s  should be considered i n  s e l e c t i n g  t h e  CWBS 

l e v e l  a t  which c o s t  accounts  a r e  e s t ab l i shed .  

While a l l  d i r e c t  c o s t s  a r e  accumula ted in  c o s t a c c o u n t s ,  t h e  C r i t e r i a  
7 

do not r e q u i r e  t h e  record ing  of i n d i r e c t  c o s t s  a t  t h i s  l e v e l .  Con- 

t r a c t o r s  must,' however, be a b l e  t o  i d e n t i f y  themanagers  r e spons ib l e  

f o r  c o n t r o l l i n g  the  i n d i r e c t  c o s t s  t h a t  a r e  a l l o c a t e d  t o  government 

con t r ac t s .  I n d i r e c t  budgets should be  e s t a b l i s h e d  and ass igned  t o  

t he  o rgan iza t iona l  managers r e spons ib l e  f o r  c o n t r o l l i n g  such cos t s .  

Fur ther ,  overhead pools  and corresponding budgets must bedes igna ted  ..: 

and t h e  methods used f o r  a l l o c a t i o n c l e a r l y  def ined  and Qocumented. ' 

.. . 

e. A t  t h e  c o s t  account l e v e l a l l  work should be planned i n  one of t h r e e .  . 

d i f f e r e n t  types  of e f f o r t :  I . \. '" 

o Work Packages - d i s c r e t e  t a s k s  which have a s p e c i f i c  end product\ 

o r  end r e s u l t ;  

l o Level of E f f o r t  (LOE) - work which does not  r e s u l t  i n  a  f i n a l  

product,  e.g., l i a i s o n , c o o r d i n a t i o n ,  follow-up, o r  o t h e r  suppor t  

a c t i v i t i e s ;  and 

o -Apportioned E f f o r t -  f ac to red  e f f o r t w h i c h  c a n b e d i r e c t l y  r e l a t e d  

t o  o t h e r  d i s c r e t e  t a s k s ,  e.g., p o r t i o n s o f  q u a l i t y c o n t r o l  o r  in- 

spec t ion .  

All workunder t h e  con t r ac tmus t  e v e n t u a l l y b e  planned as, and placed 

i n ,  one of t h e s e  c a t e g o r i e s d u r i n g  t h e  performance of t h e  con t r ac t .  



4. Work Packages. I n  a  f u l l  C r l t e r i a  implementation, work packages 

c o n s t i t u t e  t h e  b a s i c  bu i ld ing  blocks used by t h e  con t r ac to r  i n  planning,  con- 

t r o l l i n g ,  and meastiring c o n t r a c t  performan=e. To be e f f e c t i v e ,  a  work package 
. . .  . .  

Y should have t h e  c h a r a c t e r i s t i c s  de l inea t ed  i n  t h e  Glos'sary, Attachment 1. I n  

f u l l  C r i t e r i a  implementation, a  work package is  simply a  lower l e v e l  t a s k  o r  

job assignment w i th in  a  c o s t  account. It d e s c r i b e s t h e  work t o  be accomplished 

by a  s p e c i f i c  performing o rgan iza t iona l  element and se rves  a s  a  v e h i c l e  f o r  , 
I 

monitor ing and r epor t ing  progress  of work. I n  t h e  c a s e  of a  modified C r i t e r i a  I 
implementation, o b j e c t i v e  i n d i c a t o r s  r e f l e c t i n g  groups of t a s k s  maybe usedand I 

B 

viewed as work packages. Thus, t h e  term "work package" can r e f e r  t o  a  s i n g l e  
! 

t a s k  w i t h i n a c o s t a c c o u n t o r  a  grouping of such t a s k s  a t  t h e  c o s t  account l e v e l .  

It is  a gene r i c  term used t o  i d e n t i f y d i s c r e t e  t a s k s  o r  grouping of t a s k s  which 

have a  d e f i n a b l e  end r e s u l t .  

a. Work packages should be n a t u r a l  subdiv is ions  of e f f o r t  planned accord- ' 

ing  t o  t h e  way t h e  work w i l l  be done and such planning should 

s a t i s f y  t h e  requirements f o r  performance measurement. From- t h e  stand- 

po in t  of eva lua t ing  accomplishment, th i smeans  t h a t  t h e  work-in-process 

assessment should ' be minimized. On s h o r t  work packages, l i t t l e  o r  

no assessment of work-in-process is  requi red  b e c a u s e t h e i r e a r n e d v a l u e  

I '  . .  

measurement ' i s  based ma.inly on completed work packages. On longer  

I work packages, v a l i d  work-in-process assessment should be achieved 

I by use  of o b j e c t i v e  i n d i c a t o r s ,  such a s  d i s c r e t e  mi les tones  wi th  pre- 

I assigned budget va lues  o r  completion percentages t o  subdiv ide  t h e  

! ' work. 

b. Workpackages vary s i g n i f i c a n t l y  be tweencont rac tors  and between t h e i r  

o rgan iza t iona l  func t ions .  Within a  c o n t r a c t o r ' s  o rgan iza t ion ,  work 

17 



. packageswi l l  d i f f e r  depending on s e v e r a l  f a c t o r s ,  inc luding  t h e  type 
. . - .  

and aniount of work involved, i t s  complexity,  t h e  schedule c o n s t r a i n t s ,  . 

e t c .  For example, component f a b r i c a t i o n  work packages tend t o  be 

r e l a t i v e l y  s imple and sho r t .  I n  c o n t r a s t ,  an  engineering des ign  

work packagemay e n t a i l  p r e p a r a t i o n  of a  complex s p e c i f i c a t i o n  and re- I 
q u i r e  anumber ofmonths t o  complete. For t h e s e  reasons,  t h e c r i t e r i a  

do not  impose ' s p e c i f i c  , l i m i t a t i o n s  on work package ' dura t ion .  It 

should be recognized, however, t h a t  performance measurement i s  accomp- 
. . .  , .. . 

l i s h e d  and repor ted  t o  DOE o n  a  monthly b p i s  f o r  .summary l e v e l  items. 

&.mentioned above, t h e  earned va lue  repor ted  should be based on 

completed work p l u s  a de termina t ion  of t h e  amount of work-in-process 

completed. Unless o b j e c t i v e - - i n d i c a t o r s  a r e  used t o  promote t h e  work- 

in-process eva lua t ion ,  work packages which extend over s e v e r a l  r e p o r t i n g  

per iods  may r e q u i r e  an  undes i r ab le  amount of s u b j e c t i v e  eva lua t ion  ' 

t ode t e rmine  t h e  amount and va lue  of in-process -work completed a s  

of t h e  r e p o r t i n g c u t o f f  da te .  On t h e  o t h e r  hand, work packages which ' 

s t a r t  .during one r epor t ing  period and 'end during t h a t  per iod o r  t h e  

next ,  p r o v i d e a m o r e o b j e c t i v e  b a s i s  f o r  determining s ' t a t u s o f  c o n t r a c t  

work. Th i s  does no t  mean t h a t  t h e  C r i t e r i a  r e q u i r e  work packages - .  

t o  be  l imi t ed  t o  two months. i n  d u r a t i o n ,  but  r a t h e r  t h a t  l o g i c a l  

and r a t iona lme thods  f o r  eva lua t ing  completed work-in-process should 

e x i s t .  

5. Level  of E f f o r t  (LOE). - Support type e f f o r t ,  o r  LOE a c t i v i t y ,  i s  

measured d i f f e r e n t l y  from di ' sc re te  t a sks .  While d i s c r e t e  t a sk  accomplishment 

can  be  measured through va r ious  methods based on t h e  completed work, LOE i s  

"measured" through t h e  passage of t ime ( i . e . ,  t h e  BCWP i s  equal  t o  t h e  BCWS 



f o r  t h e  r epo r t ing  period).  LOE'kust be. segrega ted  from d i s c r e t e  work i n  o r d e r  

t o  avoid ' d i s t o r t i n g  i t s  measurement. Normally, LOE c o s t s  a r e  accuinulated se- 

p a r a t e l y  from work package c o s t s  i n  o rde r  t o  permit t h e  eva lua t ion  of  t h e  

measurable e f f o r t  p r i o r  t o  i t s  combination with t h e  LOE da ta .  $or example, 

t h i s  s e p a r a t i o n  could be accommodated by adding a s u f f i x  t o  t h e  code f o r  t h e  

c o s t  account number i n  F igure  3. The amount of LOE a c t i v i t y  w i l l  vary  among 

performing o rgan iza t ions ,  but  w i t h i n  each o r g a n i z a t i o n  LOE should be he ld  t o  

t h e  lowest p r a c t i c a l  l e v e l .  The C r i t e r i a  do not e s t a b l i s h , g u i d e l i n e s  a s  t o  

how much LOE i s  a c c e p t a b l e , h u t  requi re . , tha t  o n l y  work which cannot be ~ e a s u r e d  

o r  apport ioned be des igna ted  LOE. LOE, l i k e  work packages, should be  budgeted 

on a  time-phased b a s i s  f o r  c o n t r o l  and r epor t ing  purposes. 

6. Apportioned Ef fo r t .  ~ ~ ~ o r t i o n e d  ,ef..fort is dependent upon o r  r e l a t e d  

i n  d i r e c t  p ropor t ion  t o  t h e  performance of o t h e r  work. For example, q u a l i t y  

assurance '  and o t h e r  ' inspec t ion  func t ions  inay be planned as apport ioned e f f o r t  

based on t h e  amount of des ign  drawings o r  c o n s t r u c t i o n  e f f o r t .  Apportioned 

e f f o r t  may be included and budgeted a s  a  p a r t  of t h e  d i s c r e t e  t a s k  t o  which i t  

r e l a t e s  o r  may 'be e s t a b l i s h e d  as a s epa ra t e  t a s k  wi th  i t s  own budget based on 

a  percentage of t h e  r e l a t e d  t a s k  budget. Costs  must be accumulated c o n s i s t e n t  
. . 

with  themanner i n  which the. apportioned e f f o r t  i s  budgeted. Fac to r s  e s t a b l i s h e d  

f o r  budgeting apportioned e f f o r t  and .- measuring ... . i t s  eareed va lue  must be documented 

and appl ied  i n  a f o r m a l ,  c o n s i s t e n t  manner. Apportioned e f f o r t  should be l i m i t e d  

t o t h a t  .which is  genuinely r e l a t e d  t o  d i s c r e t e  e f f o r t .  

7. Deta i led  Planning. While a l l  c o n t r a c t u a l  ... , e f f o r t  i s  even tua l ly  planned 

and con t ro l l ed  i n d e t a i l ,  such planning may not  be p r a c t i c a l  o r  p o s s i b l e  f o r  a n  

e n t i r e  c o n t r a c t  a t  t h e  o u t s e t .  A " r o l l i n g  wavett o r  incremental  planning ap- 

proach may be used i n  doing t h e  d e t a i l e d  planning. Under t h i s  approach, 



w o r k i s  planned i n  f i n i t e ,  but  s i z a b l e  planning increments a t . t h e  o u t s e t  of a 

- con t r ac t .  These planning increments form t h e  b a s i s  f o r  i n i t i a l  work a u t h o r i z a t i o n ,  

budgeting and scheduling. A s  t h e  near term c o n t r a c t  work i s  def ined  and 

planned i n  more d e t a i l ,  t a s k s  s u i t a b l e  f o r  job assignment evolve n a t u r a l l y  . 
and t h e  work i s  segregated i n t o  cos t  accounts ,  work packages, LOE, e t c .  Thus, 

t h e  c o n t r a c t u a l  e f f o r t  is  progress ive ly  d iv ided  i n t o  smal le r  segments a s  work 

on  t h e  c o n t r a c t  proceeds and a s  r e s p o n s i b i l i t y  is  assigned t o  success ive  lower 

l e v e l s  of management. However, such work d e f i n i t i o n  must be accomplished i n  

s u f f i c i e n t  t ime f o r  budgets t o  be developed and d e t a i l e d  p l ans  f o r  work accom- 

plishment t o  becompleted. Deta i led  planning extending.approximately s i x  months 

i n t o  t h e  f u t u r e  should provide ' adequate planning and .control .  However, t h e  

e x t e n t  of t h e  d e t a i l e d  planning i s  determined by t h e  n a t u r e  of t h e  work. For 

'example, t h e d e s i g n  of a p a r t i c u l a r  system could be unusual ly d i f f i c u l t  t o  de- -. " 
ve lop  and u n t i l  t h e  f i n a l  con f igu ra t ion  is  determined, d e t a i l e d  planni'ng could " 

encompass l e s s  than  s i x  months. Once work has  been def ined  and budgeted, con- 

t r o l s  should be  e s t a b l i s h e d  t o  minimize f u r t h e r  changes t o  t h e  budget, schedule,  ! 

o r  scope of t h a t  work, p a r t i c u l a r l y  i n .  t h e  near  t ime frame (approximately '' 
. . 

30 days) .  

C. PLANNING AND BUDGETING 

Genera l ly ,  t h e  planning and budgeting C r i t e r i a  r e q u i r e  ' t ha t  a l l  au thor ized  

work be scheduled and t h a t  budgets be assigned t o  i d e n t i f i e d  manageable u n i t s  

of work. 

1. Planning. The assignment of budgets t o  scheduled segments of work 

produces a t ime-phased p lan  aga ins t  which a c t u a l  performance can  be compared. 

The es tab l i shment ,  maintenance, and use  of ,such a plan '  a r e  extremely important 

a s p e c t s  of performance measurement. Good plannir@ demands thoroughness and 

>-, 7 
d i s c i p l i n e  a t  t h e  o u t s e t  dnd..continuing d i s c i p l i n e  i s  requi red  t o  main ta in  



and opera te  the  plan. This does not mean t h a t  the  system must be t o t a l l y  

i n f l e x i b l e  but. t h a t  changes t o  the  time-phased budget plan must be con t ro l l ed  

i n  a  d i sc ip l ined  manner. 

a. While planning i s  required a t  a l l  l e v e l s  of management, i t  becomes 

progressively more d e t a i l e d  and f i n i t e  a t  lower l e v e l s  of t h e  or- 

ganiza t ional  s t r u c t u r e  and t h e  CWBS. Usually, a l l  t he  work f o r  a 

given con t rac t  cannot be planned i n  terms of d e t a i l e d  work a t  t h e  

outse t .  However, i t  can and should be i n i t i a l l y d i v i d e d  i n t o  l a r g e r  
. . + 
-' . .* . . segments so  t h a t  t h e  e n t i r e  con t rac t  requiremgnt may be viewed a s  a  

sum of i d e n t i f i e d  par ts .  

b. When i t  i s  c l e a r l y  impract ica l  t o  p lan  a l l  authorized work i n i t i a l l y  

i n  cos t  accounts, budgets f o r  t h e  work should be assigned t o  higher 

CWBS and organiza t ional  l e v e l s  f o r  subdivision t o  the  cos t  account 

l e v e l  a t  t h e  e a r l i e s t  opportunity. The budget f o r  t h i s  e f f o r t  must 

be i d e n t i f i e d  s p e c i f i c a l l y  t o  t h e  work f o r  which i t  i s  intended, 

be time-phased, and be con t ro l l ed  t o  insure  t h a t  i t  i s  not used 

o r  t r ans fe r red  f o r  accomplishing otherwork. E v e n t u a l l y , a l l  t h e  work 

t o  be performedwill  bebudgeted by s p e c i f i c  organiza t ional  elements 

t o  the  appropr ia te  'cost accounts (See ~ i g u r e  4) .  The key point  pertain-  

ing t o .  summary l e v e l  planning is  , t h a t  i t  i s  no s u b s t i t u t e  f o r  e a r l y  

and d e f i n i t i v e  planning a t  the  c o s t  account level .  Without timely 

work d e f i n i t i o n  and r e a l i s t i c  budget a l l o c a t i o n ,  t h e  v a l i d i t y  of 

t h e  performance measurement base l ine  i s  questionable. . 

c. I n  t h e  case  of authorized unpriced work, t h e  cont rac tor  should plan 

and budget near term e f f o r t  i n  cos t  accounts while t h e  remaining 





e f f o r t  and budget maybe planned a t  a  h igher  l e v e l .  Af te r  negot- 

i a t i o n ,  t h e  remaining e f f o r t  w i l l  be planned and budgeted wi th in  

I c o s t  accounts  a s  soon a s  p r a c t i c a b l e  t o  a s s u r e  d i s c i p l i n e d  b a s e l i n e  I 
I 

planning. 

2. Work Authorizat ion.  Beforeworkactuallybegins, t h e c o n t r a c t o r ' s w o r k  

a u t h o r i z a t i o n s y s t e m s h o u l d  d e f i n e  and i d e n t i f y  t h e  work t o b e d o n e b y t h e  organi-  

z a t i o n a l  elements respons ib le .  Schedules and budgets should be e s t a b l i s h e d  f o r  

I a l l  work. Documents t o  accomplish t h e s e  a c t i v i t i e s  g e n e r a l l y  a r e  a l r eady  a v a i l a b l e  

i n  t h e  c o n t r a c t o r ' s  systems a t  app rop r i a t e  l e v e l s  w i t h i n  t h e  framework of  t h e  

'. CWBS. , These documents may have a  v a r i e t y  of names and may s e r v e  more t han  one 

purpose, e.g., one document may t r ansmi t  t h e  a u t h o r i z a t i o n  t o  both p l an  and per- 

fond t h e  work. F i g u r e 5 s h o w s t y p i c a l  documents used by c o n t r a c t o r s  t o  a u t h o r i z e  

work from t h e  c o n t r a c t  l e v e l  t o  t h e  work package l eve l .  

I 3. Scheduling. The schedul ing system should i nc lude  a l l  s p e c i f i c  work , 

' 

t o  t h e l o w e s t  de f inede l emen to f  theCWRS i n  a  way which i s  compatible  wi th  con- 

I t r a c t  mi les tones  and meaningful i n  terms of t h e  t e c h n i c a l  requirements  of t h e  

c o n t r a c t .  The schedules  w i t h i n  t h e  schedul ing system should i d e n t i f y k e y  mile- 
''. . 

s tones  and a c t i v i t i e s  which recognize  s i g n i f i c a n t  c o n s t r a i n t s  and r e l a t i o n s h i p s .  

I The mi les tonesmust  beobjectivelymeasurable. T h e c o n t r a c t o r ' s  schedul ing system 

1 should i n t e r f a c e  with o t h e r  planning and c o n t r o l  systems t o  t h e  ex t en t  necessary 
1 

f o r  measurement and e v a l u a t i o n  of c o n t r a c t  s t a t u s . T h e  schedul ing system should 

provide c u r r e n t  s t a t u s  and f o r e c a s t s  of comple t ionda tes  f o r  scheduledwork. The 

c o n t r a c t o r ' s  summaryand d e t a i l e d  schedules  shouldenab1.e a  comparison of planned 

and actualaccomplishment  basedon .mi l e s tones  o r  o t h e r  i n d i c a t o r s  used by t h e  

c o n t r a c t o r  f o r  c o n t r o l  purposes. 

a.  The C r i t e r i a  do not  r e q u i r e  t he  use of a  s p e c i f i c  schedul ing system 
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o r  methodologies. Bas i ca l ly ,  t h e  C r i t e r i a  r equ i r e '  t he  don t r ac to r '  s. 

. . 
scheduling system t o  be formal ,  complete, and c o n s i s t e n t i  It should 

! / 

con ta in  a  summary o r  master  schedule and r e l a t e d  subording'te schedules  

which provide a  l o g i c a l  sequence from t h e  c o n t r a c t  l e v e l  t o  t h e  work 

packageleve l .  .various scheduling techniques a r e  avai1abl.e which w i l l  

s a t i s f y  t h e s e  requirements.  Networking o r  . c r i t i c a l  path techniques 

maybe used a t  summary and in te rmedia te  l e v e l s  and be supported by . . 

ba r  c h a r t s  o r  o the r  techniques a t  t h e  work package l e v e l ,  i f  d e s i r e d ,  

provided adequate and c l e a r  relat ionshi 'ps  . . e x i s t  between succes s ive  
i ' 

l eve l s .  Figure 6 i l l u s t r a t e s  a  t y p i c a l  scheduling h i e ra rchy  and how 

t h e  c o n t r a c t o r ' s  schedules  a r e  an ex tens ion  of t h e  DOE p ro j ec t '  master  ' 

schedule.  

b. The schedule ind ica to ' r s  used t o  measure progress  must be meaningful 

and occur .wi th  s u f f i c i e n t  frequency . t o  pkovide a .  b a s i s  f o r  a c c u r a t e  

. measmrement of accomplishment.. . This  r e q u i r e s  p rov i s ion  f o r  monthly 

performancemeasurement t o  s u p p o r t t h e  de t e rmina t ionof  c o s t  and schedule 

performance s t a t u s  a t  t he  c o s t  account l e v e l .  Any rescheduling must 

.. ; be cons t ra ined  so  a s  t o  main ta in  -, . . cons is tency  with key schedule d a r e s  

and changes should not be made t o  t h e  budgets o r  va lues  assigned t o  

performance measurement i n d i c a t o r s  which a r e  scheduled t o  occur i n .  

t h e  cu r r en t  monthly accounting period.  ~ r b c e d u r e s  should be' e s t a b l i s h e d  

which p r o v i d e . t h e n e c e s s a r y c o n s t r a i n t s t o m a i n t a i n p e r f o m a n c e  measure- 

ment b a s e l i n e  s t a b i l i t y .  and i n t e g r i t y .  , 

c. .To achieve e f f i c i e n t  day-to-day workloading of t h e  performing organi-  

z a t i o n s  and t o  r e f l e c t  c u r r e n t  schedule p r i o r i t i e s ,  work may .be  re- . 

scheduled p r i o r  t o  i t s  scheduled s t a r t  da t e .  This process ,  however, 
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must be =on t ro l l ed  t o  avoid problems i n  s a t i s fy i r ig  t he  requirements  

f o r  advance planning and maintenanceof i n t eg ra t ed  schedules.  F u r  I I 
' I 

t h e r ,  t h e c l o s i n g  packages ( i . e . , t hose  a f f e c t e d  by' 
I 

t h e  change) and opening of new work packages f o r  each ' c o n t r a c t  change 

gene ra l ly  does not c o n s t i t u t e  a  p r a c t i c a l  o r  economical. approach. 

Y Under t hese  condi t ions ,  rescheduling of t h e  a f f e c t e d  work-in-process 

I1 may b e a p p r o p r i a t e  and acceptab le ,  providing procedures a r e  i n  exis-  

11 t ence  which prevent t h e  inadve r t en t  i n v a l i d a t i o n o f  base l ine  schedules  

through these  d e t a i l - l e v e l  changes. The substance of such procedures 

should be. t o  l i m i t  t h e  range of rescheduling so a s  t o  main ta in  c o w .  

s i s t e n c y  wi th  key schedule  d a t e s  on t h e  in te rmedia te  and master  

schedules.  Themeasurement of performance through the  use  of o b j e c t i v e  

i n d i c a t o r s  does not  e l imina te  t h e  requirement f o r  d e t a i l e d  planning 

and 'control  of .work. This  i s  e s s e n t i a l  i f  schedules  and e f f i c i e n t  

I performance a r e  t o  be maintained. Examples of ob j e q t i v e  i n d i c a t o r s  

f o r  measuring accomplishmentofworkmayinc1ude:theuse o f m i l e s t o n e s  

wi th  assigned - o r  readilydeterminablebudget values ;  d i r e c t  measure- 

ment of accomplishment i n  terms of u n i t s  of work; a f o r m  of equ iva l en t  
. . .. . .  

o r  earned u n i t  measurement system; o r  an input-output measurement 

I system which compares planned l e v e l s  and a c t u a l  performance. A con- I 
' 9  

t r a c t o r  who a l ready  has  a n  e f f e c t i v e  means of measuring performance 

normally can  cont inue t o  use t h a t  means and should be a b l e  t o  s a t i s f y  

t h e  C r i t e r i a ,  provided t h a t  ' t h e  measurement is  i n t e g r a t e d  wi th  t h e  

base l ine '  plan f o r  t h e  performance of t h e  work. 

d.. The c o n t r a c t o r  must have a  b a s e l i n e  p lan  d l f c h  r e f l e c t s  t h e  i n t e g r a t i o n  

of  t hebudge t s  and t h e  ' schedules  f o r t h e  plannedwork. Thebudgets  f o r  

t h e  work planned must be time-phased i n  accordance wi th  t h e  schedule 



I f o r  t h e p e r f o m a n c e o f  t h e  work. The performance measurementindica- 
L 

t o r s  (milestones,earnedunits ,  schedu ledou tpu t , e t c . )  must b e c l e a r l y  

i d e n t i f i e d . a n d  d i r e c t l y  t r a c e a b l e  t o  c o s t  accounts.  They must be 

scheduled i n  a sequence which suppor t s  t h e  achievement of h ighe r  

l e v e l  schedules ,  inc luding  those  s p e c i f i e d  f o r  t h e  c o s t  accounts.  
\ 

Theindicatorsmustclearlyrepresent t h e  accomplishmentof a n  i d e n t i -  

f i a b l e  q u a n t i t y  of work w i t h i n  t h e  c o s t  account and be assigned 

a va lue  r e f l e c t i n g  t h e  planned c o s t  of t h a t  work. These va lues  must 

summarize o r  r e c o n c i l e  t o  t h e  t o t a l  budget f o r  t h e  c o s t  account. 

The u s e o f  anearnedvaluetechniquewhichisonly g e n e r a l l y  i n d i c a t i v e  

of someprogress(e.g.,equalvaluemilestones not  r e l a t e d  t o  s p e c i f i c '  
. . 

work) i s  not  acceptable .  

4 .  Budgeting. Planning .and scheduling t h e  c o n t r a c t  work provides t h e  b a s i s  '., 

f o r  developing budgets and work au tho r i za t ions .  As t h e  work is p rog res s ive ly  '; 

de f ined  i n  g r e a t e r d e t a i 1 , b u d g e t s  f o r  t h e  planned and scheduled work should be 

concur ren t ly  assigned.Budgets a t  t h e  work package o r  c o s t  account l e v e l  maybe . 

s t a t e d  e i t h e r  i n  d o l l a r s ,  manhours, o r  o t h e r  measurable u n i t s ;  budgets f o r  . 

c o s t  accounts  and h ighe r  l e v e l s  a r e  normally expressed o r  summarized i n d o l l a r s .  

I n  gene ra l ,  t h e  c o n t r a c t o r ' s  budgeting systems should provide f o r :  

o  Direc t  budgets a l l o c a t e d  t o  t h e  o rgan iza t ions  r e spons ib l e  f o r  perform- 

ing t h e  planned work i d e n t i f i e d  t o  CWBS elements;  
8 

o I n d i r e c t  budgets a l l o c a t e d  t o  s p e c i f i c  o rgan iza t ions  having respons i -  

.,. 
b i l i t y  f o r  c o n t r o l l i n g  i n d i r e c t  c o s t s ;  

o  Separate  i d e n t i f i c a t i o n  of any management reservebudget  and u n d i s t r i -  

buted budget; and 

o The t o t a l  of d i r e c t  and i n d i r e c t  budgets,  management r e s e r v e  budget, ,  

and und i s t r i bu ted  b u d g e t e q u a l i n g t h e  c u r r e n t  negot ia ted  c o n t r a c t  'cost 

p l u s  t h e  est imated c o s t . o f  au thor ized  unpriced work. 



Since primary budget assignments may be made t o  func t iona l  organiza t ions ,  t h e  

l e v P l  a t  'which ' the o rgan iza t iona l  and 'CWBS elements a r e  i n t e i t a t e d  may be  

, t h e  f i r s t  poirit a t  which bydgets a r e .  s p e c i f i c a l l y  assigned t o  CWBS elements.  

'Th i s  i s  not always t h e  case. Ce r t a in  elements of t h e  CWBS'may have budgets 

"assigned a t  t h e  summhry l e v e l  ana then  subdivided a s  t h e  wbrk i s  broken down 

i n t o  manageable u n i t s  of . e f f o r t .  Regardless  of t h e  budgeting technique used 

a l l  work eventua l ly  . r ece ives  a  budget.' The sum .of t h e  bhdgets f o r  a l l  CWBS 

.elements  a t  any o n e . l e v e 1  of the.CWBS must bh equal  t o  o r  g r e a t e r ' ( i f  i n d i r e c t  
, . . # 

' co s t s '  a r e  appl ied  a t  t h e  h igher  l e v e l )  t han  t h e  s m ' o f  t h e  budgets a t  t h e  next  

- l o w e r  le.irel.. The same r u l e  applie.8 a t  a l l  l e v e l s , o f  t h e  o rgan iza t iona l  
. . '. . 

s t r u c t u r e .  

5 .  Contract  Budget Base. T h e o r i g i n a l  budget e s t a b l i s h e d  f o r  elements of 

t h e  CWBS should c o n s t i t u t e  a  t r a c e a b l e  b a s i s  aga ins t  which c o n t r a c t  growth can  

be  measured. The s t a r t i n g  poin t  o r  base on which t h e s e  o r i g i n a l  budgets a r e  

. b u i l t  i s  t h e  o r i g i n a l  negot ia ted  c o n t r a c t  c o s t .  I n t h e  absence of a  negot ia ted  

va lue ,  t h e  c o n t r a c t  budget base may be those  c o s t s  formally recognized by 

both  DOE and t h e  con t r ac to r  a s  t h e  va lue  t o  be used f o r  c o n t r a c t  performance 

measurement purposes. I n  e i t h e r  ca se ,  f o r c r i t e r i a  p u r p o s e s , t h i s  i s  c a l l e d  t h e  

c o n t r a c t  budget base. Thecon t r ac t  budget base inc reases  o r d e c r e a s e s  only  a a  a  

r e s u l t  of changes au thor ized  by t h e  Cognizant Contract ing Off icer .  For de f in i -  

t i z e d  changes, t h e  c o n t r a c t  budget base inc reases  o r  decreases  by t h e  amount 

: negot ia ted  f o r  those changes. For authorizedworkwhicli  has  not  been nego t i a t ed ,  
. . 
' t h e  c o n t r a c t  budget b a s e  inc reases  o r  decreases  by t h e  amount o f  c o s t  es t imated  

by t h e  c o n t r a c t o r  f o r t h a t  e f f o r t . '  Af t e r  nego t i a t i ons ,  t h e  c d n t r a c t  budget base 
a , :  

i s  ad jus ted  t o  r e f l e c t  any change r e s u l t i n g  from'the negot ia t ions .  The c o n t r a c t  

budget base, ' t h e r e f o r e ,  i s  a  dynamic and c o n t r o l l e d  'amount, =hanging as t h e  
' . 

I 

author ized  work under t h e  c o n t r a c t  changes. . ~ i ~ u r e  7 d i s p l a y s  the '  c o n t r a c t  
. . 

29'. 
. . . ... 
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I '  - budget base composition and how i t  may change under varying c o n d i t i 0 . n ~ .  

6 .  Performance Measurement Baseline. A s  t h e  c o n t r a c t  e f f o r t  is  def ined  .. 

w i t h i n  t h e  CWBS and i d e n t i f i e d  t o  r e spons ib l e  o rgan iza t iona l  elements,  t h e  

. b a s i s  f o r  budget assignments t o  i d e n t i f i e d  t a s k s  i s  provided. Since,  normally,  

I a l l  work cannot he planned i n d e t a i l  a t  t h e  beginning of a c o n t r a c t ,  i n i t i a l  . 

planning may c o n s i s t  of h igher  l e v e l .  CWBS work assigned t o d e s i g n a t e d  organiza- 

tionalelements'forbudgeting and scheduling.Thesehigherlevelwork assignments ,  . I 
i n  e f f e c t ,  s e rve  a s  planning budgets i n . . t h e  i n i t i a l  planning. Eventual1y;all  

... , ' 

budget w i l l  be . d e t a i l  planned i n  cos t  accounts.  The budgets assigned t o  c o s t  

accounts a r e  time-phased i n  accordance with t h e  schedule f o r  performing t h a t  

work, t hus  forming t h e  major p o r t i o n  of t h e  ' time-phased budget base l ine ,  i .e. ,  

t h e  performance measurement base l ine ,  used ' i n  t h e  ' measurement of 'bo th  CWBS 

and o rgan iza t iona l  performance. Within a c o s t  account,  f u r t h e r  budget assignments 

I .' . a r e  made t o  work packages,. LOF, and apport ioned e f f o r t ,  a s  app ropr i a t e ,  a s  

~ . d e t a i l e d  planning proceeds. Any f a r  term cos t  account work is  planned i n  

l a r g e r  planning packages f o r  budget and schedul ing:  purposes. These planning 

' packages a r e  t h e n d e t a i l e d  planned p e r t h e  " r o l l i n g  wave" approach. When a l l  
. . 

work i s  planned wi th in  c o s t  accounts ,  t h e  budgeted work must equal  t h e  t o t a l  - 
c o s t  account budget. For f u t u r e  e f f o r t  not  planned t o t h e  c o s t  account l e v e l ,  

t h e  performance measurement b a s e l i n e  a l s o  inc ludes  budgets assigned t o  h igher  

l e v e l  CWB,S and o rgan iza t iona l  elements and any',-,temporary und i s t r i bu ted  budget 

(See F igure  7) .  

a.  A l l  cos t  accounts must con ta in  "a .budge t ,  schedule,  and scope of 

work ind  should r e a l i s t i c a l l y  r ep re sen t  t h e  manner i n  which work 

i s  assigned and budgeted t o  t h e o r g a n i z a t i o n a l u n i t s .  The cost .account  



budget should inc lude  a l l  d i r e c t  c o s t s  f o r  t h e  t o t a l  work with 

sepa ra t e  i d e n t i f i c a t i o n  of c o s t  elements ( l a b o r ,  m a t e r i a l ,  o t h e r  

d i r e c t  c o s t s )  a s  agreed to .  Es t ab l i sh ing  and maintaining c o n t r o l  

a t  t h e  c o s t  account l e v e l  permits  f l e x i b i l i t y  i n  t h e  management of 

resources  and workreplanning.  S i n c e c o s t  account budget s a n d  schedules  

e s t a b l i s h  t h e  b a s i s  f o r  b a s e l i n e  c o n t r o l ,  c o s t  account du ra t ion  i s  

a f a c t o r  i n  determining t h e  ex t en t  of c o n t r o l s  required.  When c o s t  

accounts average no more than  one year  i n  l eng th ,  replanning wi th in  t h e  
, . 

: cos t  accounts.  can  be accommodated without t h e  need f o r  r i g id ,  con- 

s t r a i n t s .  When c o s t  accounts exceed a year i n  length ,  they  must 
- .  

be d i s c i p l i n e d  by budget a l l o c a t i o n  c o n s t r a i n t s .  It i s  .not intended : < .  

t o  l i m i t  c o s t  accounts t o  one year i n  length ,  but  t o  ensure  t h a t  ::" 

budgeting procedures and p r a c t i c e s  p r o h i b i t  budget planned f o r  f a r  ..' 

term work from being used f o r  o t h e r  work i n  t h e  near term. 

b. Replanning of c o s t  accounts  i s  sometimes necessary t o  compensate 

f o r  i n t e r n a l  cond i t i ons  which a f f e c t  t h e  planning and scheduling of 

: remaining work. Such rep lanning ,  however., should be accomplished 

wi th in  t h e  c o n s t r a i n t s  of t h e  o r i g i n a l l y  e s t a b l i s h e d  c o s t  account 

schedule and budget. When more ex tens ive  replanning of f u t u r e  work 

i s  necessary and t h e  t o t a l  c o s t  account budget must be changed, 

management r e s e r v e  budget may be used t o  i nc rease  o r  decrease  t h e  

c o s t  account .  budget, providing a record is  maintained documenting 

the  t r a n s f e r .  I f  replanning r e q u i r e s  t h a t  work and a s soc i a t ed  budget 

b e t r a n s f e r r e d  between c o s t  accounts ,  t h i s  t r a n s f e r  must a l s o  be 

formal and documented. Except f o r  c o r r e c t i o n  of e r r o r s  o r  normal 

accountingadjustments,no r e t r o a c t i v e c h a n g e s  w i l l  be  made t o b u d g e t s  



f o r  completed work. Beplanning a c t i o n s  designed t o  reduce c o s t s ,  

improves o r  r e f l e c t  improved i f f  i c i ency  df ope ra t ions ,  o r  o therwise  

enhance t h e  completion of t h e  c o n t r a c t  a r e  encouraged. Replanning 

actionswhichsignificantlyaffect t h e  time phasingof  the 'performance 

measurement b a s e l i n e  should be c l e a r l y  a u d i t a b l e  by review of con- 

t r a c t o r  r eco rds  and should be repor ted  t o  t h e  DOE P ro j ec t  Manager. 

.Maintenance of a  performance measurement b a s e l i n e  is  r equ i r ed  t o  

ensure  t h a t  dev ia t ions  from plan  a r e  v i s i b l e  and t h a t  they  can  be  

exarpined t o  determine t h e i r  causes.  

c. The contrac ' t  budget base used t o  r e p o r t  c o n t r a c t  t o  

DOE must always r ep re sen t  a n  amount which i s  formally recognized 

by both p a r t i e s .    he o b j e c t i v e  he re  i s  t o  f o r c e  r ecogn i t i on  of 

c o n t r a c t u a l  requirements  and t o  preclude undisc ip l ined  changes t h a t ,  

could r e s u l t . f r o m  t h e  use  of and r e p o r t i n g  a g a i n s t  a c o n t r a c t o r ' s  

u n i l a t e r a l l y .  e s t a b l i s h e d  base .   he i n i t i a l  dstabl ishment  of t h e  

performance measurement b a s e l i n e  should be t i e d  t o  t h e  c o n t r a c t  budget 

base. As new w o r k i s  a u t h o r i z e d o n t h e  c o n t r a c t ,  t h e  c o n t r a c t  budget 

base and t h e  performanc'e measurement base l i r ie '  a r e  increased  accord- 
. . 

ingly.  Normally, t h e  budget a t  comple t ion  (BAC),  i .e. ,  t h e  t o t a l  

a l l o c a t e d  budget,  w i l l  equa l  t h e  c o n t r a c t  budget base. 

\ 

.d.  Nothing i n  t h e  C r i t e r i a  prevents  t h e  c o n t r a c t o r  from e s t a b l i s h i n g  

an i n t e r n a l  ope ra t ing  budget which d i f f e r s  f romthe  c o n t r a c t  budget..' 

Operating budgets a r e  sometimes used t o  e s t a b l i s h  i n t e r n a l  t a r g e t s  

f o r  rework o r  added in-scope e f f o r t  which a r e  not s i g n i f i c a n t  enough 
\ 

t o  warrant formal reprogramming. Such ,budgets do not become a sub- 

s t i t u t e  f o r  t h e  c o s t  account budgets i n  t h e  performance measurement 



base l ine ,  bu t  should be v i s i b l e  t o  a l l  l e v e l s  of management as appro- 
. . 

p r i a t e .  Cost account managers should be ab le  t o  eva lua t e  performance 
. . 

' i n t e r m s  of both ope ra t ing  budgets and cos t  account budgets i n  o rde r  

.;to meet t h e  requirements  of i n t e r n a l  management and of r epo r t ing  . .  
. . 

t o  DOE. Establ ishment  and u s e  of ope ra t ing  budgets should be done 'I 
wi th  caut ion.  Working a g a i n s t o n e  p lan  and r epor t ing  progress  a g a i n s t  

another  is  undes i t ab l e ,  and the  opera t ing  budget should not d i f f e r  

s i g n i f i c a n t l y  from t h e  c o s t  account budget in t h e  performance measure- .;' 
. . 

ment baseLine.Operatingbudgets a r e  intended t o  provide t a r g e t s  f o r  , 

. . 

s p e c l f i c  elements of workwhere, otherwise,  t h e  t a r g e t s  would be un- 

r e a l i s t i c .  They .a re  no t  intended t o  s e r v e  a s  a  completely s e p a r a t e , ,  

work measurement p lan  f o r  t h e  c o n t r a c t  a s  a  whole. 

e. Any inc rease  i n  t h e  BAC i n  excess  of t h e  c o n t r a c t  budget base c o n s t i t u t e s  ' ,' 

formal reprogramming andmust be formally submitted by t h e  c o n t r a c t o r  

and formally recognized by t h e  DOE P r o j e c t  Manager. Th i s  i nc ludes  , 

documented r e c o n c i l i a t i o n  t o  t h e  c o n t r a c t  budget base. It should I 
be c l e a r l y  understood t h a t  such changes a r e  not accep tab le  on a 

f requent  b a s i s ,  s u c h a s  q u a r t e r l y  o r  semiannual ly ,butmaybe  expected 

t o  occur only  once o r t w i c e d u r i n g t h e l i f e  of a  multi-year con t r ac t .  

One would not expect such an adjustment f o r  i n s t ance  on a  c o n t r a c t  

w i t h  l imi t ed  du ra t ion ,  e.g., one year.  

f When a c o n t r a c t o r  formal ly  r e q u e s t s  t h e  DOE Pro jec t  ,Manager f o r  
. , . . 

. ,  
. a BAC i n  excess  'of t h e  c o n t r a c t  budget base and t h e  rev ised  .plan 

is  accepted f o r  performance r e p o r t i n g ,  t h i s  cond i t i on  should be  . . 

an  indicator t o  t h e  Cognizant Cont rac t ing  O f f i c e r  t h a t  progress  idy- 
ments, l i q u i d a t i o n  r a t e s ,  o r  c o s t  reimbursement f e e  vouchers may . ' 



r e q u i r e  review f o r  app ropr i a t e  adjustment . 
7. Undis t r ibu ted  Budget. Within t h e  performancemeasurement b a s e l i n e ,  t h e  

budget not i d e n t i f i e d  t o  both a  r e s p o n s i b l e  o rgan iza t ion  and a CWBS element 

i s  des igna ted  a s  und i s t r i bu ted  budget. This  t y p e  ofbudgetprimarilyresults be- 

cause i t  cannot  be s p e c i f i c a l l y  a l l o c a t e d  t o  c o s t  accounts.  The p rov i s ions  

f o r  und i s t r i bu ted  budget a r e  t o  accommodate temporary s i t u a t i o n s  where t ime 

c o n s t r a i n t s  prevent  adequate  budget planning o r  where c o n t r a c t  e f f o r t  can  be 

def ined  only  i n  very  gene ra l  terms. Undis t r ibu ted  budget should not  be used 

, i n  l i e u  of proper c o n t r a c t  planning. Thisbudget  should be formally a l l o c a t e d  
f i '  

t o  c o s t  accounts a s  q u i c k 1 y . a ~  p r a c t i c a b l e ,  a s  descr ibed  below, t o  main ta in  

t h e  i n t e g r i t y  of t h e  tfme-phased performance measurement base l ine .  Usual ly,  

t h e  es tab l i shment  of und i s t r i bu ted  budget w i l l  occur when: . . 

a .  Contract  changes a r e  authorized.  For example, r epo r t ing  dead l ines  

may preclude t h e  planning of newly au thor ized  work p r i o r  t o  r e p o r t  

. . prepara t ion .  However, s i n c e  .budgets  f o r  a l l  a 'uthorized c o n t r a c t  
r...., 

work must be accounted f o r ,  some provia ion  f o r  t h e  budget a p p l i c a b l e  

t o  c o n t r a c t  changes must be made. I n  such cases ,  u n d i s t r i b u t e d  

budget i d e n t i f i e d  t o  t h e  s p e c i f i c  c o n t r a c t  changes may be e s t a b l i s h e d .  

Except a s  provided i n  (be) below, t h e  budget should be d i s t r i b u t e d  

t o  a p p r o p r i a t e c o s t  accounts  by t h e e n d o f  t h e  next r epo r t ing  period.  

b. Authorized work has  not  been negot ia ted .  For example, t h e  c o n t r a c t o r  

may main ta in  budget i n  an u n d i s t r i b u t e d  'budget account u n t i l  nego- 

t i a t i o n s  have been concluded, a l l o c a t i n g  budget on ly  t o  t h a t  work 

which w i l l  s t a r t  i n  t h e  in te r im.  Af te r  nego t i a t i ons ,  t h e  remaining 

budget w i l l  be a l l o c a t e d  appropr i a t e ly .  



8. Management Reserve Budget. I n  many major a c q u i s i t i o n . c o n t r a c t s ,  i t  

may b e d i f f i c u l t  t o  fo re see  and p lan  all in-scope work. T h e c r i t e r i a  permit use  

of a contractormanagement r e se rvebudge t ,  provided t h a t  records  a r e  maintained . . . . 

on i t s  use. The amount of management r e s e r v e  budget and any a p p l i c a t i o n  must 

always be accounted f o r  by t h e  c o n t r a c t o r  and r e p o r t e d . t o  DOE a t  t h e  t o t a l  

c o n t r a c t  leve l .  Normally, i t  is  c o n t r o l l e d  a t  t h e  c o n t r a c t  l e v e l ,  a l though 

i n  some cases  i t  might be d i s t r i b u t e d  f o r  c o n t r o l  a t  lower management l eve l s .  

I n  any event ,  t h e  management r e s e r v e  budget i s  main ta ined .separa te1y  from t h e  

performance measurement b a s e l i n e  and i s  i d e n t i f i e d  s e p a r a t e l y  from und i s t r i bu ted  

budget. Also, t h e r e  i s  no "negative" management r e se rve  budget. I f  t h e  c o n t r a c t  
-. 

i s  budgeted i n  excess  of t h e  c o n t r a c t  budget base, t h e  p rov i s ion  f o r  formal 

reprogramming app l i e s .  

9. EconomicPriceAdjustment. Forthosecontractswhichrecognize abnormal 

e s c a l a t i o n  by use  of p r i c e  adjustment c l auses ,  t h e  amounts r e l a t e d  t o  t h e s e  : 

c lauses .  can  be t r e a t e d  i n e s s e n t i a l l y  t he .  same manner a s  undef in i t izedchanges .  . .  

I f  i t  can  be foreseen  t h a t  economic cond i t i ons  may r e s u l t  i n  c o n t r a c t  c o s t  

r e v i s i o n  under t h e  economic p r i c e  adjustment c l ause ,  t h e  c o n t r a c t o r  'may e s t ima te  

t h e  amount of t h e  adjustment t o  be rece ived  a t  t h e e n d o f  t hespec i f i edeconomic  

pr i .ce  adjustment per iod o r  o t h e r  per iod agreed t o  by t h e  con t r ac t ing  p a r t i e s  

and ' inc lude  t h a t  amount i n t h e c o n t r a c t  budget base. D i s t r i b u t i o n  of t h e  estimate 

w i l l  be made t o  t h e  performance measurement b a s e l i n e  and/or management r e s e r v e  

budget and t h e d i s t r i b u t i o n  repor ted  i n t h e  Cost Performance Report and P r o j e c t  

S t a t u s  Report. A s  t h e  c o n t r a c t  proceeds and amounts a p p l i c a b l e  t o  economic 

p r i c e  adjustmentaredefinitized, t h e c o n t r a c t  budget base i s  adjus ted  t o  r e f l e c t  

bo th  thesechanges  and t h e c o n t r a c t o r ' s  l a t e s t  es t imated c o s t  adjustment f o r  t h e  

next  economic p r i c e  adjustment period. A t  a l l  t imes t h e  economic p r i c e  ad jus t -  

ment e s t ima te  should be i d e n t i f i e d  t o  c o n t r a c t  s p e c i f i e d  per iods  and r e f l e c t  



a c t u a l  experience,  c u r r e n t  t r ends ,  and a  r e e v a l u a t i o n '  of f u t u r e  condi t ions .  

Thus, t h e  performancemeasurement b a s e l i n e c a n r e f l e c t  t h e  economic p r i c e  ad jus t -  

ment condit i 'ons contained i n  t h e  c o n t r a c t ,  ,,and performance can  be measured 

a g a i n s t  a  more r e a l i s t i c  plan. A t  t h e  c o n t r a c t  l e v e l ,  e s t ima te s  f o r  economic 

p r i c e  adjustment w i l l  be i d e n t i f i e d  and repor ted  s e p a r a t e l y  from es t ima te s  f o r  

unnegoiiated changes, No ma t t e r  what per iod i s  chosen f o r  i n c l u s i o n  of t h e  

e s t i m a t e , i n t h e  c o n t r a c t  budget base, t h e  e s t ima te  and d e f i n i t i z e d v a l u e s  should 

he s p e c i f i c a l l y  i d e n t i f i e d  and repor ted  by t h e  time per iods  s p e c i f i e d  i n  t h e  

economic p r i c e  adjustment c lause .  The purpose is  t o  proper ly  i d e n t i f y  what 

was d e f i n i t i z e d  versus  what w a s  es t imated.  This  i d e n t i f i c a t i o n  i s  necessary  

f o r  t r ack ing  ' e s t ima te s  and t r ac ing . ad jus tmen t s  t o  management r e s e r v e  budget 

, . and t o  t h e  budget f o r  remaining work. 

D. ACCOUNTING 

The c o n t r a c t o r ' s  accounting system must provide f o r  adequately record ing  

a l l  d i r e c t  and i n d i r e c t  c o s t s  a p p l i c a b l e  t o  t h e  con t r ac t .  Such c o s t s  must 

.be d i r e c t l y  summarized from t h e  l e v e l  . a t  which they  a r e  appl ied  t o  t h e  con- 

. \ 

t r a c t  through both t h e  CWBS and f u n c t i o n a l  o r g a n i z a t i o n a l  s t r u c t u r e  i n  accord- 

ance wi th  procedures accep tab le  t o  t h e  Cognizant Auditor. 

. 1. Direc t  Costs. . The C r i t e r i a  r e q u i r e  . the c o n t r a c t o r  t o  record d i r e c t  

c o s t s  on an  appl ied  o r  o t h e r  accep tab le  b a s i s  f o r  performance measurement and 

u n i t  c o s t i n g  purposes. Di rec t  l a b o r  c o s t s  a r e  normally appl ied  t o  work-in- 

process  on an as-used, ( app l i ed )  bas i s .  Whenever poss ib l e ,  d i r e c t  m a t e r i a l  c o s t s  

should a l s o  be recorded i n  t h e  s.ame manner; however, i n  no c a s e  w i l l  t h e  

c o s t s  be  recorded e a r l i e r  t han  t h e  t i m e  of a c t u a l  r e c e i p t  of t he .ma te r i a1 .  

. I f  existingcontractoraccountingsystems f a c i l i t a t e c o s t  and schedule performance 

measurement, they  may be accepted even though they  do not record m a t e r i a l  

. a s  a  d i r e c t  c o s t  a t  t h e  po in t  of usage. 



a. Tobe accep tab l e ,  c o n t r a c t o r  m a t e r i a l a c c o u n t i n g  systems should have 

the  fol lowing c h a r a c t e r i s t i c s :  

o An accu ra t e  c o s t  accumulation system which a s s i g n s  m a t e r i a l  

c o s t s  . t o  a p p r o p r i a t e  c o s t  accounts  i n  a manner c o n s i s t e n t  wi th  

t h e  budget;  

, o ~ e c o g n i z e d c o s t i n g t e c h n i q u e s ~ c c e p t a b 1 e t o t h e C o g n i z a n t  Auditor ;  

o Capab i l i t y  t o  e s t a b l i s h  c o s t  va r i ances  a t t r i b u t a b l e  t o  p r i c e  

varia.nce and usage va r i ance ;  

o Performance measurement a t  t h e  po in t  i n  t i m e  most s u i t a b l e  f o r  

t h e  ca tegory  of m a t e r i a l  involved;  and 

- 0  F u l l  a c c o u n t a b i l i t y  f o r  a l l  m a t e r i a l  purchased f o r  t h e  c o n t r a c t ,  ' 

i nc lud ing  t h e  r e s i d u a l  inventory..  

The f i r s t  two characteristicsarewithintheprovinceof t h e  Cognizant 

Auditors i n  t h e i r  normal a c t i v i t i e s  o r  as p a r t i c i p a n t s  on systems 

reviews. With regard  t o  m a t e r i a l  account ing,  t h e  c o n t r a c t o r  must . 

b e a b l e '  t o  account f o r  a l l  c o n t r a c t  m a t e r i a l ,  inc lud ing  subcon t r ac t  . 

m a t e r i a l ,  and purchased p a r t s  which, by t h e i r  va lue  and s i g n i f i c a n c e ,  

warrant  such a t t e n t i o n .  It i s  not  c o s t  e f f e c t i v e  t o  r e q u i r e  i n d i v i d u a l  

,; i d e n t i f i c a t i o n  .of suc.h items . a s  sma l l .  hardware, mi-scellaneous wi r ing  : . 

m a t e r i a l s ,  and o t h e r  i tems of a s i m i l a r  na ture .  

b. Ma te r i a l  p r i c e  va r i ance  is  an e s s e n t i a l  element of m a t e r i a l  c o s t  

con t ro l .  This  can be determined ' e a r l y  i n  t h e  c y c l e  of o rde r ing  

m a t e r i a l ,  a t  which po in t  t h e  p r i c e  of t h e  m a t e r i a l  can be compared 

with t h e  amount budgeted f o r  t h a t  m a t e r i a l .  Accumulation of t h e s e  

d i f f e r e n c e s  r e p r e s e n t s  t h e  t o t a l  m a t e r i a l  p r i c e  var iance .  Various 

methods can  be used t o .  c a l c u l a t e  t h i s  va r i ance ,  bu t  t h e  system 

should r e a d i l y  provide . such  da ta .  When i t  becomes knownthat a c t u a l  

3 8 



m a t e r i a l  c o s t s  w i l l  vary from the.amounts planned, t h e  c o n t r a c t o r  

should immediately r e f l e c t  t h e s e d i f f e r e n c e s  i n t h e  e s t i m a t e  a t  com- 

p l e t i o n  f o r  t h e  m a t e r i a l .  * .  

c.  Ma te r i a l  usage va r i ance  is  an important  c o s t  f a c t o r  o n ' r e p e t i t i v e  

type  jobs,  but  may be of marginal  s i g n i f i c a n c e  on a  c o n t r a c t  f o r  

one-of-a-kind R&Dequipment. Although t h e  f i n a l m a t e r i a l  usage va r i -  

ances a r e  not  a v a i l a b l e  u n t i l  t h e  w o r k i s  completed, accep tab l e  c o s t  

account ing techniques f o r  analjlzing and determining c u r r e n t  and pro- 

j e c t e d u s a g e v a r i a n c e s  should be app l i ed  t o  p rov idecon t inu ing  i n t e r n a l  

measurement whenever t h e  va lue  and n a t u r e  of t h e  m a t e r i a l  war ran ts .  

. T h e c r i t e r i a  r e q u i r e t h a t c o n t r a c t o r s '  sy s t emsbe  capable  of formal ly  

planning and t r ack ing  t h e  c o i t  of m a t e r i a l  usage. For most c o n t r a c t o r s ,  

purchases of m a t e r i a l  i n  excess  of b i l l  of m a t e r i a l  requirements  

a r e  s tandard  p r a c t i c e  f o r  many c a t e g o r i e s  of ma te r i a l .  Planning f o r  

m a t e r i a l  usage allowance t o  cover s c r ap ,  test r e j e c t i o n s ,  unan t i c ipa t ed  

t e s t  q u a n t i t i e s  and t h e  l i k e ,  i s  a  p r a c t i c a l  n e c e s s i t y  and t h e  con- 

t r a c t o r  should have r eco rds  of such provis ions .  The more u n c e r t a i n  

the. .expected usage, t h e  more important  i t  i s  t o  have a  good p l a n  

and t o  keep t r a c k  of performance a g a i n s t  i t ,  p a r t i c u l a r l y  f o r  con- 

t r a c t - p e c u l i a r  m a t e r i a l s  o r  m a t e r i a l s  which r e q u i r e  long procurement 
I 

l ead  t imes. 

d. I n  those  i n s t a n c e s  where t h e  c o n t r a c t o r  main ta ins  s e p a r a t e  . s t o r e s  

inventory  area's, a c t u a l  o r  app l i ed  d i r e c t  c o s t s  of "s tore"  m a t e r i a l  

o r  componentswil l  b e ' r e l i e v e d  f r o m t h e  inventory  account and charged 

a s  a c t u a l  d i r e c t  c o s t  on t h e  c o n t r a c t  when issued.  Normally, a l l  

unusedma te r i a l  should be r e tu rned  t o  s t o r e s  f o r d i s p o s i t i o n .  Actual  



d i r e c t  m a t e r i a l  c o s t  inc ludes  t h e  m a t e r i a l s  i n  t h e  f i n a l  product ,  
\ . . 

scrap ,  damaged m a t e r i a l s  p lus  any m a t e r i a l  which As purchased f o r  

t h e  c o n t r a c t  but  not  used., and f o r  which an  a l t e r n a t e  use  cannot 

. . be found. However, c o s t p r o j e c , t i o n s  for follow-on procurement, would 

be expected to, i n c l u d e m a t e r i a l  .consumed p l u s m a t e r i a l  r equ i r aaen t s  

f o r  schedule assurance  based on waste and spo i l age  t r ends  determined 

.from an appropr i a t e ,phase  of t h e  c o n t r a c t  performance. 

e. Actual m a t e r i a l  resources  expended must be recorded on t h e  same 

b a s i s  as t h = i r  budget assignment, i f  meaningful comparisons a r e  - t o '  

be made. The d e f i n i t i o n  of appl ied  d i r e c t  c o s t s  t akes  i n t o  consider-  

a t i o n  t h e  d i f f e r e n t  types  of m a t e r i a l  involved i n  a con t r ac t .  Not 

a l l  m a t e r i a l  i tems a r e  processed through inventory accounts.  High- 

d o l l a r  va lue  items such a s  major component8 o r  assemblies  a r e  f r equen t ly  

' scheduled f o r  d e l i v e r y  i n  accordance with t h e  assembly l i n e  .schedule ' 
o r  s i t e  need ,da tes .  Items of t h i s  type  a r e  not u sua l ly  scrapped 

i f  found d e f e c t i v e ,  but  a r e  re turned  t o  t h e  supd l i e=  f o r '  rework 

o r  r epa i r .  Actual d i r e c t  c o s t s  f o r  s i c h  m a t e r i a l  may '-be . recorded 

upon r e c e i p t ,  payment, o r  usage, a s  app ropr i a t e  und@r'th='  c o n t r a c t o r ' s  
' . ' 

, . .  

system. 

f .  Nei ther  t he  appl ied  d i r e c t  c o s t  approaCh nor any a c c e p t i b l k  a l t k r -  

n a t e  should be i n t e r p r e t e d  t o  r e l i e v e  t h e  c o n t r a c t o r  of t h e  need 

t o  maintain records  of c o n t r a c t  commitments f o r  ma te r i a l .  To avoid 

d i s t o r t i o n  of c o s t  va r i ances ,  c o s t s  of m a t e r i a l  should be repor ted  

a s  incur red  i n  the ' .same period i n  which BCWP i s  earned f o r  t he  

ma te r i a l .  For s i t ' ua t ions  where BCWP i s  earned and. t h e  assoc'iated 



invoice  has not been paid, t h e  estimated a c t u a l  cos t  may be incorpo&ted 

i n t o  ACWP from t h e  invoice  o r  from purchase order  information. 

2. I n d i r e c t  Costs. The con t rac to r  should charge i n d i r e c t c o s t s t o  appro- 

p r i a t e  overhead pools by methods acceptable t o  the  Cognizant Auditor. Controls 

of i n d i r e c t  c o s t s  a r e  required and should include: 

o Establishment 'of< r e a l i s t i c  time-phasedbudgets byorganiza t ions ,  

e.g., department o r  cos t  center ;  

*; o Placement of r e s p o n s i b i l i t y  f o r  i n d l r e c t  c o s t s  i n  a manner com- 

mensurate with an ind iv idua l ' s  au thor i ty ;  

o Monthly var iance  analyses and appropr ia te  ac t ion  t o  e l iminate  
- .  

o r  reduce c o s t s  where f e a s i b l e ;  and 

o Review of budgets a t  l e a s t  annually and when major unforeseen 

v a r i a t i o n s  i n  work load o r  o ther  factorsaffectingindirectcosts 

become known. 

Af ter  * i n d i r e c t c o s t s  a r e  accumulated and a l lo~atedtocontrac t s~ theyareapp l i ed  

a t  the  CWBS and organiza t ional  l e v e l  se lec ted  by t h e  cont rac tor .  However, i t  

must be poss ib le  t o  .summarize i n d i r e c t  c o s t s  from the  applied l e v e l  t o  the  

con t rac t  l e v e l  without f u r t h e r  a l loca t ions .  
. . 

E. ANALYSIS 

The C r i t e r i a  s e t  f o r t h  the  c h a r a c t e r i s t i c s  which contrac tors '  systems must 

possess and spec i fy  the  type  of da ta  which should be derived from the  systems 

and reported to.DOE. This s e c t i o n  d iscusses  the  d a t a  elements i d e n t i f i e d  i n  

the  C r i t e r i a  and t h e i r  associa ted  variances.  It a l s o  includes d iscuss ion of 

t echn ica l  achievement and i t s  impact o n c o s t  and schedule performance measurement. 



1. Budgeted Cost f o r  Work Scheduled (BCWS). BCWS r e p r e s e n t s  t h e  time- 

phased budgetp lan(per formance  measurement b a s e l i n e )  aga ins t  which performance 

i s  measured. For t h e  t o t a l  contract,BCWS i s  norma l ly the  c o n t r a c t  budget base 

l e s s  any management r e se rve  budget. It i s  time-phased by t h e  assignment of 

budgets t o  scheduled increments of work. For any given time per iod ,  BCWS i s  

determined a t  t h e  c o s t  account l e v e l  by t o t a l i n g  t h e  budgets f o r  a l l  d d s c r e t e  

work scheduled t o  be completed, p lus  t h e  budgets f o r  t h e  po r t ion  of in-process 

discreteworkscheduledtobe accomplished, p lus  t hebudge t s  forLOEand apport ioned 

e f f o r t  scheduled t o b e  completed d u r i n g t h e  period.  Indeveloping  t h e  BCWS, con- 

s i d e r a t i o n  should be given t o  t h e  methods planned f o r  determining BCWP and. .; 
- .  

f o r  recording.  ACWP.. 

2. Budgeted Cost f o r  WorkPerformed (BCWP). BCWP (earned value)  c o n s i s t s  

o f t h e b u d g e t e d  c o s t s  f o r  a l l  work a c t u a l l y  accomplished during a given period. 
. . 

A t  t h e  c o s t  account l e v e l ,  BCWP i s  determined by t o t a l i n g  t h e  budgets f o r  work 

a c t u a l l y  completed, p lus  t h e  budgets a p p l i c a b l e  t o  t h e  completed in-process . .  

work, p lus  t h e  budgets f o r  LOE scheduled f o r  t h e  period and t h e  app ropr i a t e  

va lue  f o r  apport ioned e f f o r t  a s soc i a t ed  with completed work. . The C r i t e r i a  do 

n o t  s p e c i f y  any p a r t i c u l a r  method t o  measure earned v a l u e b e c a u s e t h e  technique 
: \ 

used . w i l l  l a r g e l y  depend on t h e  work scope, va lue ,  and dura t ion .  The major 

d i f f i c u l t y  encountered i n  c o n t r a c t o r  de te rmina t ion  of BCWP i s  t h e  eva lua t ion  

of work-in-process. Some c o n t r a c t o r s  use  short-span workpackages o r  e s t a b l i s h  

d i s c r e t e  va lue  mi les tones  f o r l o n g e r d u r a t i o n  work t o  reduce t h e  work-in-process 

eva lua t ion  and f a c i l i t a t e  o b j e c t i v e  earned va lue  measurement.-Others use  formulae 

o r  earned s tandards  f o r  determining BCWP, wh i l e  s t i l l  o t h e r s  p r e f e r  t o  make 

phys i ca l  assessments of workcompleted tode te rmine  t h e  app l i cab lebudge t  earned. 

The use  of a r b i t r a r y  formulae should be l imi t ed  t o  work packages of r e l a t i v e l y  

s h o r t  du ra t ion ,  e.g., two months o r  l e s s .  I n  a l l  cases ,  BCWP should be 
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. . 
ca l cu la t ed  i n  t h e  same manner BCWS was developed. 

3. Actual Cost of WorkPerfonned (ACWP). ACWP is  t h e s w o f  c o s t s a c t u a l l y  
I 

incur red  i n  accomplishing work wi th in  a given time period and recorded a t  t h e  

c o s t  account l eve l .  The composition of ACWP must be c o n s i s t e n t  with t h e  c o s t s  

o r i g i n a l l y  budgeted f o r  t h e  c o s t  accounts.  ' This  r u l e  a l s o  a p p l i e s  f o r  any 

h igher  l e v e l ' o f e i t h e r  t h e  CWBS o r  o r g a n i z a t i o n a l  s t r u c t u r e .  I f  i n d i r e c t  c o s t s ,  

f o r  example, a r e  included i n  ACWP a t  a g iven  l e v e l ,  t h e i r  budgets must a l s o  

be included i n  BCWS and BCWP a t  t h e  same l e v e l .  

. . 

4. Budget a t  Completion. (BAC). A t  t h e  c o s t  account l e v e l ,  t h e  BAC i s  

t h e  t o t a l  au thor ized  c o s t  account budget. This  budget changes t o  r e f l e c t  c o n t r a c t  

changes, i n t e r n a l  replanning a c t i o n s ,  a p p l i c a t i o n  of management r e se rvebudge t ,  

o r  a p p l i c a t i o n  of und i s t r i bu ted  budget. When t h e  c o s t  account budgets a r e  
I 

added t o  t h e  management r e s e r v e  budget and und i s t r i bu ted  budget, t h e  c o n t r a c t  

BAC r e s u l t s .  The c o n t r a c t  BAC normally equa l s  t h e  c o n t r a c t  budget base  and 

provides  a r e f e rence  f o r  comparison wi th  t h e  c o n t r a c t  e s t ima te  at completion. 

5. Est imate a t  Completion (EAC). The Criteria r e q u i r e  t h e  c o n t r a c t o r  

t o  develop p e r i o d i c a l l y  cbmprehensive e s t ima te  ':df c o s t s  a t  c o n t r a c t  completibn. . , 

In  developing t h e e s t i m a t e ,  t h e c o n t r a c t o r  s h o u l d u s e  a l l a y a i l a b l e  information,  

inc luding  rees t imat ing  q u a n t i t i e s  and c o s t i n g  , a l l  remaining work t o  a r r i v e  

a t  t h e  b e s t '  time-phased e s t i m a t e  of c o s t s  f o r  a l l  f u t u r e  e f f o r t .  This  

i s  necessary t o  i n s u r e  t h a t  resource  requirements a r e  r e a l i s t i c  and time-phased 

i n  accordance with pro jec ted  performance. The procedure f o r  EAC development 

should be sys t ema t i ca l ly  and c o n s i s t e n t l y  used wi th  adeqoa t=cons ide ra t ion  g iven  

t o  ,performance t o  da te .  I n  add i t i on ,  t h e  c o s t  account EACshould be r o u t i n e l y  

examined monthly and should be updated as '  warranted. , S u c h  an  examination 



i s  requi red  t o  a s s u r e . r e l i a b l e  and t imely EAC, s t a t u s  r epo r t ing  c o n s i s t e n t  wi th  

c o n t r a c t o r  r epo r t ing  requirements.  Both t h e  comprehensive EACs and t h e  c o s t  

account updates a r e  e s s e n t i a l  a s  a b a s i s f o r  management decision-making by both 

t h e  con t r ac to r  and DOE managers. Although no s p e c i f i c  time period f o r  developing 

t h e  comprehensive EAC i s  e s t a b l i s h e d  by t h e  C r i t e r i a ,  it i s  expected t h a t  a 

comprehensive e s t ima te  w i l l  be prepared o n . a n  annual  b a s i s  a s  aminimum,usually 

i n  suppor t  of cu r r en t  and f u t u r e  year  funding requirements,  o r  more f r equen t ly  

whenever performance r e l a t i v e  t o  t h e  budget . a t  completion (BAC) o r  va r i ance  

th re sho lds ,o ro the rknown  f a c t o r s  i n d i c a t e  t h a t  t h e  c u r r e n t  e s t ima te  is inval id. .  

The, EAC submitted t o  DOE o n .  t h e  Cost Performance Report must be r e c o n c i l a b l e  , 

wi th  i n t e r n a l  cos t  r e p o r t s  and t h e  c o n t r a c t o r ' s  l a t e s t  s ta tement  of funding .L 

requirements repor ted  t o  DOE. EACs should be e s t a b l i s h e d  without regard for .-' ' 

c o n t r a c t  c e i l i n g s .  
P. 

r' 

6. DataAnalysis .  Cont rac tor  d a t a a n a l y s i s  i s  i n i t i a t e d  a t  t h e  c o s t  account , 

l e v e l  by t h e  r e spons ib l e  manager. Cost,  schedule,  and a t  completion va r i ances  :*' 

t h a t  exceed e s t ab l i shed  th re sho lds  r e q u i r e  review and a n a l y s i s  t ode te rmine  t h e  

cause ,  t q  eva lua te  op t ions  t o  r e s o l v e  t h e  s i t u a t i o n ,  and t o  r e p o r t  a c t i o n s  ( t aken ,  

planned, o r  proposed) , t o  h igher  l e v e l  management. 

a. The comparison of BCWP with-ACWP shows whether completed work has  . 

c o s t  more o r  l e s s  ( c o s t  va r i ance )  than  was planned f o r t h a t  work. . 

. Analysis of t h e c o s t  va r i ance  should r e v e a l  t h e  c o n t r i b u t i n g  f a c t o r s  

. .. t o  t he  var iance ,  such a s  poor i n i t i a l  e s t ima te  f o r t h e  t a s k ,  techn ' ical  

d i f f i c u l t i e s  r e q u i r i n g  a p p l i c a t i o n  of a d d i t i o n a l  resources ,  t h e  c o s t  

of l a b a r  o r  m a t e r i a l s  d i f f e r e n t  than planned, p e r s o n n e l e f f i c i e n c y  

d i f f e r e n t  than  planned, o r  a combination of t h e s e  o r  o t h e r  reasons. 



b. The comparisons of' BCWPwith BCWS r e l a t e s  work completed t o  work sche- 

duled during a given period of t i m e .  Their d i f f e rence  represents  

a schedulevariance.  While t h e  schedule variance provides a va luable  
I 

i nd ica t ion  of schedule s t a t u s  i n  terms of d o l l a r s  worth of work 

I ,  accomplished, i t  may not i n  a l l  cases c l e a r l y  i n d i c a t e  whether o r  

not scheduled milestones a r e  being met s ince  some work may have 

been performed' out of sequence o r  ahead of schedule. A formal time- 

I based scheduling systemmust the re fo re  provide themeans of determining 

t h e  s t a t u s  of s p e c i f i c  a c t i v i t i e s  and milestones. 

<' .- . 

c. Comparisons df BAC with EAC represent  a fo recas t  of budget overrun 

o r  underrun ( a t  completion variance).  Analysis of t h i s  var iance  

should i d e n t i f y  the  poss ib le  causes such. a s  redesign,  change i n  

I scope, u n r e a l i s t i c  EAC o r  BAC,lackof proper con t ro l s ,  o r  a combin- 

a t i o n  of t h e s e , o r  o the r  reasons. 
, , 

, . 

,. . d. Comparisons of R C W P W ~ ~ ~  BCWSandwith ACWP, and,of EAC wi th  BAC, a r e  

required a t  the .  c o s t  account '  level .  Since c o s t  accounts a r e  t h e  re- 

s p o n s i b i l i t y  of a s p e c i f i c  individual  wi th in  a s i n g l e  funct fonal  

organizat ion,  managerial a u t h o r i t y  and r e s p o n s i b i l i t y  . . f o r  co r rec t ive '  

a c t i o n  should e x i s t  a t  t h i s  point  making the  cos t  account a key 

management con t ro l  point  i n  t h e  cont rac tor ' s ,  system. It is  important 

t h a t  the  performancemeasurement b a s e l i n e b e  maintained a t  t h i s  l e v e l  

and t h a t  higher l e v e l  management information consis tofdi rec tsumma-  

r i e s  of cos t  account date. Comparisonsofplannedversus . . ac tua lpe r fo r -  

mance a r e  of l i t t l e  value i f  t h e  measurement base i s  sub jec t  t o  

uncontrolledchangeorifcost accountmanagers lack  the  r e s p o n s i b i l i t y  

and au thor i ty  f o r  c o r r e c t i v e  ac t ions .  
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e. When a subcont rac tor  i s  r equ i r ed  t o  comply with t h e  C r i t e r i a  and 

provides a  Cost Performance Report and P ro jec t  S t a tus  Report,  sub- 

c o n t r a c t o r  d a t a  a r e , r e a d i l y  a v a i l a b l e  t o  t he  prime c o n t r a c t o r  f o r  

performance measurement purposes. I f  a  c r i t i c a l  subcont rac tor  i s  

not  , requi red  t o  comply wi th  t h e  C r i t e r i a ,  t h e  prime c o n t r a c t o r  should 

e s t a h l i s h  procedureswhich t i e  t h e  subcon t r ac to r ' s  planned and a c t u a l  

accomplishment (BCWS and BCWP) t o  v a l i d  i n d i c a t o r s ,  such a s  t h e  

proposedpaymentschedule o r  completion of i d e n t i f i e d  work segments. 

f .  It i s  unnecessary and would prove unproductive t o  ana lyse  every 

c o s t  andschedule  var iance .Therefore ,  t h e c o n t r a c t o r  should e s t a b l i s h  

i n t e r n a l  c o s t  and schedule va r i ance  th re sho lds  and analyze only 

those  var iances  which a r e  s i g n i f i c a n t ,  i - e . ,  those  which exceed t h e  

thresholds .  These i n t e r n a l  t h re sho lds  may vary with r e spec t  t o  t h e  

l e v e l  of t h e  CWBS element,  t h e  l e v e l  of t h e  o rgan iza t iona l  element,  

t h e  r i s k  involved,  t h e  amount of work remaining, and  t h e  th re sho lds  

negot ia ted  f o r  report ingtoDOE. It i s  e s s e n t i a l  t h a t  t hese  i n t e r n a l  

var iance  th re sho lds  be reviewed p e r i o d i c a l l y  i n  o rde r  t o  a s s u r e  t h a t  

I .  - a l l  s i g n i f i c a n t  va r i ances  a r e  analyzed f o r  r epo r t ing  t o  DOE, while  

I :  avoiding an excess ive  number of i n t e r n a l  va r i ance  analyses .  

7. .Summarization. BCWS, BCWP, ACWP, BAC, EAC and a s soc i a t ed 'va r i ances  

shouldbesummarizeddirectly from t h e  c o s t  account l e v e l  up through both t h e  

CWBSandorganiza t iona ls t ruc tures  i n  order  t o  provide both c o n t r a c t  s t a t u s  and 
-: :. 

o r g a n i z a t i o n a l  performance a t  a l l  l e v e l s  of management ( s e e  Figure 8) .  Because 

f avo rab le  var iances  i n  some a reas  a r e  o f f s e t  by unfavorable  var iances  i n  o t h e r  

a r e a s ,  h ighe r  l e v e l m a n a g e r s w i l l  normally s e e  o n l y t h e  most s i g n i f i c a n t v a r l a n c e s  

a t  t h e i r  l e v e l .  On t h e  o t h e r  hand, t h e  accumulation of many smal i  va r i ances ,  
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not a t t r i b u t a b l e  t o  any s i n g l e  major d i f f i c u l t y ,  add up t o  a  s i g n i f i c a n t  

o v e r a l l  schedule o r  cos t  problem and w i l l  be evident.  The same i s  t r u e  of 

t h e  information t o  be reported t o  DOE. 

a.  Thecost  Performa'nce.Report provides da ta  t o  DOE a t  a  summary l e v e l ,  

normally the  t h i r d  l e v e l  of t h e  Contract WBS o r  higher. Functional 

cos t  information may be reported a t  the  t o t a l  con t rac t  l e v e l  f o r  

I major func t iona l  ca tegor ies  which r e f l e c t  t h e  con t rac to r ' s  organi- 

I za t iona l  s t ruc tu re .  The cos t  o r  schedule variances t h a t  appear on . . 

. t h i s  repor t  and exceed t h e  negotiated thresholds should be explained 

i n  the  Projec t  StatusReport .The r e a s o n s f o r  repor t ing  only summary 

l e v e l  information' t o  DOE is  t h a t  a s  long a s  con t rac t  ,performance 

i s  proceeding according t o  plan, t h e r e  should be no need t o  r epor t  :' 
. a  add i t iona l  d e t a i l .  I f  performance begins t o  dev ia te  from t h e  plan, 

the  con t rac to r ' s  system should provide the  c a p a b i l i t y  f o r  t r ac ing  

t h e  variances t o  t h e i r  source i n  order  t o  i s o l a t e  t h e  causes of ' ' 

I t he  deviat ions.  
: < 

. . 

I 
b. It should be recognized t h a t  t h i s  method of performance measurement 

~ is  only one of t h e  management t o o l s  ava i l ab le  t o  con t rac to r s  and 
I 
I DOE. Many problemswill  be d isc losed through methods o the r  than the  

monthly cont fac tor  performance report ing.  For exampl,e, t h e  contrac- 

t o r ' s  f a i l u r e  t o  meet planned cos t ,  schedule, o r  t echn ica l  require- 

I ~ ments should be r e a d i l y  apparent  and promptly lead t o  c o r r e c t i v e  

~ .act ion.  However, t h e  r epor t s  t o  DOE' should ind ica te  the  o v e r a l l  

cos t  impact of such probl.ems on t h e  con t rac t .  
I 

8. Technical Achievement . ' ' 

a. Akey t o  e f f e c t i v e  cos t  and schedule con t ro l  i s  c o r r e l a t i o n  of t echn ica l  

achievement with accomplishment of s p e c i f i c  work. I f  t h e  Projec t  

4 8 



SummaryWBSand t h e  r e l a t e d  Cont rac t  WBS r e f l e c t  t h e  manner i n  which 

t h e  c o n t r a c t o r  a c t u a l l y  p l a n s .  t o  do t h e  work, t h i s  c o r r e l a t i o n  i s  

g r e a t l y  s imp l i f i ed .  When unfavorable  c o s t  and/or schedule var iances  

a r e  caused b y t e c h n i c a l  d i f f i c u l t i e s ,  thequantitativevarianceinfor- 

mation ' in  t h e  Cost Performance Repart should be supplemented bjr a 

n a r r a t i v e  i n  t h e  P ro j ec t  S t a t u s  Report t o  exp la in  t h e  t e c h n i c a l  

problems encountered and t h e i r  impact. 

b. A s  work on a c o n t r a c t  progresses ,  t h e  c o n t r a c t o r  determines t h e  
.>-, . , . 

. adequacy and' q u a l i t y  of t h e  work .performed by in spec t ions ,  t e s t s ,  - 

o r  o t h e r  types  of t e c h n i c a l  measurements. I f  t h e  t e c h n i c a l  r e s u l t s  
, 

a r e  s a t i s f a c t o r y  and no c o r r e c t i v e  a c t i o n  is  r equ i r ed ,  t h e  work i s  

allowed t o  proceed f u r t h e r .  I f ,  on t h e  o t h e r  hand, d e f i c i e n c i e s  a r e  I 
' found, t h e  c o n t r a c t o r  cons ide r s  va r ious  a l t e r n a t i v e s  f o r  c o r r e c t i v e  I 

ac t ion ,  e.g. , redes ign ,  s c rap  and remake, rework. When cons ider ing  I 
t h e s e  a l t e r n a t i v e s ,  t h e  impact on  c o s t  and schedule a r e  weighed i n  

a d d i t i o n  t o  t h e  t e c h n i c a l  cons idera t ions .  One o r  more of t h e  a l t e r -  I 
. . 3 .  

n a t i v e s  may be  s e l e c t e d  as t h e  planned course  of a c t i o n  t o  ob ta i ?  t h e  I 
t e c h n i c a l  r e s u l t s  des i red .  As  t h e  replanned work i s  accomplished, '' 
t h e c o n t r a c t o r ' s  performance measurement r e p o r t s  w i l l  document t h e  

' I 
i nc reas ing  var iances .  Thus, t h e r e  i s  a c l o s e  r e l a t i o n s h i p  between 

t e c h n i = a l  achievement and i ts  impact on c o s t  and schedule.  

REVISIONS AND ACCESS TO DATA 

 he f i n a l  s e c t i o n  of t h e  C r i t e r i a  p e r t a i n s  t o  r e v i s i o n s  t o  planning which 

are neces s i t a t ed  e i t h e r  by c o n t a c t u a l  change o r  by i n t e r n a l  cond i t i ons  which .. . 



requi re .  replanning wi th in  t h e  scope of t h e  cont rac t .  It a l s o  d e a l s  with main- 
. 

t a i n i n g t h e v a l i d i t y o f  the  performance measurement base l ine ,  and withgovernment 

access t o  cont rac tor  .data.  

1. Contract Changes. DOE d i r e c t e d  changes t o  the  con t rac t  can impact I 
v i r t u a l i y  a l l a s p e c t s  of t h e  con t rac to r ' s  i n t e r n a l  planning andcontrol 'systems,  

including the  CWBS,workauthorizations, budgets,  schedules, andes t ima tedcos t s  

a t  completion. Contractors shbuld incorpora te  con t rac t  changes authorized 

by DOE i n  a t i m e l y  manner.Revisionsto systems documentation (e.g., schedules, 

work authorizations,etc.)should beaccomplishedas soon a s  poss ib le ,bu t  i n  any 

case  wi th in  30 t o  60 days of r ece ip t  of t h e  change authorizat ion.  

a. Where t h e  change has been negotiated and pr iced ,  budget r ev i s ions  - 

a r e  based on t h e  negotiated cos t  of th'e change. Where work i s  

. authorized p r i o r  t o  negot ia t ions ,  appropriatereplanningwill be ac- 

complishedand budgets w i l l  be e s t ab l i shed  based o n t h e  con t rac to r ' s  

cos t  es t imate  f o r  t h e  change. The adjustment of budgets t o  r e f l e c t  I 
negotiationsmay beaccomplished by revis ing  theund i s t r ibu ted  budget I 
i d e n t i f i e d  f o r  t h e  change, t h e  management reserve  budget, budgets 

. - -  -. 

es tabl ished f o r  work not  ye t  s t a r t e d ,  o r  a combination of theee. 

b. The budgets associa ted  with near-term work should be , 'well planned,. and 

r e t r o a c t i v e  changes t o  budgets f o r  completed work associa ted  with 
. 

t he  changeareprohibi ted .  Adequate records of a l l  budgeting changes 

should be maintained t o  provide the  b a s i s  . f o r  r e c o n c i l i a t i o n  with 

o r i g i n a l  budgets a t  t h e  lowest l e v e l  of t h e  Projec t  Summary WBS' 

a s  a minimum. . . 

2. I n t e r n a l  Replanning. During the  course of the  con t rac t ,  i t  may be 

necessary f o r  t h e  cont rac tor  t o  perfprm replanning ac t ions  wi th in  the  scope 

of theauthor ize 'dcontrac t  tocompensate f o r  c o s t ,  schedule, o r  t echn ica l  problems ' 



which have caused the  o r i g i n a l  plan . . t o  become . unr9ali.tic, . r equ i re  a reorganiza t ion  
. .  . 

. . 

. : i : ' of . . work 'or p e o p l e i n  order  t o  inc rease  ef f i c l ency  . of . opera t ions ,  o r  r equ i re  
. . 

. . . . . . . . .  , . . , 
. . 

. ., ' d i f  f e rhn t  epgineet ix i i  o r  f a b r i c a t i o n  . . app.r,iaches i. ... t h a n  .. o r l g i n k l y  contemplated. . ,  . 
. .  , 

a. Due t o  the'importance of maintaining a v a l i d  performance measure- 

. ment. base l ine ,  i n t e r n a l  replanning . change.8 should .be accomplished 

i n  systematic and t i m e l y  man*er:and should be c a r e f u l l y  con t ro l l ed  
, . 

. . aid  documented. Many such ' changes c a n  ' be handled w i t h i n  * .  . t he  budget 

a n d  schedule c o n s t r a i n t s  of t h e  cos t  a c c ~ u n t s ~ i n v o l v e d .  Other changes 

. , may require.  the  app l i ca t ion  of management r e se rve  budget t o  c o s t  

'' accdunts t o  cover add i t iona l  costis 'estimated a s  a r e s u l t  of work 

. 
. ' changes (See ~ i ~ u r e  7 ) . A l l  change* whieh kf f e c t  cos t  accgunt budgets 

o r  include s i g n i f i c a n t  schedule revis ions  which impact t h e  t i m e -  

phasing of the  performance measurement Gaseline; should be documented 

i n t e r n a l l y b y t h e  cont rac tor  and reported t o  t h e  DOE Projec t  Manager 

i n  the  P ro jec t  S ta tus  Report. This requirement i s  intended t o  a s s l s t  

' a l l  users  of t h e  da ta  produced from t h e  management system? i n  under- 

standing and' i n t e r p r e t i n g  it 'correc t ly .  
. ,  . .  

b. I f  t h e  cont rac tor  proposes a change t o  budgets f o r  e i t h e r  completed 
. - 

o r  in-process,wo'rk(e.g., anadjustment f o r  i n d i r e c t  cos t  app l i ca t ion) ,  
. , . . 

t he  Cognizant Contracting off  ic'er, Jn conjunction with t h e  DOE Projec t  
. . 

Manager, should prqmptly and t'horsughly ..,., evaluate  . . the  proposed change 
.., . 

a n d  i t s  e f f e c t  o n  con t rac t  perf o q a n e e  measurement p r i o r  t o  DOE . . .  

approval . of t h e  change,. The agreement . . with the,  con t rac to r  should 
. . : . . .  

address the  . . s p e c i f i c  adjustments . . to be made and the  t i m e  period 

during which the. change wil.1 be ' implemented. ,The change w i l l  not 
, . 

. , 

be made p r i o r '  t o  DOE approval. ' .  . I 



3 . .  Formal Reprogramming. ,During the  l i f e  of a  con t rac t ,  s i t u a t i o n s  may 

a r i s e  whereby ava i l ab le  con t rac t  budgets f o r  t h e  remaining work a r e  decidedly 

i n s u f f i c i e n t .  Consequently, con t rac t  performance measurement agains t  the  avail-  

a b l e  budgets becomes u n r e a l i s t i c  and con t rac to r  reprogramming (i .e. ,  compre- 

hensive replanning) may be necessary. This may r e s u l t  i n  the  con t rac to r  adding 

budget t o t h e  performance measurement base l ine  w h i c h , ~ i n t u r n ,  causestheBAC t o  

exceed the  DOE authorized con t rac t  budget 'base. I f  t h i s  condi t ion  occurs,  the  

con t rac to r  ismeasuring performanceto anV 'over ta rge tbudge t  baseline" r a t h e r  than 
9 

t h e  con t rac t  plan represented by the  con t rac t  budget base (S'ee Figure 7). 

a. A thoroughanalys isof  con t rac t  s t a t u s  requi r ing  the  f u l l c o o r d i n a t i o n '  

of both the  con t rac to r  and DOE i s  mandatory p r i o r  t o  DOE recog- 

n i t i o n  ofaBACin excess of t h e  con t rac t  budget base.The contractor; .  

must develop a d e t a i l e d  es t imate  of a l l  cos t  necessary t o  complete 

t h e c o n t r a c t .  Factors  t o  consider  i n  developing t h e  es t imate  a r e .  

t h e  amount of authorized work r y a i n i n g ,  t h e  estimated c o s t '  of the.,  

resources required t o  accomplish t h e  remaining work, and thebudget '  

( inc luding management r e se rve  budget, i f  any) a v a i l a b l e  f o r  r e h l o -  

.. c a t i o n  t o  t h e  remaining work. I f  t h e  d i f fe rence  between t h e  revised  

estimated cos t  t o  complete and the  remaining budget i s  a s i g n i f i c a n t  

t h e  increase  i n  the  remaintng budgets thereby permit t ing subsequent 

perforinance t o  be measured agains t  a  t o t a l  con t rac t  'goal  higher 

,than the  con t rac t  budget base. Before making a decis ibn  a s  t o  whether : 

t o  recognize t h e c o n t r a c t o r ' s  reques t ,  theDOE Project  Manager should 

perform an ana lys i s  of t h e  con t rac t  work remaining and the  budget 

remaining t o  v e r i f y  t h e  s i t u a t i o n .  Guidance on formal reprogramming 

a l s o  should. be obtained from the  Control ler .  A con t rac to r ' s  request  
/ 
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f o r  formal reprogramming merely t o  compensate f o r  variances already 
, . .  

I experienced should not be approved. 

b. As  appropriate, .  con t rac to r  formal reprogramming may e n t a i l  replanning 

. f u t u r e  work and in-process work. The cumulative variances ( cos t  o r  

schedule o r  both) may a l s o  be adjusted on a one-time b a s i s ' i n  estab- 

l i s h i n g t h e  revised performance measurement basel ine.  Suchreprogram- 

ming w i l l  permit the  cont rac tor  t o  increase  the  amount of budget 
. . 

for theremainingwork t o  amore r e a l i s t i c  amount, adequate t o  provide 

reasonablebudget ob jec t ives ,  -work con t ro l ,  and performance measure- 

ment. Establishment of a management r e se rve  budget f o r  the  repro- 

grammed work i s  not' precluded. 

IftheDOEProjectManager is  s a t i s f i e d t h a t  the  con t rac to r ' s  formalre-  

p r o g r ~ i n g r e p r e s e n t s  anacceptable  plan f o r  complet ingthe con t rac t  

work, t h e  proposed performancemeasurement base l ine  maybe recognized ' 

a s  a b a s i s  f o r  f u t u r e  performancemeasurement. Tlmeliness is  e s s e n t i a l  

i n  making t h i s  determination. Therefore, t h e  DOE Projec t  Manager 

should take quick a c t i o n  t o  evaluate:  . . 

o The impact on. cont.ract stat'us repor t ing ,  such a s  the  e f f e c t  

on c o s t  and schedule var iances  and t h e  change i n  the  r e l a t ion-  

s h i p  of BCWP t o  the  con t rac t  value;  

o The.method t o  be employed by the .con t rac to r  i n  implementing t h e  

.change, e.g., adjustments t o  variance appl icable  to. completed 

~ work, and/or adjustments t o  work-in-process; 

l 
o The estimated amount of time required t o  ,accomplish the  repro- 

gramming and t h e  e f f e c t  . . on performance measurement,during t h a t  : 

time; and 



o The e f f e c t  on o t h e r  cont , rac tua l  ,commitments, e.g., t h e  s t a t u s  

of c o n t r a c t u a l l y s p e c i f i e d  p r o j e c t  mi les tones ,  t h e  c o n t r a c t  s h a r e  

r a t i o ,  and t h e  l i q u i d a t i o n  r a t e s  f o r  progress  payments. 

d. Af te rDOErecogni t ionof  t h e  formalreprogramming, t h e c o n t r a c t o r m u s t  

document t h e  changes made t o  t h e  performance measurement b a s e l i n e  

t o  a s s u r e  budget t r a c e a b i l i t y .  Approprlate i n t e r n a l  records  and 

r e p o r t s  must be r ev i sed  exped i t i ous ly  t o  account f o r  t h e  manner ' 

i n  which t h e  'budgets  weGe changed. I f  va r i ances  a r e  ad jus t ed ,  t h e  

BCWS and BCWPvalues p r i o r  t o  adjustment w i l l  be r e t a ined  t o  a s s u r e . . ,  ' 
-. 

t r a c e a b i l i t y .  

4. p as ti line Maintenance. I n  o rde r  t o  main ta in  t h e  v a l i d i t y  of t h e  per- 

formance measurement b a s e l i n e ,  d i s c i p l i n e  i s  mandatory throughout t h e  c o n t r a c t o r ' s  '' 

o r g a n i z a t i o n , p a r t i c u l a r l y w i t h r e s p e c t t o b u d g e t a r y c o n t r o l .  C o n t r a c t o r ' s w r i t t e n  1 

i n t e r n a l  procedures should c l e a r l y d e l i n e a t e  accep tab le  budget p r a c t i c e s .  These ' 

procedures  should inc lude  t h e  fol lowing p rov i s ions  : 

. ( .  

o Budgets must be assigned t o  s p e c i f i c  segments of workas app ropr i a t e  

(h igher  l e v e l  o rgan iza t iona l  and CWBS elements ,  c o s t  accounts ,  work 

. packages, planning packages) ; 

o Work r e s p o n s i b i l i t y  must no t  be t r a n s f e r r e d  from one cognizant  

o r g a n i z a t i o n t o  another ,  o r  from one c o s t  account t o  another ,  with- 

out  t r a n s f e r r i n g  t h e  a s soc i a t ed  budget; 

o  A budget ass igned  t o  f u t u r e  s p e c i f i c  t a s k s  o r  planning packages 

must not  be  used t o  budget another  t a s k ,  r e g a r d l e s s  of t h e  CWBS 

l e v e l  involved;  



o Whenmanagement reservebudg'et  i s  used, reco.rds should c l e a r l y  i n d i c a t e  

when and f o r  what purpose i t  was app l i ed ;  

o  When undis t r ibu ted .  budget e x i s t s ,  r eco rds  should c l e a r l y  i d e n t i f y  

i t s  amount, source,  t h e  CWBS o r  o r g a n i z a t i o n a l . l e v e 1  a t  which i t  

i s  h e l d ,  and i f  d i s t r i b u t e d ,  when and f o r  what purpose; 

o  Budgets assigned t o  work should not be changed once t h e  work has 
. . 

s t a r t e d  un le s s  t h e  scope of work i s  a f f e c t e d  by con t r ac tua l change  

o r  o t h e r  reasons agreed t o  by t h e  con t r ac t ing  p a r t i e s ;  and 

o Re t roac t ive  changes t o  BCWS, BCWP, ACWP o r  schedule f o r  completed 

work should not be made except f o r  c o r r e c t i o n  of e r r o r s  o r  normal 

accounting adjustments.  

5. Data Access. The c o n t r a c t o r  s h a l l  provide the  Cognizant Contract ing 

- o f f i c e r  and duly authorized r e p r e s e n t a t i v e s  access  t o  a l l  of t h e  information 

- and suppor t ing  documentation necessary t o  eva lua t e  t h e  cont r ' ac tor ' s  management 

c o n t r o l  systems i n i t i a l l y  and throughout t h e  c o n t r a c t  l i f e ,  and t o  t r a c e  t o  

i. t h e  source  t h e  problems ind ica t ed  i n  summary l e v e l  d a t a  repor ted  t o  DOE. 
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CHAPTER I11 - DOE ORGANIZATIONAL RELATIONSHIPS 

A. INTRODUCTION 

Successful CSCSC a p p l i c a t i o n  requ i res  the  coordinated e f f o r t s  of various 

organiza t ional  elements of DOE. This chapter  ' desc r ibes  t h e  r e s p o n s i b i l i t i e s  

and a u t h o r i t i e s  of DOE organiza t ions  concerned with the  implementation of t h e  

C r i t e r i a  a s  well  a s  t h e  composition and r e s p o n s i b i l i t i e s  of reviewteams. 

B. DOE ORGANIZATIONAL RESPONSIBILITIES 

. I. s e c r e t a r i a l  0f f i c i a l a .  Ass is tant  ~ e c r e t i r i e s  with ou t l ay  program r& . 
. . 

s p o n s i b i l i t i e s  and t h e D i r e c t o r ,  Office of Energy Research, a r e  responsib le  f o r  

assur ing  thatthecriteriaareimplemented on newmajor sys temacqu i s i t ionpro jec t s  
. . . . i ' 

and f o r  approving recommendations f o r  such implementation on o ther  projec ts .  ' 

The appropriate S e c r e t a r i a l  O f f i c i a l  des ignates  and maintains a f o c a l  point  . ' 
f o r  coordinat ionof  C r i t e r i a  mat ters  with t h e  Contro l ler ,  t h e  o v e r a l l  DOE f o c a l  

point  . % 

.< 

2. Program Off ice  Directors .  Based on Pro jec t  Managers' proposals  and 

on t h e i r  own i d e n t i f  i c a t i o *  of appropr ia te  p ro jec t s ,  Program Off i c e  Direc tors  

recommend t o  t h e  appropr ia te  S e c r e t a r i a l  O f f i c i a l  p r o j e c t s  f o r  C r i t e r i a  imple- 

mentation and assure  t h a t  i n  each case  t h e  approved Projec t  Plan forms t h e  

b a s i s  f o r  o r  includes Criteriaimplementationplanning.'Upon completion of t h e  

evaluat ionof  a con t rac to r ' s  systems, theProgramOfficeDirector reviewsthe  Pro- 

j e c t  Manager's recommendations,forvalidation o r  acceptance and forwards i t  with 

appropr ia te  endorsement t o  the  Control ler .  

, 3 .  Fie ld  Off ice  'Managers. F ie ld  Of f i ce  Managers support review teams' 

e f f o r t s  a t  con t rac to r s '  f a c i l i t i e s  within . the i r  purview, a s  well  a s  su rve i l l ance  



a c t i v i t i e s  assoc ia ted  with a s su r ing  cont inuing  a c c e p t a b i l i t y  of c o n t r a c t o r s '  
I 

management c o n t r o l  systems. They a l s o  i n s u r e  t h e  i n c l u s i o n  of app ropr i a t e  

C r i t e r i a  requirements i n  s o l i c i t a t i o n s  a n d i n c o n t r a c t s .  Each Fie ld  Of f i ce  a l s o  

des igna te s  and maintains  a  f o c a l  point  f o r  coord ina t ing  C r i t e r i a  ma t t e r s  with 

t h e  Cont ro l le r .  

4. ProjectManagers.  DOEProject Managers apply t h e  C r i t e r i a  on s e l e c t e d  

c o n t r a c t s  support ingmajor  system a c q u i s i t i o n  p r o j e c t s  and on o t h e r  p r o j e c t s t h a t  

havebeen approved f o r c r i t e r i a  app l i ca t ion .  I n  coo rd ina t ion  with t h e  Con t ro l l e r  

and with t h e  cognizant  Program Of f i ce ,  t h e  concerned P ro jec t  Manager prepares  

. C r i t e r i a  implementation plans.  Such p lans  i d e n t i f y  t h e  c o n t r a c t s  which a r e  

candida tes  f o r  f u l l  o r  modified implementation, e s t a b l i s h  a  proposed schedule 

of review a c t i v i t i e s ,  and s p e c i f y  t h e  l e v e l  of d e t a i l  f o r  r epo r t ing  a s  we l l  

as t h e  th re sho lds  r equ i r ing  va r i ance  a n a l y s i s .  

a. The P r o j e c t  Manager ensures  i n c l u s i o n  of t h e  C r i t e r i a  requirements 

i n  t h e  s ' o l i c i t a t i o n  and c o n t r a c t u a l  documents and provides prospec t ive  con- 

t r a c t o r s ,  through t h e  Cognizant Cont rac t ing  O f f i c e r ,  wi th  requi red  C r i t e r i a  

information. Af te r  con t r ac to r  s e l e c t i o n a n d  i n c o o r d i n a t i o n  wi th  t h e  Con t ro l l e r ,  

" t h e  P r o j e c t  Manager appoin ts  t h e  review Team Chief ,  determines team composition 

and e s t a b l i s h e s  t h e  schedule f o r  systems review. The P ro jec t  Manager r e t a i n s  
. - 

r e s p o n s i b i t y  f o r  o v e r a l l  review conduct. Based on t h e  review team's r e p o r t ,  
, 

t h e  P ro j ec t  Manager recommends system v a l i d a t i o n  t o  t h e  Cont ro l le r  through t h e  

cognizant  Program Of f i ce  under f u l l  C r i t e r i a  implementation, o r  n o t i f i e s  t h e  

Con t ro l l e r  through t h e  Cognizant Program Of f i ce  of systems acceptance under 

modified C r i t e r i a  implementatioA. 

b. Upon v a l i d a t i o n  o r  acceptance, t h e  P r o j e c t  Manager informs the 'cognizant  

Contract ing Off ice  who, i n  t u r n ,  n o t i f i e s  t h e  c o n t r a c t o r  t h a t  t h e  c i t e d  C r i t e r i a  . 



requirements have been met. I n  the  event of s i g n i f i c a n t  problems i n  reaching 

v a l i d a t i o n  o r  acceptance of a con t rac to r ' s  systems, or  i n  reaching agreement 

between DOE and contractorpersonnelonanyCriteria matters ,  t h e p r o j e c t  Manager 

r eques t s  the  Contro l ler ,  through t h e  cognizant Program'Office,  t o  a r b i t r a t e  

such matters .  Subsequently, t h e  P ro jec t  Manager conducts per iodic  system sur- 

v e i l l a n c e  t o  ensure continuing i n  accordance with t h e  con t rac tua l  

requirements. Schedules developed f o r  the  conduct of su rve i l l ance  reviews should 

be coordinated with. the  Contro l ler .  

5. Director ,  Procurement and Contracts  Management. The Direc tor ,  Pro- 

curement,'and Contracts Management develops and provides procurement regu1at io .n~ - ... 

o r  implementing c lauses  f o r  use  i n  s o l i c i t a t i o n  documents.(e.g., Requests f o r  

Proposals,  Program Opportunity Notices) and i n  con t rac t s ,  and provides a s s i s t a n c e  

i n  so lv ingcon t rac tua l  implementationproblems. The 'Direc tor  a l s o  supports  con- 

t r a c t o r s '  systems reviews and su rve i l l ance  a c t i v i t i e s  and des ignates  a f o c a l  

point  f o r  coordinat ion of C r i t e r i a  mat ters  with the  Contro l ler .  - 

6. Generalcounsel.  The General Counselreviews,. a s  appropr ia te ,  prqcure- 

ment s o l i c i t a t i o n  and con t rac t  c lauses  t o  be used i n  applying the  C r i t e r i a  

requirements and, when requested , provides a s s i s t ance  i n  resolv ing c r i t e r i a  

implementation problems. . 

7. Direc tor  of Administration. The Direc tor  of Administration develops 

and/or arranges t r a i n i n g  programs i n  the  following areas :  applying t h e  C r i -  

t e r i a  con t rac tua l ly ;  reviewing con t rac to r  C r i t e r i a  implementation; analyzing the  

con t rac to r s '  cos t  and scheduleperf~rmancere~orts; arid-conducting systems sur- 

v e i l  lance. 

8. Inspector  General. The Inspector  General inspec t s  t h e  con t rac to r  

systems review process, t h e  conduct of system surve i l l ance  a c t i v i t i e s ,  o r  t h e  

opera t ion  of reviewed systems, when requested,  f o r  compliance with DOE pol icy  



and provides the  inspect ion  r e s u l t s  t o  t h e  responsib le  Projec t  Office,.Program 

Office,  and the  Control ler .  

9. The Control ler .  A s  t h e  DOE f o c a l  point  f o r  the  C r i t e r i a  and t h e i r  

i n t e r p r e t a t i o n ,  app l i ca t ion ,  and interagency coordinat ion,  the  Contro l ler  has  

major responsibilitiestoperform, inc1uding:definingtheDOE Cost and Schedule 

Control Systems Criteria;developingtheDOE pol icy  f o r  C r i t e r i a  use and applica-  

t i o n s ;  developing guides, handbooks and o the r  documentation t o  a s s i s t  i n  c r i t e r i a  

implementation; resolving s i g n i f i c a n t  problems encountered during system reviews 

and survei l lance;  reviewing andapprovingProjec t  Managers' recommendations f o r  

va l ida t ion ;  and i s su ing  formal DoEvalidat ion f o r  contractors1-management control 

systems. 

' ,  a. .To maximize use of a v a i l a b l e  resources,  t.he Contro l ler  advises and 

a s s i s t s  p a r t i c i p a t i n g  DOE organiza t ions  i n  organizing and carry ing 

out  con t rac to r sq  systems review a c t i v i t i e s ,  inc lud ing the  maintenance 

of an o v e r a l l  DOEscheduleof suchactivities.Tominimizethe p o t e n t i a l  

f o r  conf l i c t ing  and time-consuming i n t e r p r e t a t i o n  of t h e  C r i t e r i a ,  

t h e  Control ler  a l s o  provides ReviewDirectors t o  a s s i s t  i n  t h e  reviews 

of cont rac tors '  C r i t e r i a  implementations. 

b. Toaid  i n c o n s i s t e n t  and expedit ious systemreviews, thecon t ro l l e rmain -  

t a i n s  a l i s t i n g  of qua l i f i ed  DOE personnel ( including Contro l ler  con- 

struction,managementpersonnel) t o  se rve  onReviewTeams, and coordi- 

na tes  t h e i r  a v a i l a b i l i t y  a s  requested. To acce le ra te  and broaden DOE 

experience, the  Contro l ler ,  i n  coordinat ion with Program Off ices  and 

Fie ld  Off i c e s ,  arranges f o r  DOE personnel t o  pa r t i c ipa te*  i n  systems 

reviews conducted by o the r  government agencies. 

c. Addit ionally,  t h e c o n t r o l l e r m a i n t a i n s  records of C r i t e r i a  implements- 

t i o a s  by DOE contractoys,  exchanges such s t a t u s  information with o the r  

government agencies, and provides t h i s  information t o  the  o the r  DOE 

f o c a l  points  f o r  use i n  source se lec t ion .  



10. Othe rPar t i c ipan t s .  The implementation of t h e c r i t e r i a  a l s o  involves 
. . 

two o the r  specia l ized  functions.  These funct ions  a r e  performed by t h e  cognizant .  

Contracting Off icer  and Cognizant Auditor. Their  r e s p o n s i b i l i t i e s  a r e  discussed 
. . 

below: 

a. The Cognizant Contracting Of f i ce r  represents  the  Contracting Off ice  

responsible f o r  administer ing . t h e  con t rac tua l  a c t i v i t i e s  under , t h e .  

con t rac t  on which t h e  C r i t e r i a  a r e  being o r  have been implemented. 

The con t rac t  admin i s t r a t ionfunc t ion  maybe located a t  a  Fie ld  Opera- 

t i o n s  Office,  P ro jec t  Off ice ,  S i t e  Off ice  o r  Headquarters, depending 

on t h e  projec t .  The cognizant Contracting Off icer  supports  C r i t e r i a  

implementation and subsequent systemq survei l lance ,  a s  appropriate.  

b. The Cognizant Auditor represents  the  aud i t  organiza t ion  (DOE Fie ld  

Operations Office,  Defense Contract Audit Agency, etc .)  responsib le  

f o r  aud i t ing  t h e  DOE con t rac t  on which the  C r i t e r i a  a r e  being o r  a r e  

implemented. The Cognizant Auditor i s  responsib le  f o r  conducting 

a u d i t s  of t h e  con t rac to r '  s accounting system p o l i c i e s  and procedures 

f o r  compliance with t h e c r i t e r i a .  The Cognizant Auditor p a r t i c i p a t e s  

i n  C r i t e r i a  implementation,as well  a s  subsequent systems survei l lance .  

E v a l u a t i o n o f a  con t rac to r ' s  systems i s  conducted throughateam approach. 

The Projec t  Manager, i n  coordinat ion  with t h e  Contro l ler ,  w i l l  o rgan izea  team 

of qua l i f i ed  individuals  t o  conduct the  in-plant review of t h e  c o n t r a c t o r ' s  . 
management con t ro l  systems. The purpose of these  reviews i s  t o  v e r i f y  t h a t  

t h e  con t rac to r  i s  operat ing systems which meet the  con t rac tua l  C r i t e r i a  re- 
f 

quirements. 

1. Team Composition. The review team is composed of appropr ia te  re- 

presenta t ives  from t h e  Projec t  Off ice ,  Contro l ler ,  F ie ld  Office,  Cognizant Con- 

t r a c t i n g  Off icer ,  Cognizant Auditor,  and cognizant Program Office,  with each 
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member assigned s p e c i f i c  review respons ib i l i ty .  The Contro l ler  i d e n t i f i e s  t h e  

Review Director  and informs t h e  o the r  DOE'' f o c a l  points  regarding the  appointment, 

request ing these  f o c a l  points .  t o  i d e n t i f y  candidate team members. Team s i z e  : 

and types of exper t i se  ofmembers w i l l  bedetermined by t h e  review requirements; : 

f o r  example, f u l l  o r  modified implementation, con t rac t  value, cont rac tor  char- 

a c t e r i s t i c s ,  Projec t  Office composi.tion, e t c .  As  soon a s  a  review schedule . 

is  developed, the  Control ler  n o t i f i e s  a l l  p a r t i c i p a n t s  a s  f a r  i n  advance a s  : 
poss ib le  concerning the  s t a r t i n g  d a t e  and t h e  planned dura t ion  of t h e  review. - 

a. The ReviewDirector, appointed by t h e  Contro l ler  i n  coordinat ion with 
, - .  - 

t h e  project '  Manager, serves  a s  the  t echn ica l  advisor  t o  t h e  review team 
I 

and i s  responsib le  f o r  assuring t h a t  the  review of the  con t rac to r ' s  

sys tems i s  cons i s t en t  with DOEpolicyfor C r i t e r i a  use andappl ica t ion .  
' 

Typical a c t i v i t i e s  inc lude  a s s i s t i n g  i n  o v e r a l l  review planning and : 

review team s e l e c t i o n ,  i n t e r p r e t i n g  t h e  DOE C r i t e r i a ,  policy and re- 
1 

quirements, evaluat ing con t rac to r  earned value techniques, and c o w  

s u l t i n g  on review repor t  preparat ion.  

b.  TheTeam Chief ,  appointed by the  Pro jec t  Manager i n  coordinat ion with 

the  Con t ro l l e r , ,  serves  a s  the  r ep resen ta t ive  of t h e  Projec t  Manager 
. . 

f o r e v a l u a t i o n  of a  c o n t r a c t o r ' s  systems and is  responsib le  f o r  t h e  

review team's day-to-day a c t i v i t i e s .  Typical a c t i v i t i e s  include a s s i s t -  

ing i n  team member s e l e c t i o n ,  planning and scheduling t h e  review, 

organizing and leading t h e  review team, resolving i d e n t i f i e d  systeins 

d iscrepancies  with the  con t rac to r ,  and supervising the  preparat ion 

of t h e  review repor t .  

c. Review team members should be formally appointed and' t h e i r  designated 

review r e s p o n s i b i l i t i e s  s t a t e d  i n  wri t ing.  Members w i l l  be fu l l - t ime 



p a r t i c i p a n t s d u r i n g  a review.Theteam maybe augmented on a temporary 

bas i s .wi th  func t iona l  s p e c i a l i s t s  t o  a s s i s t  i n  review of s p e c i f i c  

areas. Normally, members should possess one o r  more of t d e  following 

q u a l i f i c a t i o n s :  

o P r i o r  C r i t e r i a  implementation review experience; 

o Knowledge of t h e  t echn ica l  content  of t h e  p ro jec t  o r  con t rac t ;  

o Knowledge of the  processes (e.g.,design, manufacture, construc- 

t i o n )  t h a t  w i l l  be used t o  produce t h e  con t rac t  end item; 

o Knowledge o f ,  the  p r i n c i p a l  engineering design and t e s t  requirements 

of the  a c t i v i t y  under review; 

o General i n d u s t r i a l  engineering/production c o n t r o l  background; 

o Accounting/auditing knowledge; 

o P ro jec t  planning and con t ro l  experience; 

o Management/cost/price ana lys i s  experience; 

o Contract nego t i a t ion  o r  adminis t ra t ion  experience; 

o Configuration management experience; o r  

o Systems engineering experience. 

. . 
' 2 .  Team Operation. The team i s  responsib le  f o r  t h e  assessment of t h e  

- 
c o n t r a c t o r ' s  compliancewith the  con t rac tua l  C r i t e r i a  requirements. Suchassess- 

ment should include review of management con t ro l  techniques used by t h e  con- 

t r a c t o r ' s  organizcitional elements which perform work on t h e  cont rac t .  The 

team shouldnot  design o r  recommendchangestothe con t rac to r ' s  systems i n  o r d e r .  

t o  meet t h e c r i t e r i a .  The con t rac to r  w i l l  be a f fo rdedan  oppor tun i ty to  c o r r e c t  

t h e  systems' de f i c i enc ies .  

a. Team members a r e  responsib le  t o  the  Team Chief f o r  the  completion 

of t h e i r  review assignments. To t h e  extent  poss ib le ,  theTeam Chief 



ass igns  t a s k s  cons i s t en t  with background q u a l i f i c a t i o n s  of team 
, 

members. However, t h e  Team Chief r e t a i n s  the  prerogative t o  s e l e c t  

and use any profess ional  s k i l l s  and methods considered necessary 

t o  adequately accomplish an assignment. 

.b. The Team Chief makes a l l  necessary arrangements t o  a s su re  t h a t  team 

nembers a r e  ava i l ab le  f o r  t h e  required preliminary indoc t r ina t ion  and 

f o r  each review f o r  which t h e  team member is needed. Members a r e  

adminis t ra t ive ly  respon'sible t o  t h e  Team Chief during t h e  period 
. . ." ... , . 

of t h e  review. I n  t h e  event a follow-up review i s  necessary ' t o  

determine t h e  co r rec t ion  of observeddef ic iencies  o r  tocover  another 

phase of t h e  p ro jec t ,  t h e  members of t h e  o r i g i n a l ,  team should be 

reassembled, i f  prac t icable .  . . 

3. Training. A l l  team members should rece ive  t r a i n i n g  deal ing wi th  man- 

agementcontrolsystems concepts and performance requirements and i n t e r p r e t a t i o n s  

p r i o r  t o  p a r t i c i p a t i o n  i n  a review. Such t r a i n i n g  may be provided by DOE 

workshops, f o r  example, and may be supplemented by add i t iona l  i n s t r u c t i o n  t o  

ensure the  f u l l e s t  understanding o f ' t h e  t a s k  t o  be performed during t h e  Demon- 

strat ionReview. On-the-job t r a i n i n g  w i l l  be provided, when f e a s i b l e ,  t o  enlarge  

upon background experience and classroom t r a i n i n g ,  f o r  members without p r i o r  

review par t i c ipa t ion .  



CHAPTER I V  - IMPLEMENTATION REVIEW PROCEDURES 

A. INTRODUCTION 

This  chapter  provides guidance t o  DOE r ep resen ta t ives  f o r  conducting a 

review of t h e  con t rac to r s1  systems under e i t h e r  a f u l l o r  modified C r i t e r i a  im- 

plementation. Actions required f o r  the  systems review under f u l l  implementation 

a r e  spec i f i ed  i n  paragraph B of t h i s  , chapter ;  those required under modified 

implementation a r e  de l ineated  i n  paragraph C. This chapter  may se rve  a l s o  a s  

a reference  f o r  con t rac to r s  i n  preparing t h e i r  systems desc r ip t ions ,  so a s  

t o  accommodate more e f f e c t i v e  assessment of t h e i r  systems by DOE representa t ives .  

Addit ional  guidance f o r  Sy6temS reviews and.continued su rve i l l ance  of con t rac to r s1  

systems ' i s  contained i n  bOE/CR-0018 I Systems Review/Surveillance Guide. 

FULL IMPLEMENTATION B. 

From thegenera l  guidance provided here,  implementationprocedures may be 

adopted t o  s p e c i f i c  s i t u a t i o n s  a s  they a r i s e .  De ta i l s  concerning each f u l l  ' 

implementat ionwil l  be developed by t h e  DOE P ro jec t  Manager i n  coordinat ion  with 

o the r  p a r t i c i p a t i n g  DOE organizat ions.  The implementation w i l l  be cons i s t en t  

.with t h i s  guidance. 

1. Preaward Action. Af ter  i t  is. deteitmined t h a t  the  C r i t e r i a  w i l l  be 

appl ied  on a con t rac t ,  t h e  requirements w i l l  be included i n t h e  s o l i c i t a t i o n  .. 

document. A sample c l ause  f o r  . t h i s  purpose is contained i n  Attachment 3. I n  

response t o  the  s o l i c i t a t i o n ,  each prospective con t rac to r ' s  proposal should 

inc lude  a desc r ip t ion  of t h e  management c o n t r o l  systems planned t o  be used 

under con t rac t  i n  meeting . the ,  C r i t e r i a  requirements. Contractors may propose 

t o  use the  e x i s t i n g  systems whi6h ' in  t h e i r  judgement meet the  C r i t e r i a .  

a. The c o n t r a c t o r ' s  management c o n t r o l  systems must be described i n  

s u f f i c i e n t  d e t a i l  t o  determine compliance with the  C r i t e r i a  and 

subsequently permit adequate su rve i l l ance  of t h e  operat ing sys- 

tems. Contractors  must show c l e a r l y  how t h e i r  systems meet DOE 
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requirements. While the  con t rac to r ' s  system desc r ip t ion  is  not 

expected t o  follow t h e  C r i t e r i a  Checklist (Attachment 2 ) ,  t h e  

cont rac tor  should c o r r e l a t e  the  desc r ip t ion  with the  check l i s t  

i tems t o  insure  adequate coverage. Applicable company policydocu- 

ments and procedures should be referenced o r  at tached t o t h e  de- 

sc r ip t ion .  A sample o u t i i n e  of a management' con t ro l  systems descrip-  

t i o n  is  shown i n  Figure 9. 

. b. Contractors proposing t o  use management con t ro l  systems pre- 
i 

. vious ly  val ida ted  may s a t i s f y  t h e  C r i t e r i a  requirements i n  t h e  ... . 
L*, 

' s o l i c i t a t i o n  document by c i t i n g  i n  t h e i r  proposal the  Memorandum 

of Understanding o r  C e r t i f i c a t e  of Validation. 

c. Normally, f o r  a new con t rac t ,  t h e  C r i t e r i a  evaluat ion  review i s  

accomplished a s  a p a r t  of precontrae t  award procedures. This review 

c o n s i s t s  of evaluat ing  proposed o r  e x i s t i n g  systems and methods 

by which prospective con t rac to r s  plan t o  comply with t h e  C r i t e r i a  

requirements. The review i s  bas ica l ly  an ana lys i s  of the  contrac- 

.. . 
<. , : tors. '  managementcontrolsystemsdescriptionssubmittedinresponse 
. . , . 

t o  the  s o l i c i t a t i o n .  I f  any p a r t  of a systems desc r ip t ion  cannot 

be c l e a r l y  understood, c l a r i f i c a t i o n  may be obtained from t h e  

cont rac tor  through t h e  Source Evaluation Board. Care should be 

exercised t o  avoid improper d i sc losure  of information obtained 

from c o n t r a c t o r s , e s p e c i a l l y  i n  competitive s i tua t ions .Fol lowing 

t h e  evaluat ion review, a w r i t t e n  repor t  w i l l  be prepared by t h e  

evaluat ion  review team which w i l l a t t e s t  whether o r  not the  con- 

t r a c t o r ' s  systems a s  described i n  the ,p roposa l  comply with t h e  

con t rac tua l  Cr i ter iarequirements .  I f  not ,  t h e  r epor t  w i l l  i d e n t i f y  



FIGURE 9 EXAMPLE OUTLINE MANAGEMENT CONTROL SYSTEMS DESCRIPTION 

A. GENERAL, D. ACCOUNTING 

Company Policy for Cost and Schedule Control Procedures 
Administration of Policy 

i 
Elements of Cost 

Systems Summary Materials Cost Control 
- Purchase Order System 

0. ORGANIZATION RecurringlNonrecurring Costs 
Overhead Procedures and Control 

CWBS Develop'ment and Control Data Base Description 
Organizational Structure & Responsibility Data Reconciliation 
lntegration of CWBS with Organizational Structure 
Systems Integration E. ANALYSIS 
Subcontract Management 

Earned Value Methods Determination b- Use 
C. PLANNING 8 BUDGETING Comparison of Actual versus Planned Performance 

, .Variance Analysis 
Work Authorization Estimate at Completion Derivation 
Schedule Development & Control 
Cost AccountNVork Package Development 8 Planning F. REVISIONS 8 ACCESS TO DATA 
Establishment of Performance Measurement ~aseli'ne 
Overhead Planning & Budgeting Baseline Maintenance 
Management Reserve Budget Control Change Incorporation 
Undistributed Budget Control. Internal Replanning 

Formal Reprogramming 
Internal Et External Reporting Procedures 
Systems Surveillance 

Access to Data 

; 



s p e c i f i c  de f i c i enc ies .  The repor t  w i l l  be provided t o  t h e  Source 

Evaluation Board. 

4 
2. Contract Award. The con t rac t  w i l l  r equ i re  t h a t  the  con t rac to r ' s  

systems comply with the  C r i t e r i a  requirements throughout performance of t h e  

cont rac t .  The sample c o n t r a c t c l a u s e  contained i n  Attachment 4 covers the  re- 

quirements of the  C r i t e r i a  and o the r  condit ions.  

a .  The c lause  requ i res  t h e c o n t r a c t o r  t o  establfsh,document,demorr: 

s t r a t e ,  and use  management c o n t r o l  systems i n  accordance with 

the  c i t e d  C r i t e r i a .  It requ i re  s t  h e c o n t r a c t o r  t o  ob ta in  approval 

of changes t o  va l ida ted  management con t ro l  systems p r i o r  t o  t h e i r  

implementation and provides f o r  government access t o  pe r t inen t  

records andda ta  a s soc ia tedwi th  t h e  management c o n t r o l  systems. 

b. When the  C r i t e r i a  a r e  t o  be applied t o  se lec ted  subcontrac ts ,  

t h i s  requirement w i l l  be mutually agreed t o  by t h e  DOE P ro jec t  

Manager and t h e  prime contrac tor .  Th i sdec i s ion  should be based 

o n t h e  c r i t i c a l i t y  of t h e  subcontract  t o  the  p ro jec t  and should 

consider  the  d o l l a r  value of t h e  subcontract  involved. After 

'agreement, t h e  prime contrac tor  w i l l  con t rac tua l ly  r equ i re  sub- 

con t rac to r s  t o  comply w i t h t h e  c i t e d  C r i t e r i a  and incorpora te  

adequate provisions f o r  systems review and survei l lance .  Subcon- 

t r a c t s  se lec ted  f o r a p p l i c a t l o n o f  t h e c r i t e r i a  should be iden t i -  

f i e d  i n t h e  prime contract.  After a prime c o n t r a c t o r h a s  reviewed 

and accepted a subcontrac tor ' s  management con t ro l  systems, t h e  

prime con t rac to r  should provide t h e  subcontractor  with a w r i t t e n  

statement documenting the  acceptance. Review and v a l i d a t i o n  o r  

acceptance and su rve i l l ance  of a subcontrac tor ' s  management con- 



t r o l  systems may- be performed by' DOE i n  coordinat ion with t h e  

prime contrac tor  when requested by e i t h e r  . t h e  prime contrac tor  

o r  subcontractor' .DOEwillfol lowthes~eproceduresinconducting 

subcontractor  reviews t h a t  a r e  used during prime con t rac to r  te- 

views. 

c.  Contractorswhose management con t ro l  systems were val ida tedunder  

another DOE o r  government con t rac t  of t h e  same type a t  t h e  same 

loca t ion  w i l l  not  be required t o  undergo a Demonstration Review 

on a new con t rac t  except under the  fo11owingconditions:signi- 

f i c a n t  modificat ions have been made t o  the  previously v a l i d a t e d ,  

systems, o r  s ~ r v e ~ l l a n c e  revea l s  t h a t  the  systems have not been 
\ 

. . operated a s  con t rac tua l ly  agreed t o  i n  the  p r i o r , c o n t r a c t ,  o r  

DOE has deterniined t h a t  t h e  va l ida ted  systems a r e  no longer opera-. 

t i ona l .  P r i o r  v a l i d a t i o n  can be withdrawn i f  t h e  systems a r e  

not operated a s  va l ida ted .  

d. When a c o n t r a c t o r  has a p r e v i o u s l y v a l i d a t e d  sys tem,anewcontrac t  

a t  the  same loca t ion  may requ i re  t h a t  a Subsequent Application . 

. . Review be conducted. This requirement w i l l  be determined ' j o i n t l y  

. . .  .. 
- by t h e  Project  Manager and Control ler .  This review is normally'-  

conducted wi th in90  days a f t e r  con t rac t  award t o  determine t h a t  

the  con t rac to r  has properly a p p l i e d  t h e  validatedmanagementcon- 

t r o l  systems t o  the  new con t rac t  and the  C r i t e r i a  requirements 

a r e  beingmet'. The teamcomposit ionanddurat ion f o r t h e  Subsequent 
< 

Application Review should be minimized. 

3. Post-award Actions. A f t e r c o n t r a c t  award, theReviewDirector  and Team 

Chief should determine i n  conjunction wi th  t h e  con t rac to r ,  an appropr ia t e  d a t e  f o r  

the  i n i t i a l r e v i e w t e a m  v i s i t .  T h i s v i s i t ' s  purpose i s  t o  review t h e  con t rac to r ' s  



plans  f o r  implementing. the  C r i t e r i a .  Succeeding v i s i t s  a r e  t o  a s sess  t h e  con- 
I 

t r a c t o r ' s  progress and t o  conduct t h e  d e t a i l e d  Demonstration Review-of t h e  

c o n t r a c t o r ' s  management c o n t r o l  systems i n  operation. These v i s i t s  t o  the  con- 

t r a c t o r ' s  f a c i l i t y  a r e  described below. 

a. Implementation V i s i t .  A s  soon a s  possibleaftercontractaward, 

preferably wi th in  30 days, t h e  review team should v i s i t  t h e  

con t rac to r ' s  p lant  and review t h e  con t rac to r ' s  plans f o r  C r i t e r i a  

implementation. This v i s i t  provides an e a r l y  dialogue between 

DOE and the  con t rac to r  r e l a t i v e  t o t h e  review process.The con- 

t r a c t o r  should make presenta t ions  t o  r e f l e c t  systems des ign 

and opera t ion  and expla in  appl icable  repor ts .  The team w i l l  
i 

examine selecteddocumentsand procedures proposed by ;the con- 

t r a c t o r .  Areas of noncompliance o r  p o t e n t i a l  problems w i l l  be 

i d e n t i f i e d  t o  the contrac tor .  During t h i s  v i s i t ,  a schedule 

w i l l  be developed f o r  the  Readiness Assessment and Demonstration 

Review. 

b. . Readiness Assessment. The Readiness Assessment is usual ly  t h r e e  

. . t o  ' f ive  days i n  dura t ion  and precedes t h e  Demonstration Review. : 

Without involving the  t ime' .and expense of t h e  f u l l  DOE team 

and contrac tor .personne1,  i t  provides -anoppor tuni ty  t o  review 

progress toward implementing the  C r i t e r i a  requirements, t o  c l e a r  

up misunderseandings, and t o  a s sess  t h e  con t rac to r ' s  readiness  

t o  demonstrate f u l l y  in teg ra ted  and compliant management con t ro l  

systems. It a s s i s t s  i n  p repara t ionfo r  t h e  Demonstration Review 

by f ami l i a r i r ing  key team members with the  fundamentals of t h e  

con t rac to r ' s  systems. Any discrepancies .  revealed should be iden- 

t i f i e d  t o  the  con t rac to r  f o r  correc t ion .  



c.  emo on strati on Review. The Demonstration Review w i l l  commence I 

a s  soonas  p rac t i cab le  following t h e c o n t r a c t o r ' s  systems imple- 

mentation and cor rec t ion  of de f i c i enc ies ,  i f  any, i d e n t i f i e d  

during the  Readiness Assessment. 
? 

(1 ) The revie; team w i l l  examine the  con t rac to r ' s  working papers ' 

and documents t o  ascertaincompliance anddocument i t s  f ind- 

ings. F o r t h i s  purpose, t h e  con t rac to r  w i l l  make ava i l ab le  

t o t h e  team t h e  documents used f o r  organizing, planning, 

scheduling,budgeting,authorizing,accounting,controlling 

and es t imat ing  the  work and any other  procedural o r  func- 

t i o n a l  documents which apply t o t h e  cont rac t .  Thedocumen- 

t a t i o n  must be complete, cu r ren t ,  and accurate. 

( 2 )  The con t rac to r  w i l l  demonstrate t o  the  team how t h e  man- 

\ 

agernent c o n t r o l  systems a r e  s t ruc tu red  and used i n  a c t u a l  

operat ion.  A l l  appropr ia te  i n t e r n a l  planning and con t ro l  

documentation required f o r  an in-depth ana lys i s  of t h e  

adequacy of t h e .  systems i n  r e l a t i o n  t o  the  C r i t e r i a  re- 

quirements and the,work under con t rac t  w i l l  be made avai l -  . 

able.  

(3)  The con t rac to r  should have a cu r ren t  systems desc r ip t ion  

ava i l ab le  which d e s c r i b e s t h e  management c o n t r o l  systems. 

Applicable por t ions  of the  systems desc r ip t ion  and opera- 

t i n g  procedures should 'be ava i l ab le  a t  t h e  con t rac to r ' s  
I .  

operat ing levels .  ~ e t a i l e d  operat ing procedures should de- 

l i n e a t e  r e s p o n s i b i l i t i e s  bf operat ing personnel,  l imi ta -  

t i o n s  on ac t ion ,  and i n t e r n a l  author iza t ions  required.  
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(4)  Theburden of proof for .demonst ra t ing  compliance with t h e  

Cr i t e r i a requ i rements  necessarilyrestswiththecontractor. 

The review teamwi l l  a s sess  compliance with these  require-  

ments. I f  t h e c o n t r a c t o r ' s  systems a r e n o t  acceptable,  a reas  I 
t o  be reexamined w i l l  be c l e a r l y  i d e n t i f i e d ,  and c o r r e c t i v e  

a c t i o n s t o  achieve compliance must be i n i t i a t e d  by t h e  con- 

t r a c t o r .  A.schedule f o r  'developing and implementing solu- 

t i o n s  and,consequently, f o r d e t e m i n i n g  a c c e p t a b i l i t y  w i l l  

be agreed upon by t h e  con t rac to r  and Review Director .  

4. .! ReiriewProcess. Theteamwillfol lowtheCriteriaChecklist  (Attachment 

2 ) t o  a s su re  t h a t  anorderly,comprehensive, penet ra t ing  and conclusive 

review isconducted.  The c h e c k l i s t  includes the  C r i t e r i a ,  followed 

b y s p e c i f i c q u e s t i o n s ,  t o  a s s i s t  i n  i n t e r p r e t i n g  the  con t rac to r ' s  com- 

pl iance with each of t h e  C r i t e r i a .  

a.  The teammay employ sampling techniqueswhen it i s  not p r a c t i c a l  

to rev iew e n t i r e  systems. Generally, t h e  team w i l l  proceed i n  

anygivenareauntiiconclusivefindings are'reached.. If necessary; . 

t h e  Team Chief w i l l  i d e n t i f y  t h e  cutoff  point  i n  a p a r t i c u l a r  

area. 

b. Theresponsibilityforassuringthat a con t rac to r ' s  i n d i r e c t  c o s t  

con t ro l  sys,tem i s  i n  compliance with t h e  C r i t e r i a  i s  normally 

assigned t o t h e c o g n i z a n t  AuditorrepresentativeontheDemonstra- 

t ionReview team. I f  a recent  evaluat ion  of t h e  i n d i r e c t  c o s t  

c o n t r o l  :system s u b s t a n t i a t e s  compliance with the  C r i t e r i a ,  a 

second inves t iga t ion  during t h e  Demonstration Review w i l l  not 

be required. 



5. Review Report. A t  t h e  conclusion of the  Demonstration Review, a  

formal repor t  w i l l b e  prepared and submitted t o  t h e  Review Director .  Preparat ion 

of t h e  Demonstration Review Report is  t h e  r e s p o n s i b i l i t y  of the  ~ e &  Chief. 

The repor t  w i l l  s t a t ewhe the r  t h e c o n t r a c t o r ' s  systems comply with t h e  con t rac tua l  

C r i t e r i a  requirements and i f  t h e  team recommends the  con t rac to r ' s  systems f o r  

va l ida t ion .  I f  they do not comply, t h e  r epor t  w i l l  i d e n t i f y  t h e  areas  of non- 

compliance i n d e t a i l a n d  t h e  con t rac to r ' s  p l a n f o r  co r rec t ive  action.Any s igni -  

f i c a n t  disagreements on t h e  f i n a l  wording o r  content  of t h e  repor t  w i l l  be 

resolved by t h e  Review Director .  DOE/CR-0018 , Systems ~ e v i e w / ~ u r v e i l l a n c e  

Guide,discusses i n  g r e a t e r  d e t a i l  t h e  format, preparat ion,  and content  of t h e  

Demonstration Review Report. 

6. Systems Validation. The Demonstration Review Report w i l l  be the  

b a s i s  f o r  v a l i d a t i o n  of t h e  c o n t r a c t o r ' s  management con t ro l  systems by t h e '  

DOE Control ler .  Af ter  t h e  c o n t r a c t o r ' s  co r rec t ion  of any de f i c i enc ies ,  the  

Review. Director  w i l l  forward t h e  Demonstration Review Report t o  t h e  P r o j e c t :  

,Manager. After  reviewing t h e  r epor t  and concurring In  the  team's recommendation, 

t h e  Projec t  Manager, i n  tu rn ,  will'recommend systems v a l i d a t i o n  t o  t h e  DOE ' 

Control ler  through t h e  cognizant Program Office. After  Contro l ler  approval, 

t h e  .Control ler  w i l l  i s s u e  a C e r t i f i c a t e  of Validat ion t o  the  con t rac to r  docu- 

menting t h a t  the  con t rac to r ' s  systems comply with the  C r i t e r i a .  
, .,.! . .. 'I i . 

i _ ._ .  

. a., The Cognizant Contracting Off icer  w i l l  o f f i t i a l l y  n o t i f y  t h e  

con t rac to r  t h a t  the  c o n t r a c t o r ' s  systems have complied with the  

C r i t e r i a  requirements i n  t h e  con t rac t  and provide the  cont rac tor  

with copies of theDemonstrationReview Report. Once a cont rac tor  

i s  va l ida ted ,  t h e  demonstration of system opera t ion  upon award 



of a  new c o n t r a c t  wi th  t h e .  C r i t e r i a  requirements is  normally 

not  required.  

b, The DOE Con t ro l l e r  w i l l  c o n t r o l  t h e  i ssuance  and d i s t r i b u t i o n  

of Demon'sttation Review ~ e ' ~ o r t s  w i th in  DOE. When app l i cab le ,  t h e  

cover page of each r e p o r t  w i l l  con ta in  a  s ta tement  i n d i c a t i n g  

t h a t  t h e  r e p o r t  c o n t a i n s  c o n t r a c t o r  p r o p r i e t a r y  d a t a ,  and t h a t  

' d i s t r i b u t i o n  of cop ie s  w i l l  be r e s t r i c t e d .  Contents,  i n  whole 

o r  i n  p a r t ,  w i l l  not  be disseminated o u t s i d e  DOE without  t h e  

express  permission of t h e  Con t ro l l e r  and t h e  con t r ac to r .  
. . 

7. Maintaining Compliance. The v a l i d a t e d  management c o n t r o l  systems 

d e s c r i p t i o n  w i l l  he referenced i n  t h e  c o n t r a c t  by t i t l e  and da te .  Va l ida t ion  

o f t h e  c o n t r a c t o r ' s  management c o n t r o l  systems i s  not  intended t o  i n h i b i t  in-  

novat ions  and improvement of t h e  systems.However, t h e  c o n t r a c t o r s  a r e  ob l iga t ed  

c o n t r a c t u a l l y  t o  maintain t h e i r  systems i n  t h e  v a l i d a t e d  s t a t e .  Su rve i l l ance  

t o  a s s u r e  t h a t  c o n t r a c t o r s  main ta in  compliance w i l l  be accomplished by t h e  DOE 

P r o j e c t  Off ice  -.and a s  agreed t o  wi th  t h e  Cognizant Contract ing Of f i ce r  and 

Cognizant Auditor. I n d i c a t i o n s t h a t  a c o n t r a c t o r ' s  systems a r e  f a i l i n g  t o o p e r a t e  

a s  v a l i d a t e d  can  be cause, ' f o r  scheduling another  review and may r e s u l t  . i n  

revocationofvalid.ation. Specificdiscrepanciesdiscoveredasaresult of s u r v e i l -  

l ance  should be  co r r ec t ed  immediately. Contractor  proposed c h a n g e s t o  v a l i d a t e d  

management c o n t r o l  s y s t e m s w i l l  be submitted t o t h e c o g n i z a n t  Cont rac t ing  O f f i c e r  

f o r  approval  p r i o r  t o  incorpora t ion .  

.8. Memorandum of Understanding. Af t e r  v a l i d a t i o n  o f a  c o n t r a c t o r ' s  man- 

agement c o n t r o l  systems, t h e .  c o n t r a c t o r ' s  systems d e s c r i p t i o n  should be up- 

da ted  a s  n e c e s s a r y t o  a s s u r e  t h a t  t h e  v a l i d a t e d  systems a r e d e s c r i b e d  accu ra t e ly .  



Since a complete systems desc r ip t ion  may be voluminous, cons idera t ion  should 

be given t o  preparing i t  i n  a format which may be referenced o r  summarized 

f o r  use  i n r e l a t e d  documents. AcontractordesiringaMemorandumof Understanding, 

subsequent t o  systems v a l i d a t i o n  under a cu r ren t  o r  previous DOE con t rac t ,  

w i l l  d i r e c t  a w r i t t e n  request  t o t h e c o g n i z a n t  Contracting Officer .  A Memorandum 

of Understanding ( referencing t h e  va l ida ted  systems desc r ip t ion)  may then be  

executed r e l a t i v e  t o  the  app l i ca t ion  of t h e  systems t o  o ther  c o n t r a c t s  with 

Cr i ter iarequirements .  Acopyof theMemorandumof Understanding w i l l  be forwarded 

t o  t h e  Control ler  f o r  approval. An example of a Memorandum of Understanding 

is provided i n  Attachment 5. Per t inent  f e a t u r e s  a r e  described below. 
, . . 

a. The Memorandum of Understanding is  not a con t rac t  clause.  It 

w i l l  be incorporated by appropr ia te  reference  i n  any con t rac t  A ,  

requi r ing  compliance wi th  t h e  C r i t e r i a .  This document serves  

t o c l a r i f y t h e  i n t e n t  o f t h e c o n t r a c t o r  and DOE r e l a t i v e  t o  imple- 

mentation of t h e  C r i t e r i a .  It con ta ins . r e fe rence  t o  desc r ip t ion  

of t h e  va l ida ted  systems and provides f o r  access t o  pe r t inen t  

con t rac to r  records and d a t a , f o r  su rve i l l ance  purposes. Provis ion  

i s  a l s o  made t o  permit changes t o  va l ida ted  systems. 

b. When a Memorandum of understanding is  t o  be consummated between 
. 

DOE and t h e c o n t r a c t o r ,  i t  w i l l  be prepared and executed by t h e  ap- 

I 

propr ia t e  Cognizant Contracting Officer .  AMemorandum of Under- 

s tanding normally w i l l  be l imi ted  f o r  app l i ca t ion  t o  a s i n g l e  

con t rac to r  d iv i s ion ,  f a c i l i t y  o r  l o c a t i o n  a s  defined f o r  the  

purpose of con t rac t  administrat ion.  

c. A con t rac to r  may respond t o  s o l i c i t a t i o n s  f o r  p o t e n t i a l  con t rac t s  

by c i t i n g  t h e  Memorandum of Understanding i n  proposals. DOE may 



conduct a Subsequent Applicat ion Review t o  evaluate t h e  cu r ren t  

s t a t u s  of t h e  va l ida ted  systems t o  a s c e r t a i n  whether the  systems 

\ 

a r e  acceptable without requi r ing  aDemonstrationReview. Reviews 

maybe. conducted using any con t rac t  a t  th,e loca t ion  where t h e  

C r i t e r i a  a r e  applied,  provided t h a t  the  c o n t r a c t .  s e l ec ted  w i l l  

ensure a - r ep resen ta t ive  appra i sa l  of t h e  con t rac to r ' s  systems . 
,. . 

i n  operation. The use of . a n  a l t e r n a t i v e  con t rac t  f o r  review 

purpbses w i l l  be approved by t h e  Control ler .  
. . .  

C. MODIFIED IMPLEMENTATION 
.* ' 

1. Preaward ~ c t i v l ' t i e s .  When t h e  c r i t e r i a  a r e  t o  be implemented on a . . 

modified bas is , ,  t h e  requirement is  d e t a i l e d  i n  the  s o l i c i t a t i o n  document and 

con t rac t  s imi la r  t o  f u l l  C r i t e r i a  implementation. The sample c lauses  contained 

i n  Attachments 3 and 4. c a n b e ' . t a i l o r e d  t o  s t a t e  t h e  modified requirements. Any 

C r i t e r i a  not deemed appl icable  should be spec i f i ed '  a s  exemptions i n  t h e  clause. 
. . 

~ r o p o s a l  evaluat ion ' and subcontract  app l i ca t ion  follows the  procedures described 

..,. . . . .  
f o r  f u l l  c r i t e r i a  implementation i n  Paragraph I V .  B. 

' 

a. Thedegreeof technicalrisk,contractvalue, and po.tentia1 f o r  c o s t  

growth a r e  t y p i c a l  of the  f a c t o r s  t o  be considered' i n  determining . 
. , 

t h e  degree of c r i t e r i a  implementation required f o r  e f f e c t i v e  p ro jec t  

.management. Addit ionally,  theProjeetManager should assu re  t h a t  t h e  

proposed cos t  and schedule performance r e p o r t i n g  ,requirements w i l l  

meet projectmanagement needs, The Projec t  Manager is  encouraged 
. . . . 

t o  request  advice and ass i s t ance  i n  these  mat ters  from t h e  con t ro l l e r .  

b. For new con t rac t s ,  each o f f e r o r  w i l l  submit a d e s c r i p t i o n  of t h e  

management cont ro lsys tems proposed f o r  use i n  conduct ingthe  work. ., 

I f  an o f f e r o r  is  using management con t ro l  systems t h a t  have been 



previously val ida ted  f o r  a  f u l l  C r i t e r i a  implementation o r  accepted 

f o r  a  modified C r i t e r i a  implementation, t h i s  should be c i t e d  i n  

theproposal .For  ex i s t ing  con t rac t s ,  modified C r i t e r i a  implementa- 

t i o n  occurs by con t rac tua l  agreement between t h e  cognizant ~ o n t r a c  t- 

1% Off icer  and the  p a r t i c i p a t i n g .  contractor .  

2. Post Contract Award Ac t iv i t i e s .  After con t rac t  award, the  scope of - 
' review a c t i v i t i e s  .under modified C r i t e r i a  implementation w i l l  vary depending 

upon con t rac t  va lue  and content.  For example, a  con t rac t  i n  t h e  $30 t o  $50 

m i l l i o n  range w i l l  normally r ece ive  more management a t t e n t i o n  than a c o n t r a c t ,  

f o r  $2 mil l ion.  S imi lar ly ,  a  high t echn ica l  r i s k  cont rac t  w i l l  demand more 

' : 
, a t t e n t i o n  than one with minimal r i s k .  Thus, exac t  guidel ines  cannot be given. {.- 

However, f o r  the  Projec t  Manager t o  make e f f e c t i v e  use of con t rac to r  r epor t s ,  c t  

t h e  opera t ion  of t h e  con t rac to r ' s  systems generat ing the  r epor t s  should be c l e a r l y  ,% 

I 

understdod and should be opera t ing  i n  accordance with ' t h e  s t a t e d  C r i t e r i a  re- . 
. . 

quirements. In  order  t o  accomplish t h i s  ob jec t ive ,  an Acceptance Review v i s i t  ,I; 
. - . - 

should be made t o  t h e  con t rac to r ' s  f a c i l i t y  soon a f t e r  r e c e i p t  of i n i t i a l  

performancereportstoobservethecontractor's sys tems inopera t ion  and determine 

i f  t h e  specif,ied. C r i t e r i a  requirements have been met. 

a. P r i o r  t o  the  v i s i t ,  t h e  DOE Projec t  Manager should perform t h e  

following : 

o Request the  con t rac to r  t o  b r i e f  theDOE represen ta t ives  o n t h e  

systems operat ion,  how they meet t h e c i t e d  Cr i ter iarequirementa ,  

and how repor t s  t o  DOE a r e  prepared; 

o Iden t i fy  any p o t e n t i a l  prpblem areas  i n  t h e  con t rac to r ' s  systems 

from review of t h e  systems desc r ip t ion  and d iscuss  ' necessary 

c b r r e c t  ive  ac t ions  with the  cont rac tor  ; 



o Coordinate a d a t e  f o r t h e  Acceptance Review v i s i t  with t h e  con- 
. , 

I t r a c t o r ;  . . .  . 

o IdentifyappropriateDOErepresentatives who should p a r t i c i p a t e  

i n  t h e  review; 

o Familiar ize the  r ep resen ta t ives  with t h e  spec i f i ed  C r i t e r i a  

I requi rement i .and t h e  techniques t h e  cont rac tor  proposes t o  

I use f o r  compliance with the,  requir,&ents;' and 
. , 

. . 

o Advise , t h e  DOE c o n t r o l l e r  of planned a c t i v i t i e s  and request .  

assistanct%, i f  needed., ' . 

'. . 
> : ,.. 
5' : 

.b. , ' ~ u r i n g , t h e  ~ c c e p t a n c e ~ e v i e w  v i s i t ,  t h e  ~OEProjectManagerand t h e  . . . . 

DOE represen ta t ives  should : 

o Verify t h a t  t h e c o n t r a c t o r ' s  systems and procedures funct ion  i n  

accordance with the  systems desc r ip t ion  and con t rac t  provisions 

and provide r e p o r t s  t h a t  accura te ly  r e f l e c t  , c o n t r a c t  t a s k  pro- 

gress;  

o Review i n t e r n a l  con t rac to r  management con t ro l  r epor t  s t h a t  sup- 
. . .  , 

por t  ex te rna l  repor t ing;  
, . . 

-. . 

. . o . Iden t i fy  and , discuss  , .  with t h e  con t rac to r  any aspec t s  . o f  t h e  , . . 

operat ing systems t h a t  may d i f f e r  from t h e  systems 
. . .  . . 

desc r ip t ion  and'contract  requiremehts, and agree on c o r r e c t i v e  

. . 
ac t ion  t o  be taken;. and . . 

o Agree on how con t rac to r  proposed' clianges ' to  t h e  management 

c ~ n t r o l ~ s y s t e m s  w i l l  be processed. 

c. After  t h e  v i s i t ,  t h e  DOE Pro jec t  . . .  Manager . should: 
. . 

o Document systems opera t ion  by C r i t e r i a  category and agree- 
. . . .  

ments on c o r r e c t i v e  ac t ions  t o  'be taken by t h e  cont rac tor ;  
. . .  



o Arrange f o r  s u r v e i l l a n c e  requirements and monitor c o n t r a c t o r  

c o r r e c t i v e  a c t i o n s ;  

o  Notify t h e  Co.ntroller through t h e  cognizant Program Of f i ce  

of t h e a c c e p t a n c e o f  t h e c o n t r a c t o r ' s  systems f o r  s u c c e s s f u l l y  

i m p l e m e n t i n g t h e m o d i f i e d C r i t e r i a f o r t h e  s p e c i f i c  p r o j e c t ;  and 

o Inform t h e  Cognizant Contract ing Of f i ce r  t o  n o t i f y  t h e  con- 

t r a c t o r  t h a t  themodif ied  Cr i t e r i a imp lemen ta t ion  requirements 

have been s a t i s f i e d .  

D. * SYSTEMS SURVEILLANCE 

1. Requirements. c o n t r a c t o r s  a rerequi . red  t o  operatetheirmanagementcon- 

t r o l s y s t e m s a s  va l ida t ed  o r  accepted by DOE.' It i s  t h e  DOE Pro jec t  Manager's 

r e s p o n s i b i l i t y  t o  ensure  t h e  c o n t r a c t o r ' s  continued compliance wi th  t h e  s p e c i f i e d  . 

, C r i t e r i a  requirements ,  throughout .  t h e  c o n t r a c t ' s  dura t ion .  This i s  accomplished 

byagreement wi th  on-s i te  personnel  (e.g., r e p r e s e n t a t i v e s  of t h e  Cognizant 

Contract ing Of f i ce r  and Cognizant Auditor) o r .  through pe r iod ic  v i s i t s  t o  t h e  , , .  

c o n t r a c t o r  by P r o j e c t  Of f i ce  r ep re sen ta t ives .  Cont rac tors  should be encouraged - 

t o  e s t a b l i s h  p lans  f o r  t h e i r  own and appropr i a t e  subcont rac tor  s u r v e i l l a n c e .  

Genera l ly ,  s u c h c o n t r a c t o r  activitycanbemadeapartof e x i s t i n g  a u d i t  procedures.  

A'dditional guidance f o r  performing t h e  s u r v e i l l a n c e  func t ion  i s  contained i n  

DOE/CR-0018 , Systems Review/Surveillance Guide. 

2. Surve i l lance  Phases. Normally, t h e  s u r v e i l l a n c e  f u n c t i o n  i s  accomp- 

l i s h e d  i n  two phases. The f i r s t  phase begins a f t e r  c o n t r a c t  award. A t  t h i s  

t ime t h e  c o n t r a c t o r ' s  management c o n t r o l  systems may be i n  a   stage^ of imple- 

men ta t ion inwhich  t h e y d o  not  fullysatisfytheCriteriarequirements, i n d i c a t i n g  

aneed  f o r m o d i f i c a t i o n  and improvement. The second phase begins a f t e r  systems 

review and t h e  c o n t r a c t o r ' s  o p e r a t i o n a l  sys temshavebeen  v a l i d a t e d o r  accepted. 



a. Phase I s u r v e i l l a n c e  is  d i r e c t e d  t o  a s s u r e  sa t i s fac tory implementa-  
1 

t i o n  of t h e c o n t r a c t o r t . s  management c o n t r o l  systems by monitor ing 

t h e  c o n t r a c t o r ' s  brogress  toward such implementation. During t h i s  

per iod ,  even though t h e  c o n t r a c t o r ' s  systems have not y e t  been 

va l ida t ed  o r  accepted,, i t  i s  necessary t h a t  DOE make dec i s ions  

based upon c o n t r a c t o r  r e p o r t s  der ived  f romthe  ope ra t ing  manage- 

ment c o n t r o l  systems. Thus, i t  i s  necessary t o  determine i f  t h e  

d a t a  i n  t h e  r e p o r t s  a r e  v a l i d  and complete. 

b. PhaseI I su rve i l l ancefo l lowsva l ida t ionoraccep tance  of t h e  con- 
'* . 

t r a c t o r ' s  management c o n t r o l  systems and i s  more formalized. 

The s u r v e i l l a n c e  should provide f o r  v e r i f y i n g ,  t r a c i n g ,  and eval- 

ua t ing  t h e  informat ion  contained i n  t h e  r e p o r t s  submit ted t o  

DOE.. It a l s o  should ensure  . t h a t  t he  c o n t r a c t o r ' s  management 

c o n t r o l  systems cont inue  t o o p e r a t e a s  requi red  by t h e  c o n t r a c t  

and t h a t  any proposed o r  a c t u a l  changes a r e  reviewed o r  approved, 

a s  appl icable .  I f ,  duf ing  iurve i - l lance , ,  t h e  c o n t r a c t o r ' s  p r a c t i c e s  

a r e  found t o  d i f f e r  from t h e  systems v a l i d a t e d  o r  accepted,  

t h e  c o n t r a c t o r  w i l l  t a k e  t h e  necessary a c t i o n  t o  r e c t i f y  t h e  

s i t u a t i o n .  



1 ATTACHMENT 1 

GLOSSARY OF TERMS 

ACTUAL COST OF WORK.PERFORMED (ACWP). The c o s t s  a c t u a l l y  . incurred and appl ied  
. o r  d i s t r i b u t e d  i n  accomplishing t h e  work performed w i t h i n  a  g iven  t ime.  per iod.  

ACTUAL DIRECT COSTS. Those ' c o s t s  i d e n t i f i e d  s p e c i f  i c a l l )  wi th  a c o n t r a c t ,  based 
upon t h e  c o n t r a c t o r ' s  c o s t  i d e n t i f i c a t i o n  and accumulation system as accepted 
by DOE (See ~ i r e c t  Costs). 

APPLIED DIRECT COSTS. The amounts charged t o  work i n  process  i n  t h e  t ime 
period a s soc i a t ed  wi th  t h e  consumption of l abo r ,  m a t e r i a l ,  and o t h e r  d i r e c t  
r e sou rces ,  without  regard t o  t h e  d a t e  of commitment o r  t h e  d a t e  of payment.' 

APPORTIONED EFFORT. E f f o r t  (e.g., q u a l i t y  assurance)  t h a t  by i t s e l f  i s  not . 
r e a d i l y  d i v i s i b l e  i n t o  k r k  packages but  which i s  r e l a t e d  i n  d i r e c t  p ropor t ion  
t o  a  s p e c i f i c  measured e f f o r t .  

. . ,  AT COMPLETION VARIANCE. The d i f f e r e n c e  between t h e  Budget a t  Completion (BAC) 
: and Est imate a t  Completion(EAC). A t  any po in t  i n t i m e ,  i t  r e p r e s e n t s  a f o r e c a s t  

of budget overrun o r  underrun. 

1 AUTHORIZED WORK. That e f f o r t  which h a s .  been d e f i n i t i z e d  and i s  on c o n t r a c t  
wi th  DOE p lus  t h a t  f o r  which d e f i n i t i z e d  c o n t r a c t  c o s t s  have not been agreed 
t o  but  f o r  which w r i t t e n  a u t h o r i z a t i o n  has  been received by t h e  con t r ac to r .  

BUDGET AT COMPLETION (BAC). The sum of a l l  budgets a l l o c a t e d  t o  ' t h e  c o n t r a c t .  
' 1 t . c o n s i s t s  of t h e  performance measurement b a s e l i n e  and a l l  management r e s e r v e  
,' budget. T o t a l  a l l o c a t e d  budget and BAC a r e  synonymous. 

B ~ G E T E D  COST FOR WORK PERFORMED (BCWP). The sum of t h e  budgets f o r  completed 
work 'packages and completed po r t ions  of .open work packages, p lus  t h e  appro- ' 

p r i a t e  p o r t i o n  of t h e  budge t s .  f o r  l e v e l  of e f f o r t  and apport ioned e f f o r t .  

BUDGETED COST FOR WORK SCHEDULED (BCWS). The sum of t h e  budgets f o r  work 
packages, planning packages, e t c .  scheduled t o  be  accomplished ( inc lud ing  in- 
process  w o r k ~ a c k a g e s ) ,  p lus  t h e  l e v e l o f  e f f o r t  and apport ioned e f f o r t  budgeted 
f o r  t h e  r e l e v a n t  t ime period.  - 

_ I COGNIZANT AUDITOR. Represents  t h e  cognizant  government a u d i t  o r g a n i z a t i o n  
r e spons ib l e  f o r  aud i t i ng  t h e  DO'E c o n t r a c t  on which t h e  C r i t e r i a  a r e  being 
o r  a r e  implemented. Reviews t h e  - c o n t r a c t o r ' s  accounting system p o l i c i e s  and 
procedures f o r  compliance wi th  t h e  C r i t e r i a .  

COGNIZANT CONTRACTING OFFICER. The DOE Cont rac t ing  O f f i c e r ,  w i t h i n  t h e  cognizant  
c o n t r a c t i n g  o f f i c e ,  r e spons ib l e  f o r  adminis te r ing  t h e  c o n t r a c t  on which 
t h e  ~ r i t e = i a  a r e  being implemented. 



CONTRACT BUDGET BASE. The negot ia ted  c o n t r a c t  c o s t  plus,  t h e  est imated c o s t  ' . 

of au thor ized  unpriced work. I n  t h e  absence of a  negot ia ted  va lue ,  i t  is t h e '  . 

c o s t  normally recognized by both  DOE and t h e  c o n t r a c t o r  a s  t h e  va lue  t o  be used 
f o r  c o n t r a c t  performance measurement purposes.  

CONTRACT WORK BREAKDOWN STRUCTURE (CWBS). See Work Breakdown S t ruc tu re .  

CONTRACTOR. An e n t i t y  i n  t h e  ' p r i v a t e  s e c t o r  which e n t e r s  i n t o  c o n t r a c t s  wi th  . . 

t h e  government. I n  t h i s  guide,  t h e  word a l s o  a p p l i e s  ' t o  goverrmient-owned, 
contractor-operated a c t i v i t i e s  which perform work f o r  DOE. 

COST AND 'SCHEDULE CONTROL SYSTEMS CRITERIA. DOE-established c h a r a c t e r i s t i c s  
t h a t  a  c o n t r a c t o r ' s  i n t e r n a l  management c o n t r o l  systems m i s t  possess  t o  a s s u r e  
e f f e c t i v e  planning and c o n t r o l  of c o n t r a c t  work, c o s t s ,  and schedules .  . . 

COST ACCOUNT. Amanagement c o n t r o l  po in t  a t  which a c t u a l  c o s t s  a r e  accumulated 
and performance determined. A c o s t  account i s  a n a t u r a l  c o n t r o l  po in t  , f o r  
&st-and schedule planning and c o n t r o l  s i n c e  i t  r e p r e s e n t s  t he '  work ass ighed  
t o  one r e spons ib l e  o r g a n i z a t i o n a l  element on one CWBS element. 

. ' 

COST VARIANCE. The d i f f e r e n c e  between BCWP and ACWP. A t  any po in t  i n  t i m e  . . '  
i t  shows whether t h e  work a c t u a l l y  performed has  c o s t  more o r  l e s s  t han  t h a t  ' 

budgeted . . .  . , . . 
. . . 

CRITERIA. See Cost and Schedule Control  Systems C r i t e r i a .  . . 
.: 

CRITERIA CHECKLIST. A l i s t  of ques t ions  compiled by t h e  Con t ro l l e r  used t o -  
a s s i s t  i n  i n t e r p r e t i n g  a  s p e c i f i c  C r i t e r i o n .  The c h e c k l i s t  provides t h e  b a s i s  
f o r  C r i t e r i a  u se  from eva lua t ion  of p roposa l sdesc r ib ing  a  c o n t r a c t o r ' s  systems , .  

t o  on-s i te  review of t h e  c o n t r a c t o r ' s  ope ra t ing  systems. 

DEFENSE CONTRACT AUDIT AGENCY. A Department of ' Defense agency t h a t  p rob id i s ,  . , .: 
o n r e q u e s t ,  accounting and f i n a n c i a l  s e r v i c e s  t o  DOE ' con t r ac t ing  o f f i c e s  re- 

.. . spons ib l e  f o r  procurement and c o n t r a c t  adminis t ra t ion .  

DIRECT COSTS. Any c o s t s  which a r e  i d e n t i f i e d  s p e c i f i c a l l y  with a  p a r t i c u l a r  
f i n a l  c o s t  ob jec t ive .  D i rec t  c o s t s  a r e  not  l i m i t e d  t o  i tems which a r e  i n c o r .  : 
porated i n  t h e  end product.  

EARNED VALUE.. The p e ~ i o d i c ,  c o n s i s t e n t ,  a n d o b j e c t i v e  measurement of work per- , 

formed i n  terms of t h e  budget planned f o r  t h a t  work. I n  C r i t e r i a  terminology', . . . . 
Earned Value i s  t h e  Budgeted Cost of Work performed. It i s  compared t o  t h e  . . 

~ t i d ~ e t e d  Cost of Work scheduled '  (planned)  t o  o b t a i n  schedule performance and , ,  ' , . ' . 
. . 

it: i s  compared t o  t h e  Actual  Cost of Work Performed t o  o b t a i n  c o s t  performance. .. . ' 

. . 

ESTIMATE AT COMPLETION (EAC). Di rec t  c o s t s ,  p lu s  i n d i r e c t  c o s t s  a l l oca t ed .  . 

t o  t h e  c o n t r a c t  t o  d a t e ,  p lus  t h e  e s t ima te  of c o s t s  ( d i r e c t  and ind$rec t )  ' ; 

f o r  au thor ized  work remaining. ; 

~STIMATE TO COMPLETE. The time-phased estimate of c o s t s  ( d i r e c t  and i n d i r e c t )  . . ' 
f o r  au thor ized  work remaining. 



FOCAL POINT. The p r i n c i p a l  po in t  of con tac t ,  i n  a  p a r t i c u l a r  DOE o rgan iza t ion ,  
r e spons ib l e  f o r  coord ina t ion  and exchange of in format ion  r e l a t e d  toCSCSC appl i - .  
c a t i o n ,  implementation, o r  su rve i l l ance .  

FULL CRITERIA IMPLEMENTATION. The a p p l i c a t i o n  of t h e  C r i t e r i a  t o  des igna ted  
c o n t r a c t s .  DOE formal ly  reviews t h e  c o n t r a c t o r  implementation and i s s u e s  a 
C e r t i f i c a t e  of v a l i d a t i o n  f o r  success£ u l  c o n t r a c t o r  compliance. 

GENERAL AND ADMINISTRATIVE (G&A). A form of i n d i r e c t  expenses incur red  i n  
t h e  d i r e c t i o n ,  c o n t r o l ,  and admin i s t r a t i on  o f ' c o n t r a c t o r  opera t ions .  

INDIRECT COSTS. Costs which, because of t h e i r  incur rence  f o r  common o r  j o i n t  
o b j e c t i v e s ,  a r e  not ' - readi ly  s u b j e c t  t o  t rea tment  a s  d i r e c t  c o s t s .  

INTERNAL REPLANNING. Replanning a c t i o n s  performed by t h e  c o n t r a c t o r  w i th in  t h e  
recognized t o t a l  a l l o c a t e d  budget. '  

LEVEL OF EFFORT (LOE). . Support type .  e f f o r t  (e.g., vendor l i a i s o n )  t h a t  does 
not r e a d i l y l e n d i t s e l f . t o m e a s u r e m e n t o f  d i s c r e t e  accomplishment.. It i s g e n e r a l l y  
cha rac t e r i zed  by a  uniform r a t e  of a c t i v i t y  over  a  s p e c i f i c  per iod of.t ime..  

MAJOR SYSTEM ACQUISITION PROJECTS. Those p r o j e c t s  t h a t  : a r e  d i r e c t e d  a t  and 
a r e  c r i t i c a l  t o  f u l f i l l i n g  a  DOE mission;  e n t a i l  t h e  a l loca t . ion  of r e l a t i v e l y  
l a r g e  resources ;  and warrant  s p e c i a l  management a t t e n t i o n .  

MANAGEMENT CONTROL SYSTEMS. The systems(e.g. ,  planning,  schedul ing ,budget ing ,  
e s t ima t ing ,  work a u t h o r i z a t i o n ,  c o s t  accumulation, performance measurement, e t c . )  - .  

used by a  con t r ac to r  t o  p l an  and t o  c o n t r o l  t h e  c o s t  and scheduling of work. 

MANAGEMENT RESERVE BUDGET. The p o r t i o n  of t h e  contract'stotalallocated budget 
wi thhe ld  f o r  con t r ac to r  management c o n t r o l  purposes r a t h e r  than  des igna ted  f o r  
t h e  accomplishment of a  s p e c i f i c  t a s k  o r  s e t  of t a sks .  It i s  not a p a r t  o f  
t h e  performance measurement base l ine .  

MEMORANDUM OF UNDERSTANDING. An agreement between a c o n t r a c t o r  and DOE i n d i c a t i n g  
t h e c o n t r a c t o r ' s  i n t e n t i o n  t o  u se  validatedmanagement c o n t r o l  systems on f u t u r e  
c o n t r a c t s  which r e q u i r e  compliance wi th  t h e  C r i t e r i a .  

MODIFIED CRITERIA IMPLEMENTATION. . The a p p l i c a t i o n  of t h e  C r i t e r i a ,  with l e s s  
r i go rous  requirements f o r  t h e  v e r i f i c a t i o n  and s u b s t a n t i a t i o n  of t h e  o p e r a t i o n  
of t h e  c o n t r a c t o r ' s  management c o n t r o l  systems, inc luding  o rgan iza t iona l  and 
work breakdownst ruc tures ,  t h e i r  d e f i n i t i o n ,  and l e v e l s  of i n t e g r a t i o n  a n d u t i l i -  

-zation.DOEconducts s u f f i c i e n t  system review t o ,  a s s u r e  c o n t r a c t o r  implementation 
i s  i n  compliance with t h e  c o n t r a c t u a l  requirements.  

NEGOTIATED CONTRACT COST. Theest imated c o s t  n e g o t i a t e  d i n  a  cost-reimbursement, 
type  c o n t r a c t  o r  t h e  negot ia ted  c o n t r a c t  t a r g e t  c o s t  i n  e i t h e r  a  fixed-price- - - 
i n c e n t i v e  c o n t r a c t  o r  a  cost-plus- incent ive-fee con t r ac t .  

ORIGINAL BUDGET. The budget e s t a b l i s h e d  a t ,  o r  n e a r , - t h e  t ime t h e  c o n t r a c t  
was s igned,  c o n s i s t e n t  with t h e  negot ia ted  c o n t r a c t  c o s t .  



OVERHEAD. See I n d i r e c t  Costs. 

PERFORMANCE MEASUREMENT BASELINE. The time-phased budget p l an  aga ins t  which 
c o n t r a c t  performance i s  measured. It i s  formed by t h e  budgets assigned t o  
scheduled cos t  accounts  and t h e  a p p l i c a b l e  i n d i r e c t  budgets.  For f u t u r e  e f f o r t ,  
not planned t o t h e c o s t  account l e v e 1 , t h e  performance measurement b a s e l i n e  a l s o  
inc ludes  budgets ass igned  t o  h ighe r  l e v e l  o rgan iza t ions  and CWBSelements andun- 
d i s t r i b u t e d  budget. It w i l l  r e c o n c i l e  t o  t h e  c o n t r a c t  budget base. It e q u a l s .  
t h e  BAC l e s s  t h e  management r e s e r v e  budget. 

I PERFORMING ORGANIZATION. A def ined  u n i t  w i t h i n t h e  c o n t r a c t o r ' s  o r g a n i z a t i o n a l  
s t r u c t u r e  which a c t u a l l y  perfarms t h e  work. 

PLANNING PACKAGE. A l o g i c a l a g g r e g a t i o n  o f w o r k w i t h i n  a c o s t  account ,  normally 
t h e  f a r  term e f f o r t  t h a t  can  b e  i d e n t i f i e d  and budgeted i n  e a r l y  basel i r ie  
p l . ann ing ,bu twh ichwi l l  be furtherdefinedintoworkpackages,LOE,or apport ioned 
e f f o r t .  

! 
PROJECT. A major endeavor w i t h i n  a  program with: f i r m l y  scheduled beginning, 

I 

i n t e rmed ia t e  and end.ing d a t e  mi les tones  ; prescr ibed  performance requirements;  
p re sc r ibed .  c o s t s ;  and c l o s e  management planning and con t ro l .  A p r o j e c t  'i's . . 

n o t . c o n s t r a i n e d  t o  a n y s p e c i f i c  element of t h e  budget s t r u c t u r e ,  e .g . ,opera t ing  
o r  cons t ruc t ion .  

PROJECT MANAGER. The i n d i v i d u a l  who i s  assigned t h e  r e s p o n s i b i l i t y  and is  -'. 
. , 

delega ted  the full-line a u t h o r i t y f o r  t h e  management of a  s p e c i f i c  DOE p r o j e c t .  

PROJECT SUMMARY WBS (PSWBS) . See Work Breakdown S t ruc tu re .  

REPROGRAMMING. A compreEensive rep lanning  of t h e  e f f o r t  remaining i n  t h e  con- '. 

t r a c t  r e s u l t i n g  i n  a  r ev i sed  t o t a l  a l l o c a t e d  budget which exceeds t h e  c o n t r a c t  
budget base. 

RESPONSIBLE ORGANIZATIONAL ELEMENT. ' A de f ined  u n i t  o r  i n d i v i d u a l  w i t h i n  t h e  
c o n t r a c t o r ' s  o r g a n i z a t i o n a l s t r u c t u r e  assigned r e s p o n s i b i l i t y f o r  accomplishing 
s p e c i f i c  tasks .  

REVIEW DIRECTOR. The review team member appointed by t h e  Con t ro l l e r  i n  coor- . 

d i n a t i o n  with t h e p r o j e c t  Manager. The Review Direc tor  s e rves  a s  t h e  t e c h n i c a l  
a d v i s o r  t o  a  reviewteam and is  r e s p o n s i b l e  f o r , a s s u r i n g  t h a t  t h e  review of t h e  
c o n t r a c t o r ' s s y s t e m s  i s  c o n s i s t e n t  wi th  DOE po l i cy  f o r  C r i t e r i a  u se  and app l i -  
c a t i o n .  Typica l  a c t i v i t i e s  i nc lude  a s s i s t i n g  i n  o v e r a l l  review planning and 

- review team s e l e c t i o n ,  i n t e r p r e t i n g  t h e  DOE C r i t e r i a ,  po l i cy  and requirements ,  
eva lua t ing  c o n t r a c t o r  earned va lue  techniques ,  and consu l t i ng  on review r e p o r t  
p repara t ion .  

REVIEW TEAM. Evalua t ion  of a  c o n t r a c t o r ' s  systems f o r  compliance wi th  t h e  
C r i t e r i a i s  conducted through a t e a m  approach. The team is composed of app ropr i a t e  
r e p r e s e n t a t i v e s  from t h e  P r o j e c t  Of f i ce ,  Con t ro l l e r ,  e t c . ,  w i t h  each .member 
ass igned  s p e c i f i c  review r e s p o n s i b i l i t i e s .  

SCHEDULE VARIANCE. T h e d i f f e r e n c e  between BCWP and BCWS. A t  any po in t  i n  t ime 
i t  r e p r e s e n t s t h e d i f f e r e n c e b e t w e e n t h e  d o l l a r  va lue  of work a c t u a l l y  performed 
(accomplished) and t h a t  scheduled t o  be accomplished. 



SIGNIFICANT VARIANCES. Thosedifferencesbetween plannedand a c t u a l  performance 
which exceed es tabl i shed thresholds and which requ i re  f u r t h e r  review, ana lys i s , '  

T P . 7  and act ion.  

SYSTEMS. See Management Control Systems. 

TEAM CHIEF. The review team member appointed by t h e  Projec t  Manager i n  coor- 
d ina t ion  with the  Control ler .  The Team Chief serves  a s  t h e  r e p r e s e n t a t i v e '  
of t h e  Projec t  Manager f o r  evaluat ion  of a con t rac to r ' s  systems and is  respon- 
s i b l e  f o r  the  review team's day-to-day a c t i v i t i e s .  Typical a c t i v i t i e s  inc lude  
planning and scheduling t h e  review, organizing and leading t h e  review team, 
resolving i d e n t i f i e d  systems discrepancies  with the  con t rac to r ,  and preparing 
t h e  review repor t .  

UNDISTRIBUTED BUDGET. The budget wi th in  the  performance measurement base l ine  
which i s  not i d e n t i f i e d  t o  both a responsib le  organiza t ion  and a>CWBS element. 

VATAIDATION. The Contro l ler  n o t i f i c a t i o n  t o  t h e  cont rac tor  t h a t  the  con t rac to r  
has s a t i s f a c t o r i l y  demonstrated f u l l  C r i t e r i a  implementation. The Contro l ler  

-.issues a C e r t i f i c a t e  of Validat ion t o  t h e  con t rac to r  documenting t h a t  the  c0.w 
t r a c t o r ' s  systems comply with t h e  C r i t e r i a  and adds t h e  cont rac tor  t o  t h e  
DOE l i s t i n g  of va l ida ted  cont rac tors .  Once a con t rac to r  is  va l ida ted ,  t h e  
demonstrationof systems opera t ion  upon award of a new con t rac t  of t h e  same type  
and a t  the  samelocat ion(wi th  the  Cr i ter iarequirement)  i s  normally no t requ i red .  
The Contracting Officer  w i l l  o f f i c i a l l y  n o t i f y  t h e  con t rac to r  t h a t  t h e  con- 
t r a c t o r ' s  systems have been accepted a s  being i n  compliance with t h e  C r i t e r i a  
provisions s e t  f o r t h  i n  t h e  cont rac t .  

WORK BREAKDOWN STRUCTURE (WBS). A product-oriented family tree d i v i s i o n  of 
hardware, software, f a c i l i t i e s ,  and o ther  items which organizes,  de f ines ,  and 
d i s p l a y s a l l o f  the  work t o b e  performedin accomplishingthe p ro jec tob jec t ives .  

/ 

o Pro jec t  Summary Work Breakdown S t ruc tu re  (PSWBS). A summary WBS , 

t a i l o r e d  by p ro jec t  management t o  the  s p e c i f i c  p ro jec t  with the  
add i t ion  of t h e  elements unique t o  t h e  projec t .  Generally, t h e  
PSWBS w i l l  i d e n t i f y  p r o j e c t  elements through t h e  t h i r d  l eve l .  - 

I 

o Contract Work Breakdown S t r u c t u r e  (CWBS). The complete WBS f o r  a 
con t rac t  developed and used by a cont rac tor  i n  accordance with t h e  

I contrac t  work statement. It extends t h e  PSWBS t o  t h e  lowest l e v e l  
appropriate t o  the  d e f i n i t i o n  of t h e  con t rac t  work. 

WORK FACKAGES. Detai led jobs, o r  ma te r i a l  items, i d e n t i f i e d  by t h e  cont rac tor  
.. f o r  accomplishing work required t o  complete the  cont rac t .  A work package h.as 

the  following c h a r a c t e r i s t i c s :  
. . . .  

. o It represents  u n i t s  of work a t  levels .  where work i s  performed; 
, . 

o I t . i s  c l e a r l y  d is t inguished from a l l  o ther  work packages; 

o It i s  ass ignable  t o  a s i n g l e  organiza t ional  element and cos t  account; - I 

o It has scheduled s t a r t  and completion da tes  and' interim milestones,  



' t 

a s  a p p l i c a b l e , - a l l  of which a r e  r e p r e s e n t a t i v e  of phys i ca l  
accomplishment; . . 

; o It has a  budget o r  assigned va lue  expressed i n  terms of d o l l a r s ,  
manhours o r  o t h e r  . measurable . u n i t s ;  * 

o Its d u r a t i o n  i s  l iml t ed  t o  a  r e l a t i v e l y  s h o r t  t ime span o r  i t  
is  subdivided by d i s c r e t e  mi les tones  t o  f a c i l i t i a t e  t h e  o b j e c t i v e  

,measurement of work performed;.and 

o  Its d u r a t i o n  can  be i n t e g r a t e d  with h igher  l e v e l  schedules .  



ATTACHMENT 2 

1 CRITERIA CHECKLIST -- --------+ 
I. ORGANIZATION --I 

1. DEFINE ALL THE AUTHORIZED WORK AND RELATED RESOURCES TO MEET THE RE- 
QUIREMENTS 'OF THE CONTRACT, USING THE FRAMEWORK OF THE CONTRACT WORK 
BREAKDOWN STRUCTURE (CWBS). 

a. Is only one CWBS used f o r  t h e  c o n t r a c t ?  I 
b. Is a l l  c o n t r a c t  work included i n  t h e  CWBS? 

c. Are t h e  fol lowing elements included i n  t h e  CWBS: 

( I )  Products  o r  s e r v i c e s  t o  be provided? 
( 2 )  CWBS elements s p e c i f i e d  f o r  e x t e r n a l  r epo r t ing?  

\. 

( 3 )  Appropriate  in te rmedia te  l e v e l s ?  
( 4 )  Cost account l e v e l s ?  

2. IDENTIFYTHEINTERNAL ORGANIZATIONAL ELEMENTS AND THE MAJOR SUBCONTRAC- 
TORS RESPONSIBLE FOR ACCOMPLISHING THE AUTHORIZED WORK. 

/ 

a. Are a l l  au thor ized  t a s k s  assigned t o  i d e n t i f i e d  o rgan iza t iona l  
elements ( t h i s  must occur a t  t h e  c o s t  account l e v e l  a s  a  minimum)? 

b. Is subcontracted work def ined  and. i d e n t i f i e d  t o  t he+  appropr i a t e  . 
subcont rac tor  w i t h i n  the ,  proper CWBS element? 

3. PROVIDE FOR THE INTEGRATION OF THE CONTRACTOR'S PLANNING, SCHEDULING, 
. ' -BUDGETING, ESTIMATING, WORK AUTHORIZATION, AND COST ACCUMULATION 

SYSTEMS WITH EACH OTHER, THE. CWBS AND THE ORGANIZATIONAL STRUCTURE'. 

a. Are t h e  c o n t r a c t o r ' s  management c o n t r o l  s y s t e m s . l i s t e d  above in-  . 
t eg ra t ed  wi th  each o t h e r ,  theCWBS a n d . t h e  o rgan iza t iona l  s t r u c t u r e  
a t  t h e  t o t a l  c o n t r a c t  and c o s t  account l e v e l s ?  

4. IDENTIFY THE MANAGERIAL POSITIONS RESPONSIBLE FOR CONTROLLING OVERHEAD 
(INDIRECT COSTS). 

a. Are t h e  fol lowing o r g a n i z a t i o n a l  elements and managers c l e a r l y  

i d e n t i f i e d :  

(1) Those r e spons ib l e  f o r  t h e  establ ishment  of budgets and assign- 
ment of resources  f o r  overhead? 

. ( 2 )  ' Those r e spons ib l e  f o r  overhead performance'and c o n t r o l  of re-  
l a t e d  c o s t s ?  



b. ' he t h e  . r e s p o n s i b i l i t i e s  and ' a u t h o r i t i e s  of each of t h e  above o r  
ganizat ional  elements o r  managers c l e a r l y  defined? 

I GANIZATIONAL STRUCTURE I N  A MANNER THAT PERMITS COST AND SCHEDULE PER- 
FORMANCE MEASUREMENT FOR CWBS AND ORGANIZATIONAL ELEMENTS* 

a. Is each cos t  account assigned t o  a s i n g l e  organizat ional  element 
. *  . d i r e c t l y  responsible f o r  t h e  work and i d e n t i f i a b l e  t o  a s i n g l e  

element of the  CWBS? 

b. Are the  d a t a  elements f o r  measuring performance (BCWS, BCWP, ACWP, 
BAC, EAC., and associa ted  var iances)  ava i l ab le  a t  ' t h e  l e v e l s  se lec ted  
f o r  con t ro l  and analys is?  

I 11. PLANNING AND BUDGETING 
. . 

1. SCHEDULE THE AUTHORIZED WORK I N  A MANNER WHICH DESCRIBES THE SEQUENCE 
OF WORKAND IDENTIFIES THE SIGNIFICANT TASK INTER-DEPENDENCIES REQUIRED 
TO MEET THE DEVELOPMENT, PRODUCTION, CONSTRUCTION, INSTALLATION, AND 
DELIVERY REQUIREMENTS OF THE CONTRACT. . 

a. Does t h e  scheduling system contain: 

(1) A con t rac t  master schedule? 
( 2 )  Intermediate schedules as required which provide a l o g i c a l  

sequence from t h e  master schedule t o  t h e  cos t  account l e v e l ?  
(3) Detai led schedules which support cos t  account s t a r t  and com- 

p l e t i o n  da tes /  events? 

b. Are s i g n i f i c a n t  decis ion points ,  .constraints . , .  and . in te r faces  ident i -  
f  ied a s  key mllestones? 

c. Does the  scheduling system provide f o r  t h e  i d e n t i f i c a t i o n  of work 
progress agains t  technical  and other  milestones,  and a l s o  provide 
f o r  f o r e c a s t s  of completion da tes  of scheduled work? . , 

d. Are d e t a i l  .schedule . d a t e s  formally recorded i n  terms of p h y s i c a l  
'accomplishment by date?  

IDENTIF'Y'PHYSICAL PRODUCTS, MILESTONES, TECHNICAL PERFORMANCE GOALS, ' 

OR OTHER INDICATORS THAT WILL BE USED TO MEASURE OUTPUT* a 

a. Are meaningful ind ica to r s  i d e n t i f i e d  f q r  use i n  measuring the  s t a t u s  
of cos t  and schedule performance? 

L- b. Does the  con t rac to r ' s  system i d e n t i f y  and measure work accomplish- 
--- 

. . A  

I 
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I ment agains t  t h e  schedule plan? I 
c. Arecurrentworkperformance ind ica to r s  andgoals  r e l a t a b l e  t o  o r ig i -  

na l  goals  a s  modified by con t rac tua l  changes, replanning, and re- 
programming ac t ions?  

a. Does t h e  performance measurement base l ine  c o n s i s t  of t h e  following : I 
, 

(1) Time-phased cos t  account budgets? 
(2 )  Higher l e v e l  budgets (budgets assigned t o  both a func t iona l  

. organiza t ion .and CWBS element, but not y e t  broken down i n t o  ' . cos t  account budgets)? 
(3)  undis t r ibuted  budget, i f  any? 
(4) Ind i rec t  budgets, i f  not included i n  the 'above? 

3. ESTABLISH AND MAINTAIN A TIME-PHASED BUDGET BASELINE AT THE COST AC- 
COUNT LEVEL AGAINST WHICH CONTRACT PERFORMANCE CAN BE MEASURED. INITIAL 
.BUDGETS ESTABLISHED FOR THIS PURPOSE WILL BE BASED ON THE NEGOTIATED ' 

TARGETCOST. ANYOTHER AMOUNT USED FOR.PERFORMANCE MEASUREMENT PURPOSES 
MUST BE FORMALLY RECOGNIZED BY BOTH THE CONTRACTOR AND THE GOVERNMENT. 

b. Is t h e  e n t i r e  con t rac t  planned i n  time-phased cos t  accounts t o  
t h e  extent  p rac t i cab le?  

c. I n  the  e v e n t , t h a t  f u t u r e  con t rac t  e f f o r t  cannot be defined i n  suf- 
f i c i e n t  d e t a i l  t o  al low t h e  establishment of c o s t  accounts, i s  
t h e  remaining budget assigned t o  the  lowest p rac t i cab le  func t iona l  
organiza t ion  and CWBS l e v e l  element f o r  subsequent d i s t r i b u t i o n  
t o  cos t  accounts? 

d. Does the  con t rac to r  r equ i re  s u f f i c i e n t  d e t a i l e d  planning of cost.. 
accounts t o  cons t ra in  t h e  app l i ca t ion  of budget i n i t i a l l y  a l loca ted  
f o r  f u t u r e  e f f o r t  t o .  curren't  ef  fo'rt? 

- - . .  - -. - -  . . - .. .. . 

e. Are c o s t  accounts opened and closed basedon the  s t a r t  and completion 
of  work contained' there in?  

4. ESTABLISH BUDGETS FOR ALL AUTHORIZED WORK WITH SEPARATE IDENTIFICATION 
OF COST ELEMENTS (LABOR, MATERIAL, OTHER DIRECT COST). 1- 

I a. Does t h e  budgeting system contain:  I 
(1) The . t o t a l  budket f o r  t h e  con t rac t  ( 'including es t imates .  f o r  

authorized but unpriced work)? 
(2)  Budgets assigned t o  major func t tona l  organizat ions? 
( 3 )  Budgets assigned t o  cos t  accounts? 



b. Are t h e  budgets assigned t o  c o s t  accounts planned and i d e n t i f i e d  
i n  terms of the  following cost .elements:  

(1) Direct  labor  d o l l a r s  and/or hours? 
(2)  Mater ia l  and/or subcontract  d o l l a r s ?  
(3 )  Other d i r e c t  d o l l a r s ?  

c. Does t h e  work au thor iza t ion  system contain:  

(I) Authorization t o  prbceed with a l l  authorized work 6 r  t o  te'rminate 
i t ,  a s  applicable? 

( 2 )  Appropriate work au thor iza t ion  documents which subdivide the  
con t rac tua l  e f f o r t  and r e s p o n s i b i l i t i e s  wi th in  func t iona l  o r  
ganizat ions? 

5. TO THE EXTENT THE AUTHORIZED WORK CAN BE IDENTIFIED I N  WORK PACKAGES, 
ESTABLISH BUDGETS FOR. THIS WORK I N  TERMS OF DOLLARS,HOURS, OR OTHER 
MEASURABLE UNITS. WHERE THE ENTIRE COST ACCOUNT CANNOT BE SUBDIVIDED 
.:INTO DETAILED 'WORK PACKAGES, IDENTIFY THE FAR TERM EFFORT I N  LARGER' 
PLANNING PACKAGES FOR BUDGET AND SCHEDULING PURPOSES. 

a. Do work packages r e f l e c t  t h e  a c t u a l  way i n  which the  work w i l l  be 
. . done and a r e  they meaningful product o r  t a sk  or iented  subdivis ions  

of a higher l e v e l  element o f '  work? 

b. Are d e t a i l e d  work packages planned a s  f a r  i n  advance a s  prac t ic-  
able? 
. . 

c. Is work progressively subdivided i n t o  d e t a i l e d  work packages a s  
requi r&ents  a r e  defined? 

d. Is f u t u r e  work' which cannot be planned i n  d e t a i l  subdivided t o  
the  extent  p rac t i cab le  f o r  budgeting and schedule purposes? 

e. .Are  work packages reasonably s h o r t  i n  t i m e  du ra t ion  o r  do they 
have adequate objec t ive .  indica tors /mi les tones  t o  minimize the  in-  

. . 
process work evaluat ion? 

f .  I)o work packages c o n s i s t  of d i s c r e t e  t a sks  which a r e  adequately 
described? 

g. Can t h e  cont rac tor .  s u b s t a n t i a t e  work package and planning pack- 
age budgets? 

he Arebudgets o r  value assigned t o  workpackages and planning packages 
i n  terms of d o l l a r s ,  hours, o r  o the r  measurable u n i t s ?  

1.- Are work packages assigned t o  performing organizat ions?.  



6. ,PROVIDE THAT THE SUM OF ALL WORK PACKAGE BUDGETS PLUS PLANNING PACK- 
AGE BUDGETS WITHIN A COST ACCOUNT EQUALS THE COST ACCOUNT BUDGET 1 
a. Does t h e  sum of a l l  work package budgets p lus  planning package 

budgets wi th in  cos t  accounts equal  t h e  budgets assigned t o  those  
cos t  accounts? 

r .7. ,IDENTIFY RELATIONSHIPS OF BUDGETS OR STANDARDS I N  UNDERLYING WORK AU- 
THORIZATION SYSTEMS TO BUDGETS FOR.WORK PACKAGES. 

a. Whereengineered standards o r  o the r  internalworkmeasurement systems 
a r e  used, is  t h e r e  a formal r e l a t i o n s h i p  between these  values' and 
cos t  account o r  work package budgets? 

. . -  .,.,... \. ~ 

i ' 

8. ' IDENTIFY'AND CONTROL LEVEL OF EFFORT (LOE) ACTIVITY BY TIME-PHASED BUDGETS 
ESTABLISHED FOR THIS PURPOSE. ONLY THAT EFFORT WHJCH CANNOT BE IDENTIFIED 
AS WORK PACKAGES OR AS APPORTIONED EFFORT WILL BE CLASSIFIED AS LOE. 

a. Are time-phased budgets e s t ab l i shed  f o r  planning and con t ro l  of 
l e v e l  of e f f o r t  a c t i v i t y b y  category of resource, f o r  example, type  
of manpower and/or mater ia l?  

b. Is workproperly c l a s s i f i e d  a s  measured effort,LOE, o, l~,apport ioned . C . . . . . .  : 

e f f o r t  and. appropr ia te ly  separated? . I 

a. Areoverhead budgets e s t ab l i shedon  a f a c i l i t y - w i d e  b a s i s  a t  l e a s t  
annually f o r  the  l i f e  of t h e  con t rac t?  

9. ESTABLISH OVERHEAD BUDGETS FOR THE TOTAL COSTS OF EACH SIGNIFICANT 
ORGANIZATIONAL COMPONENT WHOSE EXPENSES WILL BECOME INDIRECT COSTS. 
REFLECT I N  THE CONTRACT BUDGETS AT THE APPROPRIATE LEVEL, THE AMOUNTS 

i: . I N  OVERHEAD POOLS THAT WILL,BE ALLOCATED TO THE CONTRACT AS INDIRECT 
/.. ' 

. .  . COSTS. 

b. Are overhead  budgets es tabl i shed f o r  each organzzation which 
has au thor i ty  t o  incur overhead cos t s?  

, 

. . 
'. c. Are ' a l l .  elements of expense i d e n t i f i e d  t o  overhead budgets? ' I 

d. Are overhead budgets and c o s t s  (e.g. engineering overhead, IR&D) 
. . being handled inaccordancewith  thed i sc losures ta t ement  when appl i -  

cable,  o r  otherwise properly c l a s s i f i e d ?  

e. Is t h e  an t i c ipa ted  ( f i rm and po ten t i a l )  business .base  projec ted  
i n  a r a t i o n a l ,  cons i s t en t  manner? 



f .  Are overhead budgets e s t ab l i shed  on a b a s i s  cons i s t en t  with 
t h e  an t i c ipa ted  d i r e c t  business base? 

g. Aretherequirements f o r  a l l  i tems of overhead es tab l i shed  by r a t i o n -  
a l ,  t r a c e a b l e  processes? 

h. Are t h e  overhead pools formally and adequately i d e n t i f i e d ?  

i. . Are t h e  organiza t ions  and i t e m s  of c o s t  assigned t o  eachpoo l iden t i -  
f  ied? 

k. Are projected overhead r a t e s  applied t o  t h e  con t rac t  beyond t h e  
cu r ren t  year based on: 

i 

i 

(1)  Contractor  f i n a n c i a l  periods,  e.g., annual? . 

. (2)  The projec ted  business base f o r  each .period? 
(3) Contemplated overhead expenditure f o r  each period based on 

t h e  b e s t  information c u r r e n t l y  avai . lable? 

j. Are projected overhead c o s t s  i n  each pool and the  .associated di- 
r e c t  c o s t s  used a s  t h e  b a s i s  f o r  e s t ab l i sh ing  interl in rates f o r  

. . a l loca t ing  overhead , to con t rac t s?  

I -  1. Are overhead p ro jec t ions  adjusted i n  a  timely manner t d  r e f l e c t :  

(1)  Changes'in t h e  cu r ren t  d i r e c t  and projected base? 
(2)  Changes i n  t h e  na ture  of t h e  overhead requirements? 
(3) Changes i n  t h e  overhead pool and/or organiza t ion  s t r u c t u r e ?  

m. AretheCWBSandorganizationallevelsforapplication~oftheprojected 
overhead c o s t s  i d e n t i f i e d ?  

I 1 10. IDENTIFY MANAGEMENT RESERVE BUDGET AND UNDISTRIBUTED BUDGET. I 

I I . a. I s a l l  management r e se rve  budget i d e n t i f i e d  and excluded from. t h e  
performance measurement basel ine? 

b. Are records maintained t o  show how management reserve  budget 
i s  used? 

c. Is undis t r ibuted  budget l imi ted  t o  con t rac t  e f f o r t  which cannot 
ye t  be planned t o  c o s t  accounts? 

I ' 

; d. Are records malntained t o  show how undis t r ibuted  budget i s  contro l led?  

11. PROVIDE THAT THE CONTRACT BUDGET BASE IS RECONCILED WITH THE SUM OF ' 
ALL INTERNAL CONTRACT BUDGETS AND MANAGEMENT RESERVE BUDGET. 

I I a. Does t h e  con t rac to r ' s  systems desc r ip t ion  or 'procedures  r equ i re  t h a t  I 



* -- 

t he  performance measurement base l ine  plus managementreserve budget 
equal  the  con t rac t  budget base? 

b.' Do t h e  sum of t h e  cos t  account budgets, higher l e v e l  organiza t ional  
and CWBS elements budgets, undis t r ibuted  budget, and management re- 
serve  budget r econc i l e  with t h e  con t rac t  budget base? 

111. ACCOUNTING 
- 

1. RECORD DIRECT COSTS ON AN APPLIED OR OTHER ACCEPTABLE BASIS IN A FOR- 
MAL SYSTEM THAT IS CONTROLLED BY THE GENERAL BOOKS OF ACCOUNT. r 

a. Does t h e  accounting systeni provide a bas i s  f o r  audi t ing  records 
of d i r e c t  c o s t s  chargeable t o  the  cont rac t?  

b.: Are labor ,  ma te r i a l ,  and o the r  d i r e c t  cos t  accumulated wi th in  c o s t  
accounts i n  a  manner cons i s t en t  with t h e i r  budgets using 
recognized, acceptable cos t ing  techniques and con t ro l l ed  by t h e  
genera l  book of accounts? 

2. SUMMARIZE DIRECT COSTS FROM COST ACCOUNTS INTO THE CWBS WITHOUT ALLO- 
CATION OF A SINGLE COST ACCOUNT TO TWO OR MORE CWBS ELEMENTS. 

a. Is i t  poss ib le  t o  summarize d i r e c t  c o s t s  from the  cos t  account 
l e v e l  through t h e  CWBS t o t h e  t o t a l  con t rac t  l e v e l  without a l l o c a t i o n  
of a  lower l e v e l  CWBS element t o  two o r  more higher l e v e l  CWBS 
elements ( t h i s  does not preclude t h e  a l l o c a t i o n  of c o s t s  from 
a cos t  account containing common items t o  appropr ia te  using cos t  
accounts)? 

- 
3. SUMMARIZE DIRECT COSTS FROM THE COST ACCOUNT INTO THE CONTRACTOR'S 

FUNCTIONAL ORGANIZATIONAL ELEMENTS WITHOUT ALLOCATION OF A SINGLE 
COST ACCOUNT TO TWO OR MORE ORGANIZATIONAL ELEMENTS. 

- 

a. Is i t  poss ib le  t o  summarize d i r e c t  c o s t s  from t h e  cos t  account 
l e v e l  t o  the  h ighes t  func t iona l  organiza t ional  l e v e l  without a l lo-  
c a t i o n  of a  lower l e v e l  organiza t ion ' s  c o s t  t o  two o r  more higher 
l e v e l  organizat ions? 

4. RECORD ALL INDIRECT COSTS WHICH WILL BE ALLOCATED TO THE CONTRACT. 
- - 

a. Does t h e  cos t  accumulation system provide f o r  summarization of in- 
d i r e c t  c o s t s  from t h e  p o i n t  of a l l o c a t i o n  t o  the  con t rac t  t o t a l ?  



b. Are i n d i r e c t  c o s t s  accumulated f o r  comparison wi th  t h e  corresponding 
budgets? 

c. Do t h e  l i n e s  of a u t h o r i t y  f o r  i ncu r r ing  i n d i r e c t  c o s t s  correspond 
t o  t h e  l i n e s  of r e s p o n s i b i l i t y  f o r  management c o n t r o l  of t h e  same' . 

components of c o s t s ?  

d. Are i n d i r e c t  c o s t s  charged. t o  t he  app ropr i a t e  i n d i r e c t  pools and 
' - i ncu r r ing  organiza t ion?  

e .  Are the  bases  and r a t e s  f o r  a l l o c a t i n g  c o s t s  from each i n d i r e c t  
pool c o n s i s t e n t l y  appl ied?  

f .  Are t h e  bases .and  r a t e s  f o r  a l l o c a t i n g  c o s t s  from each i n d i r e c t  
pool t o  commercfal work c o n s i s t e n t  w i t h  those  used t o  a l l o c a t e  such 

.' 

. c o s t s  t o  government c o n t r a c t s ?  

g. Are t h e  r a t e s  f o r  a l l o c a t i n g  c o s t s  from each i n d i r e c t  c o s t  pool  
t o  c o n t r a c t s  updated a s  necessary t o  a s s u r e  a , r e a l i s t i c  monthly 
allocationofindirectcostswithoutsignificantyear end adjustments? 

h. Are t h e  p.rocedures for '  i d e n t i f y i n g  i n d i r e c t  c o s t s  t o  i ncu r r ing  organi- 
z a t i o n s ,  i n d i r e c t  c o s t  pools ,  and a l l o c a t i n g  t h e  c o s t s  from t h e  
pools t o  t h e  c o n t r a c t s  formally documented and followe'd? 

1 5. IDENTIFY THE BASES FOR ALLOCATING THE COST OF APPORTIONED EFFORT. I 
a: I s  e f f o r t  which i s  planned and c o n t r o l l e d  i n  d i r e c t  r e l a t i o n s h i p  

t o  c o s t  accounts  o r  workpackages i d e n t i f i e d  a s  apport ioned e f f o r t ?  

-. b. Are methods f o r  apply ing  apport ioned e f f o r t  c o s t s  t o  c o s t  accounts  
appl ied  c o n s i s t e n t l y ,  and documented i n  an e s t a b l i s h e d  procedure 
and followed? 

6 .  IDENTIFY UNIT COSTS, EQUIVALENT UNIT COSTS, OR LOT COSTS AS APPLIC- 
ABLE. 

a. Does t h e  c o n t r a c t o r ' s  system provide u n i t  c o s t s ,  equiva len t  u n i t  
o r  l o t  c o s t s  i n  terms of l a b o r ,  m a t e r i a l ,  o t h e r  d i r e c t ,  and in- 
d i r e c t  c o s t s ?  

b. Does t h e  c o n t r a c t o r  have procedures which permit i d e n t i f i c a t i o n  
of recurringornonrecurringcostsasnecessary and a r e t h e y f o l l o w e d ?  

, . 



7. THE CONTRACTOR'S MATERIAL ACCOUNTING SYSTEM WILL PROVIDE FOR: ACCURATE 
COST ACCUMULATION AND ASSIGNMENT OF COSTS TO COST ACCOUNTS I N  A MANNER 
CONSISTENT WITH THE BUDGETS, USING RECOGNIZED, ACCEPTABLE COSTING 
TECHNIQUES; DETERMINATION OF P R I C E  VARIANCES BY COMPARING PLANNED 
VERSUS ACTUAL COMMITMENTS; COST PERFORMANCE MEASUREMENT A T  THE P O I N T  
I N  TIME MOST SUITABLE FOR THE CATEGORY OF MATERIAL INVOLVED, BUT NOT 
EARLIER THAN THE TIME OF ACTUAL R E C E I P T  OF MATERIAL; DETERMINATION O F  
COST VARIANCESATTRIBUTABLE T O T H E  EXCESS USAGE OFMATERIAL; DETERMINATION 
QF UNIT OR LOT COSTS WHEN APPLICABLE; AND FULL ACCOUNTABILITY FOR 
ALL MATERIAL PURCHASED FOR THE CONTRACT, INCLUDING THE RESIDUAL , 

- INVENTORY. 

a. Are m a t e r i a l  c o s t s  accounted f o r  accu ra t e ly  and charged t o  c o s t  
accounts ,  c o n s i s t e n t  wi th  t h e  budgets t h e r e i n ,  us ing  recognized, 
acceptab le  c o s t i n g  techniques? 

b. Does t h e  c o n t r a c t o r ' s  system provide f o r  i d e n t i f y i n g  m a t e r i a l  c o s t  
var iances  a s  t o  p r i c e  va r i ance  and usage var iance?  

' c. Do t h e  c o n t r a c t o r ' s  procedures f o r  =ecor$ing m a t e r i a l  c o s t s  pixmit 
and f a c i l i t a t e  performance measurement? 

d. Are m a t e r i a l  c o s t s  repor ted  w i t h i n t h e  same period a s  t h a t  i n  which 
BCWP i s  earned f o r  t h a t  ma te r i a l ?  

e .  Are records  maintained t o  show f u l i  a c c d u n t a b i l i t y  f o r  a l l  m a t e r i a l  
purchased f o r t h e c o n t r a c t  (includinggovernment furn ished  proper ty  
and r e s i d u a l  inventory)?  

I V .  ANALYSIS 

1. IDENTIFY AT THE COST ACCOUNT LEVEL ON A MONTHLY BASIS USING DATAFROM 
, OR RECONCILABLE WITH, THE ACCOUNTING AND BUDGETING SYSTEMS: BUDGETED 

COST FOR WORK SCHEDULED AND BUDGETED COST FOR WORK PERFORMED; BUD- 
GETED COST FOR WORK PERFORMED AND A P P L I E D  (ACTUAL WHERE APPROPRIATE) 
DIRECT COSTS FOR ' T H E  SAME WORK; BUDGETS AT COMPLETION AND ESTIMATES 
AT COMPLETION; AND VARIANCES RESULTING FROM THE ABOVE COMPARISONS 
C L A S S I F I E D  I N  TERMS .OF LABOR, MATERIAL, OR OTHER APPROPRIATE ELEMENTS 
TOGETHER WITH THE REASONS FOR S I G N I F I C A N T  VARIANCES, INCLUDING TECH- 
NICAL PROBLEMS. 

a. Does t h e  c o n t r a c t o r ' s  system inc lude  procedures f d r  measuring per- 
formance o f ' t h e  o rgan iza t ion  r e spons ib l e  f o r  t h e  c o s t  account .and  
a r e  they  followed? 

b. Does t h e  c o n t r a c t o r ' s  system inc lude  procedures f o r  measuring t h e  
performance of c r i t i c a l  subcon t r ac to r s  and a r e  they followed? 



c. Is c o s t  and schedule performance measurement done i n  a cons i s t en t ,  
systematic manner? 

c - 2  

d. Are the  a c t u a l  c o s t s  used f o r  variance ana lys i s  reconci lable  with 
da ta  from t h e  accounting system? 

e. Is BCWP ca lcu la ted  i n  a manner cons i s t en t  with t h e  way work i s  
planned ( f o r  example, i f  BCWS is planned on a measured b a s i s ,  
BCWP i s  ca lcu la ted  on a measured bas i s )?  

f .  Does t h e  cont rac tor  have variance analys is  procedures and a demon- 
s t r a t e d  c a p a b i l i t y  f o r  iden t i fy ing  ( a t  the  cos t  account and o ther  
appropr ia te  l e v e l s )  c o s t ,  schedule, and a t  completion var iances  
r e s u l t i n g  from h i s  system, which: 

(1)  I d e n t i f y  and i s o l a t e  problems causing unfavorable variances? 
(2)  Evaluate t h e  impact of schedule changes, work around, e tc .?  
(3)  Evaluate t h e  performance of operat ing organizat ions? 
( 4 )  Iden t i fy  p o t e n t i a l  o r  a c t u a l  overruns and underruns? 

-- 
2. IDENTIFY ON A MONTHLY BASIS I N  THE DETAIL NEEDED BY MANAGEMENT FOR 

EFFECTIVE CONTROL, BUDGETED INDIRECT COSTS, ACTUAL INDIRECT COSTS, AND 
VARIANCES ALONG WITH THE REASONS. 

a. Are variancesbetweenbudgeted and a c t u a l  i n d i r e c t  c o s t s  i d e n t i f i e d  
and analyzed a t  t h e  l e v e l  of assigned r e s p o n s i b i l i t y f o r t h e i r  con t ro l  
( i n d i r e c t  pool,  department, e tc . )?  

b. Does t h e  con t rac to r ' s  cos t  con t ro l  system provide f o r  c a p a b i l i t y  
t o  i d e n t i f y  t h e  exis tence  and causes of cos t  var iances  r e s u l t i n g  
from: 

(1) Incurrence of a c t u a l  i n d i r e c t  c o s t s  i n  excess of budgets, by 
element of expense? 

(2 )  C h a n g e s i n t h e d i r e c t  basetowhichoverheadcostsare al located?  

c. Are management 'act ions taken t o  reduce i n d i r e c t  c o s t s  where t h e r e  
a r e  s i g n i f i c a n t  adverse variances? 

3. SUMMARIZE THE DATA ELEMENTS AND ASSOCIATED VARIANCES LISTED I N  ITEMS 
1. AND 2. ABOVE THROUGH THE CONTRACTOR ORGANIZATION AND CWBS TO THE 
REPORTING LEVEL SPECIFIED I N  THE CONTRACT. 

a. Are d a t a  (BCWS, BCWP, ACWP,BAC, EAC, and t h e i r  variances)  pro- 
g ress ive ly  s-arized from t h e  cos t  account l e v e l  t o  t h e  con t rac t  ' 
l e v e l  through the  CWBS? 

b. Are the  same d a t a  summarized through the  func t iona l  organiza t ional  
s t r u c t u r e  f o r  progress ively-higher  l e v e l s  of management? 

- - 



I: c. Are t h e  d a t a  r e c o n c i l a b l e  between i n t e r n a l  summary re- 
p o r t s  and r e p o r t s  forwarded t o  t h e  government? 

d. A r e  procedures "for.  va r i ance  a n a l y s i s  documented and c o n s i s t e n t l y  
appl ied  a t  t h e c o s t  account l e v e l a n d  s e l e c t e d  CWBSandorganizational 
l e v e l s  a t  l e a s t  monthly as a r o u t i n e  task?  

; 4. ON A MONTHLY BASIS IDENTIFY SIGNIFICANT DIFFERENCES BETWEEN PLANNED 
. . AND ACTUAL SCHEDULE ACCOMPLISHMENT AND THE REASONS. 

I- a. Does t h e  scheduling system i d e n t i f y  i n  a . t i m e l y  manner t h e  s t a t u s .  
of work? 

b. Does t h e c o n t r a c t o r  use  objective,results,design reviews, and t e s t s  
t o  t r a c k  schedule performance? 

5 .  IDENTIFY MANAGERIAL ACTIONS TAKEN AS A RESULT OF CRITERIA ITEMS 1. 
THRU 4. ABOVE. 

a. Are d a t a  disseminated'  t o  t h e  c o n t r a c t o r ' s  managers t imely ,  a c c u r a t e  
and usable? 

b. Are d a t a  being used by managers i n  an  e f f e c t i v e  manner t o  a s c e r  . 
t a i n  program o r  f u n c t i o n a l  s t a t u s  t o  i d e n t i f y  reasons f o r  s i g n i f i -  
c a n t  va r i ances ,  and t o  i n i t i a t e  app ropr i a t e  c o r r e c t i v e  ac t ion?  

' , 

c. Are t h e r e  procedures f o r  monitor ing a c t i o n  items .and c o r r e c t i v e  
a c t i o n s  t o  t h e  po in t  of r e s o l u t i o n  and are t h e s e  procedures being 
followed? 

. . 

6. BASED .ON PERFORMANCE TO DATE AND ON ESTIMATES OF FUTURE CONDITIONS, 
DEVELOP REVISED ESTIMATES AT COMPLETION FOR CWBS-ELEMENTS IDENTIFIED 
I N  THE .CONTRACT AND COMPARE THESE WITH THE.CONTRACT BUDGET BASE AND 
THE LATEST STATEMENT OF FUNDS REQUIREMENTS REPORTED TO TIIE GOVERNMENT. 

I a. Are e s t ima te s  a t  completion based on: I 
(1)  Performance t o  d a t e ?  
( 2 )  Actual  c o s t s  t o  da te?  
(3)  Knowledgeable p r o j e c t i o n s  of future.performance? 
(4)  Es t ima te s ' o f  t h e  c o s t  f o r  cont rac t .work  r e m a i n i n g t o b e  acconr 

l i s h e d  cons id i r ing  economic e sca l a t ion?  



b. Are t h e  overhead r a t e s  used t o  develop t h e  con t rac t  cos t  es t imate  
t o  complete based on: 

(1)  . H i s t o r i c  experience? ' 

(2 )  Contemplated management improvements? 
(3) Projected economic esca la t ion?  
(4) The an t i c ipa ted  business volume? 

c. Are es t imates  a t  completion generated with s u f f i c i e n t  frequency 
t o  provide i d e n t i f i c a t i o n  of f u t u r e  cos t  problems i n  t i m e  f o r  poss ib le  
co r rec t ive  o r  preventive 'actions by both t h e  con t rac to r  and t h e  
government P ro jec t  Manager? 

d. A r e  es t imates  developed by con t rac to r  projec t  personnel coordinated 
with top  management t o  determine whether required resources w i l l  
be ava i l ab le  i n  accordance with revised planning? 

. . .  - ,  

e. Are es t imates  a t  completion generated by appropr ia te  personnel f o r  
the  following l e v e l s  : . . 

. . 
(1) Cost accounts? 
(2)  Major func t iona l  a reas  of con t rac t  e f f o r t ?  . . 

(3) Major subcontracts? 
(4) CWBS elements con t rac tua l ly  spec i f i ed  f d r  repor t ing  of s t a t u s  

t o  t h e  government? ' 

( 5 )  Tota l  con t rac t  ( a l l  authorized work) ? 

f .  Are t h e  l a t e s t  revised  es t imates  a t  completion compared with t h e  
es tabl i shed budgets a t  appropr ia te  l e v e l s  and causes of var iances  
i d e n t i f i e d ?  

g. Are es t imates  a t  completion generated i n  a cons i s t en t  manner? Are 
the re  procedures e s t ab l i shed  f o r  appropr ia te  aspects  of generat ing 
es t imates  a t  completion and a r e  they followed? 

h. Me es t imates  a t  completion u t i l i z e d  i n  determining con t rac t  funding 
- req2irqnents  and repor t ing  them t o  the  government? 

a 

/ 

1. Are t h e  con t rac to r ' s  es t imates  a t  completion reconci lable  wdth c o s t  
d a t a  r e i o r t e d  t o  t h e  government? 

I V. REVISIONS & ACCESS TO DATA I 
1. INCORPORATE CONTRA'CTUAL CHANGES ' I N  A TIMELY MANNER AND RECORD THE EF- 

FECTS OF SUCH CHANGES I N  BUDGETS AND SCHEDULES. I N  THE DIRECTED EF- 
FORT BEFORE 'NEGOT.IATION OF A CHANGE, BASE SUCH REVISIONS ON THE AMOUNT 
ESTIMATED AND BUDGETED TO THE FUNCTIONAL ORGANIZATIONS. 

a. Are authorized changes being incorporated i n  a timely manner? 



. . .  .... - - 

b. Are a l l  a f fec ted  work author iza t ions ,  budgeting, and scheduling 
documents amend,ed t o  properly ' r e f l e c t  the  e f f e c t s  of authorized 

' changes? I ;...... 
. . 

c.' Are i n t e r n a l  budgets f o r  authorized,  but not priced changes based 
on t h e  con t rac to r ' s  resource plan f o r  accomplishing the  work? 

d. I f  current  budgets f o r  authorized changes do not sum t o  t h e  ne- 
got ia ted  cos t  f o r  t h e  changes, does t h e  cont rac tor  compensate f o r  
the  d i f fe rences  by revis ing  the  undis t r ibuted  budget, management 
reserve  budget, budgets es tabl i shed f o r  work not ye t  s t a r t e d ,  o r  
by a combination of these? 

2. RECONCILE ORIGINAL BUDGETS FOR THOSE ELEMENTS OF THE CWBS IDENTIFIED , 

AS PRICED LINE ITEMS I N  THE CONTRACT, AND FOR.THOSE ELEMENTS AT THE 
, 

L ~ S T  LEVEL OF THE PROJECT S-Y WBS; WITH. CURRENT PERFORMANCE 
MEASUREMENT BUDGETS IN TERMS OF CHANGES TO THE AUTHORIZED WORK AND 
INTERNAL REPLANNING I N  THE DETAIL NEEDED BY'MANAGEMENT FOR EFFECTIVP, 

' . CONTROL. . . 

a a. A r e  current  budgets r e s u l t i n g  from changes t o  t h e  authorized work 
and/or i n t e r n a l  replanningy- reconcilable '  t o  o r i g i n a l  budgets f o r  
spec i f i ed  repor t ing  items? 

a. Arere t roact ivechanges  t o d i r e c t c o s t s ,  and i n d i r e c t  c o s t s  prohibi ted  
and avoided, except f o r  t h e  co r rec f ion  of e r r o r s  and rou t ine  account- 

. . ing adjustments? ' 

, . '  

3. . PROHIBIT RETROACTIVE CHANGES TO RECORDS PERTAINING TO WORK PERFORMED 
THAT' WILL CHANGE PREVIOUSLY REPORTED AMOUN?S FOR DIRECT COSTS, INDIRECT 

: COSTS,ORBUDGETS,EXCEPTFORCORRECTION,OF ERRORS AND ROUTINE ACCOUNTING . 

ADJUSTMENTS. . 

'b. A r e d i r e c t o r  i n d i r e c t  cos t  adjustmentsbeing accomplished i n  accor- 
dance withaccounting procedures acceptable t o t h e  Cognizant Auditor? 

: 

. . I ' " :  c. Are r e i r o a c t i v e  changes t o  AS a i d  'BCWP. prohibi ted  'except  f o r  I . 
; . 1 .  cor rec t ion  of e r r o r s  o r  f o r  normal accounting adjustments? I 

4 .  PREVENT REVISIONS TO THE CONTRACT BUDGET . . BASE EXCEPT FOR GOVERN~ENT 
*L DIRECTED CHANGES TO. CONTRACTUAL EFFORT. 

. . 

a. Areprocedures es tabl i shed t o  p reven tchanges to the  con t rac t  budget 
base o ther  than those  authorized by.contrac tua1 a c t i o n  and a r e  they . I ' 
followed? 



b. Is au thor iza t ion  of budgets i n  excess of t h e  con t rac t  budget base 
cont ro l led  formally, .  accomplished i n  accordance with e s t ab l i shed  
procedures, and done with the  f u l l  knowledge and recogni t ion  
of t h e  procuring a c t i v i t y ?  

5.' DOCUMENT, INTERNALLY, CHANGES TO THE PERFORMANCE MEASUREMENT BASELINE 
AND, ON A TIMELY BASIS, NOTIFY THE GOVERNMENT PROJECT MANAGER THROUGH 
PRESCRIBED PROCEDURES. 

a. Are changes t o  t h e  performance measurement base l ine  made a s  a 
r e s u l t  of contractual.redirection, app l i ca t ion  of undis t r ibuted  
budget, t h e  use of management r e se rve  budget, i n t e r n a l  replanning,  
o r  formal reprog'ramming, properly documented and r e f l e c t e d  i n  t h e  
Cost performance Report and Projec t  S ta tus  Report? 

, . 
b. ' : A i i  procedures i n  ex i s t ence  t h a t  r e s t r i c t  changes t o  budgets f o r  

open work packages and a r e  these  .procedures adhered t o ?  , 

I c. ' Are r e t r o a c t i v e  changes to 'budge t s  f o r  completed work s p e c i f i c a l l y  

I d. Are procedures i n  exis tence  t h a t  con t ro l  replanning of unopened 
work packages and a r e  these  procedures adhered to?  I .  
p r o h i b i t e d i n  an es t ab l i shed  procedure and i s  t h i s  procedure adhered 
to? 

,,;: 

'? 

6. PROVIDE THE CONTRACTING OFFICER AND HIS DULY AUTHORIZED REPRESENTA- 
TIVES ACCESS TO ALL OF THE FOREGOING INFORMATION AND SUPPORTING DO- 
CUMENTS. 

I ,  

fa- 

a. Does the  con t rac to r  provide access t o  a l l  pe r t inen t  records t o  
' the review team and su rve i l l ance  personnel? 

L 



ATTACHMENT 3 

SAMPLE CSCSC SOLICITATION CLAUSE 

NOTICE OF COST A E ~ D  SCHEDULE CONTROL .SYSTEMS 

( a )  The o f f e r o r  s h a l l  submit a  p l an  f o r  compliance wi th  t h e  C r i t e r i a  
f o r  t h e  i n t e r n a l c o s t  and schedule c o n t r o l  systems(management c o n t r o l  systems) 
which a r e a n d / o r w i l l  b e o p e r a t i o n a l  f o r  any c o n t r a c t  r e s u l t i n g  f r o m t h i s  s o l i c i -  
t a t i o n  which inc ludes  t h e  Cost and Schedule Control  Systems Contract  Clause. 
The C r i t e r i a  f o r  con t r ac to r s '  c o s t  and schedule c o n t r o l  systems a re '  s e t  f o r t h  
i n  DOEICR-0,015 ', Cost Schedule Cont ro l  Systems C r i t e r i a  f o r  c o n t r a c t  Performance 
Measurement-ImplementationGuide. T h e o f f e r o r  s h a l l  i d e n t i f y  e x i s t i n g  management 
c o n t r o l  systems s e p a r a t e l y  from proposed modi f ica t ions  t o  meet t h e c r i t e r i a .  
The p lan  s h a l l :  

( i )  desc r ibe  themanagement c o n t r o l  systems and t h e i r  a p p l i c a t i o n  i n  
a l l  major f u n c t i o n a l c o s t a r e a s  s u c h a s  engineer ing ,  manufacturing, c o n s t r u c t i o n ,  
e t c . ,  inc luding  t h e i r  r e l a t i o n s h i p s  t o  t h e  Contract  Work Breakdown S t r u c t u r e  

, (CWSS); 

( i i )  d e s c r i b e  t h e  procedures  f ~ r p l a n n i n g ~ b u d g e t i n g ,  scheduling,work 
a u t h o r i z a t i o n ,  c o s t  accumulation, measurement and r epor t ing  of c o s t  and schedule  

, performance, e s t ima t ing  of c o s t s  a t  completion, va r i ance  ana lyses ,  and base- 
f l i n e  c o n t r o l ,  inc luding  t h e i r  r e l a t i o n s h i p s  t o  t h e  major f u n c t i o n a l  c o s t  a r e a s  

. 1  

and t h e  CWBS; 
h 

. f 
( i i l )  de sc r ibe  compliance wi th  e a t h .  of t h e  C r i t e r i a *  , pre fe rab ly  by 

cross-referencing t h e  d e s c r i p t i o n  of t h e  management. c o n t r o l  systems ,wi th  t h e  
, i tems i n . t h e  C r i t e r i a  Check l i s t . con ta ined  inDOE/CR2250/2; 

( i v )  i d e n t i f y  t hema jo r  subcon t r ac to r s  o r  major ,subcontracted e f f o r t  
i n  t h e  event major subcon t~ rac to r s  have not  b e e n . s e l e c t e d ,  t o  whose management 

'.; systems t h e  C r i t e r i a  w i l l  be app l i ed ;  and 

(v)  d e s c r i b e  t h e  proposed procedures f o r  admin i s t r a t i on  of t h e  
C r i t e r i a  when appl ied  t o  subcont rac tors .  

(b )  I f  t h e  c o n t r a c t o r  i s  u t i l i z i n g  management c o n t r o l  systems which have 
been previous ly  v a l i d a t e d  bytheDepartment  of Energy(D0E) o r  by t h e  Department 
of Defense, o r  i s  ope ra t ing  such systems under a  c u r r e n t  Memorandum of Under- 
s tanding  wi th  DOE, o r  t h e  Department of Defense, evidence of such may be sub- 

' .m i t t ed  i n  l i e u  of t h e  p l an  mentioned above. I n  such an  event ,  t h e  c o n t r a c t i n g  
Of f i ce r  w i l l  determine t h e . e x t e n t  t o  which such. systems s h a l l  be reviewed t o  
a s s u r e  continued compliqnce wi th  t h e  C r i t e r i a .  

r -. 
( c )  The o f f e r o r  s h a l l  provide information and a s s i s t a n c e  a s  requested by 

t h e  Contract ing O f f i c e r  f o r  eva lua t ion .of  compliance wi th  t h e  c i t e d  C r i t e r i a .  

.................... 
* Note: DOE w i l l  i d e n t i f y  any C r i t e r i a  and/or  C r i t e r i a  c h e c k l i s t  items which 

, . 
may be waived. 



(d )  The o f f e r o r ' s  p l an  f o r  compliance wi th  t h e  C r i t e r i a  f o r  c o s t  and 
schedule c o n t r o l  systems w i l l  be  evaluated p r i o r  t o  c o n t r a c t  award. Upon 
v a l i d a t i o n  o r  acceptance of t h e  c o s t  and schedule c o n t r o l  systems, a  descr ip-  
t i o n  of t h e s e  systems w i l l  be  re ferenced  i n  t h e  con t r ac t .  Subsequent changes 
t o  thesystemsdescriptionshalf: be submitted f o r  review and a p p r o v a l a s  required- 
by t h e  Contract ing Of f i ce r .  

( e )  Subcontractor  s e l e c t i o n  f o r  a p p l i c a t i o n  of t h e  C r i t e r i a  w i l l  be by 
agreement between t h e  prime c o n t r a c t o r  and t h e  government. The prime cont rac-  
t o r  w i l l  c o n t r a c t u a l l y  r e q u i r e  t h e  s e l e c t e d  subcont rac tors  t o  comply wi th  t h e  
C r i t e r i a .  However,demonstration and.reviews of t h e s e  s e l e c t e d  subcon t r ac to r s1  
management c o n t r o l  systems may be performed by DOE when requested by e i t h e r  
t h e  prime o r  subcont rac tor .  

. ( f )  .' Changes t o .  c o n t r a c t o r  management c o n t r o l  systems requi red  t o  meet the-. 
c i t e d  c r i t e r i a  s h a l l  be made at ' ' .no d i r e c t  c o s t - t o  DOE. 



I ATTACHMENT 4 

COST AND SCHEDULE CONTROL SYSTEMS 

I ( a )  I n  t h e  performance of t h i s  c o n t r a c t ,  t h e  c o n t r a c t o r  s h a l l  e s t a b l i s h ,  main ta in ,  
and use  c o s t  and ' schedule c o n t r o l  systems (management. c o n t r o l  systems) 
meeting t h e  C r i t e r i a *  s e t  f o r t h  i n  DOEICR-0015 , cost and Schedule Cont ro l  
Systems C r i t e r i a  f o r  Contract  Performance Measurement - Implementation 
Guide. annexed h e r e t o  and h e r e i n a f t e r  r e f e r r e d  t o  a s  t h e  "Guide". P r i o r  ' 
t o  acceptance by t h e  Contract ing O f f i c e r  and wi th in  ca lendar  days 
a f t e r  c o n t r a c t  award, t h e c o n t r a c t o r  s h a l l b e  prepared todemonst ra tesys tems 
ope ra t ion  t o  t h e  government t o  v e r i f y  t h a t  t h e  proposed systems meet t h e  
designated C r i t e r i a .  As a p a r t  of t h e  review procedures,  t h e  Cont rac tor  
s h a l l  furn ish thegovernment  a  d e s c r i p t i o n  o f t h e  cos t  and s c h e d u l e c o n t r o l  
systems app l i cab le  t o  t h i s  c o n t r a c t  i n  such form and d e t a i l a s  i nd ica t ed  
by t h e  Guide, o r  a s  requi red  by t h e  Contract ing Off icer .  The Cont rac tor  
agrees  tp provide access  t o  a l l  p e r t i n e n t  records ,  d a t a ,  and p lans  a s  
requested by r e p r e s e n t a t i v e s  of t h e  government f o r  t h e  conduct of systems 
review. 

T h e d e s c r i p t i o n o f  themanagement c o n t r o l  systems accepted by t h e c o n t r a c t i n g  
Of f i ce r ,  i d e n t i f i e d  by t i t l e  and d a t e ,  s h a l l  be referenced i n  t h e  con- 
t r a c t .  Such systems . s h a l l  be maintained and used by t h e  c o n t r a c t o r  i n  
t h e  performance of t h i s  c o n t r a c t .  

( c )  Contractor  changes t o  t h e  reviewed systems s h a l l  be submitted f o r  review 
and approval  a s  requi red  by t h e  Contract ing Off icer .  When Contract ing 
Of f i ce r  approval  is  r equ i r ed ,  t h e  Contract ing Of f i ce r  s h a l l  adv i se  t h e  
con t r ac to r  of t h e  a c c e p t a b i l i t y  of such changes wi th in  s i x t y  (60) days 
a f t e r  r e c e i p t  from t h e  con t r ac to r .  When systems e x i s t i n g  a t  t h e  t ime 
of c o n t r a c t  award do not comply wi th  t h e  des igna ted  C r i t e r i a ,  adjustments  
necessary t o  a s s u r e  compliance w i l l  be made a t  no change i n  c o n t r a c t  
p r i c e  o r  f ee .  

( d )  -.The c o n t r a c t o r  agrees  t o  provide access  t o  a l l  p e r t i n e n t  records  and d a t a  
requested by t h e  Cont rac t ing  O f f i c e r ,  o r  du ly  au thor ized  r e p r e s e n t a t i v e ,  
f o r  t h e  purpose of permi t t ing  government s u r v e i l l a n c e t o  i n s u r e  cont inuing  
a p p l i c a t i o n  of t h e  accepted systems t o  t h i s  con t r ac t .  Deviat ions from 
t h e  systems d e s c r i p t i o n  i d e n t i f i e d  du r ing .  con t r ac t  performance s h a l l  be 
cor rec ted  a s  d i r e c t e d  by t h e  Contract ing Of f i ce r .  

B 
( e )  The. con t r ac to r  s h a l l  r e q u i r e  t h a t  each s e l e c t e d  subcont rac tor ,  a s  mutual ly 

agreed t o  between t h e  government and the  con t r ac to r  and a s  s e t  f o r t h  i n  , . 
t h e  schedule of t h i s  c o n t r a c t ,  meet t he  C r i t e r i a  f o r  c o s t  and schedule 
c o n t r o l  systems a s  s e t  f o r t h  i n  t h e  subcont rac t  and s h a l l  i nco rpora t e  
i n  a l l  such subcont rac ts  adequate p rov i s ions  f o r  review and s u r v e i l l a n c e  
of subcont rac tors '  systems t o  be c a r r i e d  ou t  by t h e  prime c o n t r a c t o r ,  
o r  by t h e  government when requested by e i t h e r  t h e  prime o r  subcont rac tor .  

* Those C r i t e r i a  and/or  C r i t e r i a  Checkl i s t  items which a r e  app l i cab le  t o  t h e  
c o n t r a c t  w i l l  be s p e c i f i c a l l y  i d e n t i f i e d  by t h e  Contract ing Of f i ce r .  



' ATTACHMENT 5 . ' 

. . . .  . 

EXAMPLE OF CSCSC MEMORANDUM ' OF ' UNDERSTANDING 
. . 

This Memorandum of Understanding, . en te red  in to .  a s  of (da te )  
e s t a b l i s h e s  a mutual agreement' between t h e  .,Department .o f  Energy and ( i n s e r t  
con t rac to r ' s  f u l l  name, . inc lud ing ,  f a c i l i t y  and ' loca t ion)  regarding t h e  imple- 
mentation and mainteqance oP management c o n t r o l  systems conforming t o  t h e  Depart- 
ment of Energy es tabl i shed Cost and Schedule Control Systems C r i t e r i a  ( CSCSC) and 
a s  implemented by t h e  DOEICR-0015' Coat and Schedule. Control Systems C r i t e r i a  
f o r  Contract ~ e r f o k a n c e  Meaeurement-Implementation Guide. 

Whereas, the  cont rac tor  has demonstrated c e r t a i n  management con t ro l  systems 
a s  i d e n t i f i e d  and defined i n  ( con t rac to r ' s  systems desc r ip t ionda ted  1, 
and 

Whereas, the  Department of Energy by l e t t e r  dated -B based 
on Demonstration Review Report dated , d id  v a l i d a t e  such 
systems; then: 

B e  It Understood and Agreed t h a t  such systems which have been val ida ted  a s  
indica ted  above, together  with approved changes the re to ,  s h a l l  apply t o  f u t u r e  
( s p e c i f y t y p e o f  con t rac t ,  f o r  example, Archi tec t  and Engineering,Construction, 
e tc . )  con t rac t s  entered i n t o  between t h e  cont rac tor  and t h e  Department of 
Energy which requ i re  compliance with t h e  CSCSC; and 

Be It Further  Understood and Agreed t h a t :  . .. . 

( 1 )  Contractor proposed changes t o  those  val ida ted  systems w i l l  be submitted 
t o  t h e  cognizant cont rac t ing  o f f i c e  f o r  review and approval o r  disapproval  
by the  Contracting Officer .  

( 2 )  The contrac tor  agrees '  t o  provide access t o  pe r t inen t  records and da ta  
i n  order  t o  permit adequate survei l lance ,  'of , the  va l ida ted  systems. 

This Memorandum of Understanding w i l l  remain i n  fo rce  i n d e f i n i t e l y ,  sub jec t  
t o  modificat ion by mutual agreement o r  termination by e i t h e r  party.  

W 

(Contractor)  (Contracting Of f i ce r )  

5-1 . 
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