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PERFORMANCE MANAGEMENT CRI TERI A

PURPOSE, OBJECTI VE, AND PCLI Cl ES

The purpose of this docunent is to provide the requirenments that a
*subcontractor's (SC) cost/schedul e performance system nmust neet in
order to satisfy the Buyer's requirenments. The objective of the
criteria is to provide an adequate basis for responsible decision
maki ng through the provision of data which 1) indicate work progress,
2) properly relate cost, schedule, and technical work acconplishnent,
3) are valid, tinely, and auditable, and 4) provide the Buyer with a
practicable | evel of sunmarization

The criteria set forth herein will be used by the Buyer to deternine
the acceptability of the SC s program planning and control system It
is not intended that any new managenent requirenents be inposed on the
SCif current internal systenms can insure proper managenent of the
programin accordance with the criteria specified herein. Perfornmance
data provided to the Buyer shall be directly fromthe sane system used
for internal managenent.

Menor andum of Under st andi ng

(1) The use of a Menorandum of Understandi ng contenpl ates the execution
of a witten instrument which (a) reflect an understandi ng between the
subcontractor and the Buyer of the requirenents of this criteria , and
(b) identify the specific systen(s) which the subcontractor intends to
use in the performance of the contract.

(2) A system description outlining the nethod of perfornmance managenent
will be prepared and subnmitted for approval prior to an application
revi ew and acceptance of the SC System The system description shoul d
be of sufficient detail to permt adequate surveillance by the Buyer.

DEFI NI TI ONS

The followi ng definitions are provided to forma base of understandi ng
between the SC and the Buyer regardi ng cost systemterm nol ogy:

Actual Cost or Work Perforned (ACW). The costs actually incurred and
recorded in acconplishing the work perforned within a given tine
period. This will not include open comrtnents.
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Aut hori zed Wrk. That effort which has been definitized and is on
contract, plus that for which definitized contract costs have not
been agreed to but for which witten authorization has been received.

Note that the use of the term subcontractor(s) is intended to nean
perform ng division and the term Buyer neans authorizing division when
applicable to Interdivisional Transactions.

Budget ed Cost for Work Performed (BCW). The sum of budgets for
conpl et ed wor k packages and conpl eted portions of open work packages,
plus the appropriate portion of the budgets for level of effort and
apportioned effort.

Budget ed Cost for Wbrk Schedul ed (BCW5). The sum of budgets for al
wor k packages, planning packages, etc., scheduled to be acconplished
(i ncluding in-process work packages), plus the amount of |evel of
effort and apportioned effort scheduled to be acconplished within a
given time period. This will not include open conmtnents.

Contract Budget Base. The negotiated contract cost plus the estimated
cost of authorized unpriced work.

Cost Account. A nanagenent control point at which actual costs can be
accunul ated and conpared to budgeted costs for work perfornmed.

Direct Costs. Any costs which can be identified specifically with a
particul ar final cost objective. This termis explained in ASPR
15- 202.

Esti mated Cost at Conpletion or Estimate at Conpletion (EAC). Actual
direct costs, plus indirect costs allocable to the contract, plus the
estimate of costs (direct and indirect) for authorized work remaining.

Indirect Costs. Costs, which because of their incurrence for compn
or joint objectives, are not readily subject to treatnent as direct
costs. This termis further defined in ASPR 3-701.3 and ASPR 15-203.

Level of Effort (LOE). Effort of a general or supportive nature which
does not produce definite end products or results.

Managenent Reserve. (Synonynous with Managenent Reserve Budget). An
anmount of the total allocated budget w thheld for managenent control
pur poses rather than designated for the acconplishment of a specific
task or set of tasks. It is not a part of the Perfornmance Measurenent
Basel i ne.
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Per f or mance Measurenent Baseline. The tine-phased budget plan agai nst
whi ch contract performance is nmeasured. It is fornmed by the budgets
assigned to schedul ed cost accounts and the applicable indirect
performance neasurenent baseline, also includes budgets assigned to

hi gher | evel CWBS el enments, and undistributed budgets. It equals the
total allocated budget |ess managenent reserve.

Significant Variances. Those differences between planned and actua
performance which require further review, analysis, or action
Appropriate thresholds shoul d be established as to the nagnitude of
variances which will require variance anal ysis.

Total Allocated Budget. The sumof all budgets allocated to the
subcontract. Total allocated budget consists of the performance
nmeasur enent baseline and all managenent reserve. The total allocated
budget will reconcile directly to the contract budget base.

Undi stri buted Budget. Budget applicable to contract effort which has
not yet been identified to CWBS el enents at or bel ow the | owest |evel
or reporting to the Buyer.

Wor k Breakdown Structure (WBS). A product-oriented famly tree

di vision of hardware, software, services, and other work tasks which
organi zes, defines, and graphically displays the product to be
produced, as well as the work to be acconplished to achi eve the
speci fic product.

(1) Project Summary Work Breakdown Structure. A summary WBS tail ored
to a specific subcontractor by selecting applicable elenments from
one or nore Summary WBS's.

(2)Contract Work Breakdown Structure (CWABS). The conplete WBS for
a subcontract as devel oped by the subcontractor represents the
extension of the summary WBS to the | owest |evels at which the
subcontractor perfornms work.

CRITERI A

The SC cost/schedul e performance systemw || include policies,
procedures, and met hods which are designed to ensure that they wll
acconplish the foll ow ng:

Organi zati on

3.1. 1Define all authorized work and rel ated resources to neet the
requi renents of the subcontract, using the framework of the CWABS.
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3.1.2Provide for the integration of the SC s planning, scheduling,
budgeti ng, work authorization and cost accumul ati on systens w th each
other, the CMBS, and the organizational structure.

3.1.3ldentify the managerial positions responsible for controlling
i nternal organizational elenments and indirect costs.

Pl anni ng and Budgeti ng

3.2.1Schedul e the authorized work in a manner which describes the
sequence of work and identifies the significant task interdependencies
required to neet the devel opnent, production, and delivery

requi renents.

3.2.2ldentify physical products, nilestones, technical performance
goals, or other indicators that will be used to neasure output.

3.2.3Establish and maintain a time-phased budget baseline at the cost
account |evel against which contract perfornmance can be neasured.
This will not include open commtnents.

3.2.41dentify and control Level of Effort (LOE) activity by
ti me- phased budgets established for this purpose.

3.2.5ldentify managenent reserves and undistributed budget.
3.2.6Provide that the target cost, plus the estinmted cost of
aut hori zed but unpriced work, is reconciled with the sum of al
i nternal budgets and managenent reserves.

Accounti ng

3.3. 1Record direct costs consistent with the budgets in a formal
systemthat is controlled by the general books of account.

3.3.2Sunmarize direct costs fromcost accounts into the WBS w t hout
al l ocation of a single cost account to two or nore WBS el enents.

3.3.3Record all indirect costs which will be allocated to the
contract.

3.3.4ldentify unit costs, equivalent unit costs, or |lot costs as
appl i cabl e.
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Anal ysi s and Internal Reporting

3.4.1lldentify at the cost account |evel on a nonthly basis, using data
fromor reconciled with, the accounting system

3.4.1. 1Budgeted cost for work schedul ed (BCW5) and budget ed
cost for work perforned (BCW).

3.4.1. 2Budget ed cost for work perfornmed (BCW) and actual cost
of work performed (ACWP).

3.4.1.3Variances resulting fromthe above comnpari sons
classified in terns of appropriate elenents together with the reasons
for significant variances.

3.4.2ldentify on a nonthly basis, in the detail needed by managenent
for effective control, budgeted indirect costs, actual indirect costs,
and variances along with the reasons.

3.4.3Summarize the data el enents and associated variances listed in
3.4.1 and 3.4.2 above through the SCs WBS to the reporting | evel
specified in the statenment of work.

3.4.41dentify significant differences on a nonthly basis between
pl anned and actual schedul e acconplishnent and the reasons.

3.4.5ldentify managerial actions taken as a result of criteria itens
above.

3. 4. 6Based on performance to date and on estimates of future
conditions, develop revised estimtes of cost at conpletion for WBS
elenments identified in the contract and conpare these wi th the budget
basel i ne.

Revi si ons

3.5. 1l ncorporate contractual changes in a tinmely manner recording the
effects of such changes in budgets and schedul es.

3.5.2Prohibit retroactive changes to records pertaining to work
performed that will change previously reported amounts for direct
costs, indirect costs, or budgets, except for correction of errors and
routi ne accounti ng adj ust nments.



3.6

4.0

4.2

3-84

Page 6 of 6

RFO37L

3. 5. 3Docunent, internally, changes to the perfornance neasurenent
baseline and on a tinely basis, notify the Buyer through prescribed
pr ocedures.

Access to Data

3.6. 1Recurring evaluations of the effectiveness of the subcontractor's
policies and procedures will be performed to ensure that the
subcontractor's systemcontinues to nmeet and provides valid data
consistent with the intent of this criteria. Surveillance reviews
wi || be based on selective tests of reported data and periodic

eval uations of internal practices during the life of the contract.

SPECI FI C GUI DANCE
Dat a Reporting

The SC s requirenent to provide the Cost Performance Report will be as

descri bed and negotiated in the contract Data Requirements (DRD). It
is the intent to utilize the output of the SC s managenent information
systemfor internal control, i.e., status and probl em anal ysis

reports, directly fromthat systemin the content/format described by
data itens.

No data is to be delivered as a result of this criteria being nade a
part of this contract. Data resulting fromsysteminplenmentation in
the formof deliverable reports will be specifically listed in the
data requi renents docunent.

Budget ed Cost or Wirk Perforned (BWCP)

The Buyer views the BCW and % conplete as the indicators of actua
progress and key data elenents of the reporting process. It is

i nportant that the SC percent conplete reflect a conscientious and
consi stent nethod of assessnent. The BCWP shall be a reflection of
reported program schedul e progress and be expl ai nable and traceable to
the I owest |level. The degree of subjectivity/objectivity involved and
t he base mathematical formulations utilized are to be nmutually
understood in sufficient detail so as to provide confidence in the
reliability of the reported data.



