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EARNED VALUE 
MANAGEMENT (EVM)
1. PURPOSE

The purpose of this document is to convey Team SPAWAR’s generalized policies and procedures for implementation of Earned Value Management in its solicitations and contracts, and its use as an important contract management tool.  The reader is encouraged to utilize the documents provided in the ToolBox to obtain more detailed instructions and guidance.
2. POLICY
This policy applies to all SPAWAR supported PEOs and JPEOs, as well as any other procurement determined appropriate for EVM implementation over $20 million (including options).  See SPAWAR EVM Usage policy below.
Earned Value Management (EVM) is a program management tool that integrates the technical, cost, and schedule parameters of a contract.  During the planning phase, an integrated baseline is developed by time phasing budget resources for defined work.  As work is performed and measured against the baseline, the corresponding budget value is “earned”.  From this earned value metric, cost and schedule variances can be determined and analyzed.  From these basic variance measurements, the program manager (PM) can identify significant drivers, forecast future cost and schedule performance, and construct corrective action plans to get the program back on track.  EVM therefore encompasses both performance measurement (i.e., what is the program status) and performance management (i.e., what we can do about it).  

· EVM and MANAGEMENT NEEDS
A fundamental requirement for managing any major acquisition system is insight into the contractors' performance, specifically the program management and control.  Proper EVM implementation ensures that the PM is provided contractor performance data that:

· Relates time-phased budgets to specific contract tasks and/or statements of work (SOW)

· Objectively measures work progress

· Properly relates cost, schedule, and technical accomplishment

· Allows for informed decision making and corrective action

· Is valid, timely, and able to be audited

· Allows for statistical estimation of future costs

· Supplies managers at all levels with status information at the appropriate level, and 

· Is derived from the same EVM system used by the contractor to manage the contract.
· EARNED VALUE MANAGEMENT SYSTEM - Defined
Most of the basic principles of an EVMS are already inherent in good business practices and program management; however, there are some unique EVM guidelines which require a more intensive approach to the integration of management systems.

An EVMS can be defined as an integrated management system and its related sub-systems, which allow for:

· Planning all work scope for the program to completion,
· Assignment of authority and responsibility at the work performance level,
· Integration of the cost, schedule, and technical aspects of the work into a detailed baseline plan,
· Objective measurement of progress (earned value) at the work performance level,
· Accumulation and assignment of actual costs,
· Analysis of variances from plans,
· Summarization and reporting of performance data to higher levels of management for action,
· Forecast of achievement of milestones and completion of contract events, 

· Forecast of final contract costs, and

· Disciplined baseline maintenance and incorporation of baseline revisions in a timely manner. 

· EVMS Guidelines Concept  

EVM has been based on the premise that the Government cannot impose a single solution for an integrated management system for all contractors.  As a result, the guidelines approach was developed.  This approach recognizes that no single EVMS can meet every management need for all companies.  Due to variations in organizations, products, and working relationships, it is not feasible to prescribe a universal system.  The guidelines approach, on the other hand, establishes a framework within which an adequate integrated cost/schedule/technical management system fits.  The 32 EVMS guidelines are not prescriptive in nature, but simply describe the desired outcomes of integrated performance management across five broad categories of activity.  
These five categories are:  
(1) Organization; 
(2) Planning, scheduling, and budgeting; 
(3) Accounting; 
(4) Analysis and management reports; and 
(5) Revisions and data maintenance.  
The guidelines are broad enough to allow for common sense application, but are specific enough to assure the contracting activity of reliable performance data.  Neither do they purport to address all of a contractor's needs for day-to-day or week-to-week internal control, such as informal communications, internal status reports, reviews, and similar management tools.  These management tools are important and should augment the EVMS as an effective element of program management.  Data from the EVMS should be the source for these management tools.  A matrix showing the processes and guidelines interplay is provided as Toolbox Item 1.
· EVMS Standard
EVMS guidelines have been published as an American National Standards Institute/Electronic Industries Alliance standard ANSI/EIA-748, Earned Value Management Systems.  The DoD formally adopted ANSI/EIA-748 in August 1998 for application to major defense acquisition programs.  For a more in depth review, the National Defense Industrial Association (NDIA) standards guide is attached as Toolbox Item 2.
· SPAWAR EVM Usage Policy   
Sources:  DoD Implementation Guide dtd Oct 2006 and DFARS Case 2005-D006 (Final Rule)
EVM shall be utilized in cost or incentive contracts, valued at or greater than $20 million, including planned options placed on contract at the time of award.  The term “contracts” includes subcontracts, intra-government work agreements, and other agreements; and also applies to contracts for highly classified, foreign, and in-house programs.  EVM is not recommended for contracts less than 12 months in duration.  EVM may not be appropriate for non-schedule based contract efforts, e.g. level of effort.

For firm-fixed-price contracts and subcontracts of any dollar value –

(a) The application of earned value management is discouraged.
(b) Follow the procedures at DFARS PGI 234.201(1)(iv) for obtaining a waiver before applying earned value management.
Use the following guidance to determine additional requirements, based on the contract value (including options):
Greater than or equal to $50M
(a) Shall comply with ANSI/EIA-748; 
(b) The contractor shall have a validated EVMS that has been determined by the DCMA to be in compliance with the guidelines in ANSI/EIA-748; 
(c) Shall use CDRLs DI-MGMT-81466 Contract Performance Report (CPR) – all formats) 
(d) Shall use DI-MGMT-81650 Integrated Master Schedule (IMS)(latest version);
(e) Requires Schedule Risk Assessment;  
(f) Shall require an Integrated Baseline Review (IBR); and      
(g) CWBS CDRL DI-MGMT-81334B
Less than $50M but greater than or equal to $20M     
(a) Shall comply with ANSI/EIA-748; 
(b) EVM system does not require formal validation; 
(c) Shall use CDRLs DI-MGMT-81466 Contract Performance Report (CPR) – Formats 1 and 5 are required (CPR Formats 2, 3, and 4 are optional); 
(d) DI-MGMT-81650 Integrated Master Schedule (IMS *)(latest version) is required; and

(e) (Optional) Schedule Risk Assessment  
* On contracts valued at or greater than $20M but less than $50M, it is recommended that CPR and IMS reporting be tailored. Tailoring to the specific needs of the program is highly encouraged and is described in greater detail in Sections 2.2.5.6 and 2.2.5.7 of the DoD EVM Implementation Guide.
Less than $20M
(a) EVM is optional and is a risk-based decision; 
(b) Decision to apply EVM shall be documented in the contract file; and 
(c) For conducting a cost-benefit analysis, follow the procedures at DFARS PGI 234.201(1)(iii)  
· CPR Formats 1 and 5 are recommended.  
· Integrated Master Schedule is optional.  
· Not recommended for contracts less than 12 months in duration.  
· May not be appropriate for non-schedule based contract efforts, e.g. level of effort.
A useful contract requirements checklist is provided in ToolBox Item 13.
3. RESPONSIBILITIES & PROCEDURES
a. Procuring Contracting Officer/Negotiator shall take into consideration the appropriateness of implementing EVMS into their procurement.  If EVMS is considered appropriate, these steps should be followed during RFP development:
Solicitation Section H/I - Special Provisions/General Provisions:
(1) Ensure that the required clause and provision are included in the solicitation/contract (full text versions are provided as ToolBox Item 4):  

· DFARS 252.234-7001 Notice of Earned Value Management System (provision)

· DFARS 252.234-7002 Earned Value Management System (clause)

(2) A Clear statement of any Special Contract Requirements not included in Section I:
· Was certification/validation addressed?

· Will major subcontractors, planned for criteria application, be identified?
Solicitation Section L – Instructions to Offerors

· Areas to Consider:
· Oral presentations

· Award fee plan (for samples, see ToolBox Item 5)
· Subcontracting plan

· Management volume

(3) Ensure that EVM information is added to the related procurement in PD².  This information may be added prior to, or after “release”* of the document.  See detailed instructions provided as ToolBox Item 12.

* In PD2 jargon
b. Program Manager /Technical Originator shall take into consideration the appropriateness of implementing EVMS into their requirements.  If EVMS is considered appropriate, these steps should be followed during planning:

Acquisition Plans (APs):


If opting for a Pre-Award IBR [FAR 7.105(b)(3)] - 
· State how EVMS will be considered in the source selection process 

· How it will be conducted in the source selection process

· State whether the offerors will be compensated for the cost of participation in the IBR


Management Information Requirements [FAR 7.105(b)(10)] -

· Discuss the methodology the government will employ to analyze and use the earned value data to assess and monitor contract performance

· Discuss how the contractor’s EVMS will be verified for compliance

· Timing of the IBR (prior to or after award)

Solicitation Section C – Development of Description/Specs/Work Statement or Statement of Objectives:

· Address EVM in the SOW/SOO, describing tasks that  -

· Contain requirements for a contractor to perform the effort using a guidelines-compliant EVMS

· Include earned value as an integral part of periodic contractor/customer reviews

· Establish the requirement and process for an initial IBR within 6 months of contract award and incremental IBRs as needed

· Call out specific data items (i.e. CPR, IMS, CFSR, CWBS)
Additional notes:  
(1) The contract SOW should include the requirement for the contractor to manage using (among other things) earned value.  The SOW should also reflect the requirement for periodic (usually monthly) contractor/PMO reviews to include discussion of technical and schedule problems in their earned value context.  The use of a SOO instead of a SOW continues to grow.  Examples of a SOO input relative to EVM might be:  “The contractor shall provide an integrated program management process at the lowest level management level.”  In response to this, one might expect an explanation of how technical requirements, network scheduling, and resource planning would be tied together to produce an integrated plan and performance evaluation.
(2) The SOW shall not contain guidance or direction that conflicts with, removes, or adds work scope to the contractor’s validated EVMS.
Solicitation Section J - Exhibits/Attachments:  Program managers/Technical Requirements Originators should consider the appropriateness of the following data deliverables:
Contract Data Requirements List (CDRL) --
· Cost Performance Report (CPR) - DI-MGMT-81466A

· Integrated Master Schedule (IMS) - DI-MGMT-81650

· Contract Work Breakdown Structure (CWBS) – DI-MGMT-81334
· Do not force a structure below the reporting level as contractually defined

· Require reporting at a level as necessary to assure success
· Contract Funds Status Report (CFSR) – DI-MGMT-81468

Supplemental Requirements for Program Managers (PEO C4I) 
Source:  PEO C4I EVM Policy Implementation dtd 06 March 2007 (ToolBox Item 8)
The following are specific requirements for PEO C4I program managers with respect to EVMS, in addition to those listed above:

· For contracts below $20 million (then-year dollars), conduct an Integrated Product Team (IPT) with SPAWAR 1.6, 2.0 and 5.0 to determine costs risks which would potentially require EVM application on the contract. 

· Program Managers requesting EVM usage on contracts outside the parameters of the EVM guidance may request a waiver.

· EVM implementation on contracts below $20 million (then-year dollars) will be a risk-based decision and a waiver request submitted for approval to the PEO (C4I) is required. 

· A waiver must be acquired through the Milestone Decision Authority for individual contracts involving extraordinary cases for FFP, Level of Effort or T & M contracts of any dollar value.  The waiver will require PEO (C4I) and Contracting concurrence and must be submitted in accordance with the Earned Value Implementation Request (see Enclosure (2) of ToolBox Item 8, PEO C4I EVMS Memo of 06Mar2007).
· A business case analysis that incorporates supporting rationale for why a cost or fixed price incentive contract was not an appropriate contracting vehicle shall be included in the waiver request. 
· Conduct a Contract Planning Conference (CPC) in accordance with the PEO C4I and Space Memo, Contract Planning Policy dtd 16 Mar 07. 

· The CPC must take place prior to PEO C4I approval of contract reprogramming to address Over Target Baseline when they occur. 

· According to ASN (RDA) Memo, Acquisition Program Cost dtd 4 December 06, no contract modification that increases the total program cost shall be authorized. 

· A Memorandum of Agreement (MOA) shall be established with the cognizant Contract Administration Office for the surveillance, duties, and analysis of EVM per the Defense Acquisition Guidebook. 

· Support requirements must be coordinated with the SPAWAR Subject Matter Experts, SPAWAR 1.6 and the PCO in accordance with the Memorandum of Agreement between COMSPAWAR and PEO (C4I and Space) of 22 Sept 03. 

· MIL-HDBK-881A (ToolBox Item 7), Work Breakdown Structure for Defense Materiel Items of 30 July 05, shall be utilized as the common DoD Work Breakdown Structure (WBS) in the Contract Performance Report (CPR) and Contract Cost Data Report (CCDR). 

· The same WBS approved by the Defense Cost and Resource Center (DCARC) must be used for both CPR and CCDR. 

· Use of Cost / Schedule Status Reports (C / SSR) has been rescinded by the USD Memo, Revision to DoD Earned Value Management Policy, dtd 7 Mar 05 (ToolBox Item 6) and shall not be used to satisfy the EVM reporting requirement on future contract awards. 

· SPAWAR 1.6 and SPAWAR 2.0 shall be included for distribution on the DD Form 1423, Contract Data Requirement List (CDRL) for CPRs and CCDRs.
· Program Managers shall require an Integrated Master Schedule (IMS) (DID Number DID-MGMT-81650) and conduct an Integrated Baseline Review (IBR) in cases where EVM is required. 

· Hold an IPT with SPAWAR 1.6, 2.0 and 5.0 in order to provide status of execution when the work on contract is 15% completed. 
· In an effort to ensure effective quarterly EVM Metric reporting by the Acquisition Management Office, PMs shall keep the appropriate sections of the PEO (C4I) AMO database and quarterly DASHBOARD, and Program Status Reports current with all EVM activities.
4. APPROVALS

As previously stated.

4. MISCELLANEOUS






EVM Toolbox

1) EVMS Guidelines Matrix
2) National Defense Industrial Assoc. (NDIA) ANSI/EIA-748-A Standards Guide Jan 2005 Edition
3) DoD EVM Implementation Guide dtd Oct 2006
4) EVM Clauses and Provisions (full text)
5) Sample Award Fee Criteria (when using EVM)
6) USD AT&L Memorandum Revision to DoD EVM Policy dtd 7Mar2005
7) MIL-HDBK-881A WBS for Defense Materiel Items dtd 20Jul2005
8) PEO (C4I) EVM Policy Implementation Memorandum dtd 6Mar2007
9) EVMS Glossary of Terms
10) ASN RDA Memorandum Center of Excellence EVM dtd 9Apr2007
11) Training Brief - EVM in the Acquisition Process by Code 01-6
12) Instructions - Adding EVMS Info to PD2
13) EVM Contract Requirements Checklist
14) Appointment of Ombudsman for EVM
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