Chapter 6 -- Acquisition Program Baseline Agreement (APBA)

References:

(a)  DoD Regulation 5000.2-R, Mandatory Procedures for Major Defense Acquisition Programs (MDAPs) and Major Automated Information System (MAIS) Acquisition Programs, March 15, 1996

(b)  SECNAVINST 5000.2B, Implementation of Mandatory Procedures for Major and Non-Major Defense Acquisition Programs and Major and Non-Major Information Technology Acquisition Programs, December 6, 1996

Enclosure:

(1)  Acquisition Program Baseline Agreement (APBA)

1. -- Background.

The Acquisition Program Baseline Agreement (APBA) is applicable to all programs.  In defense systems acquisition, the term "base-line" is defined as "a quantity or quality used as a starting point for subsequent efforts and progress measurement (DSMC Fact Sheet 1.5.2, The Acquisition Program Baseline, 10 March '97)."  Within that definition are:

  Cost/Schedule Control Performance Measurement Baselines

  Contract Cost Baselines

  Configuration Management Baselines

  Acquisition Program Baselines

These baselines provide important and complementary impacts on controlling an acquisition program.  In fact, the APBA is a mandatory milestone (MS) document for all Acquisition Category (ACAT I-IV) programs.  The Performance Measurement Baseline provides the budgeting cost of work scheduled and calculated cost variances.  The Contract Cost Baseline is that portion of the program acquisition cost allocated to the contract during its anticipated life as of the time the contract was made.  The Configuration Management Baseline is either the functional, allocated or product baseline that establishes the specifications for designing, developing and manufacturing a system.  The Acquisition Program Baseline (APB) provides quantified parameters for key performance, cost, and schedule parameters of an acquisition program throughout the acquisition phase.  References (a), Part 3 and Appendix I, and (b), Parts 3, 7 and Appendix I, provide policy on baselines and are recommended for review and familiarity.

2. -- Discussion

a.  Components of an APBA.  An APBA has two components for each parameter -- an objective and a threshold.  Threshold denotes the minimum acceptable requirements and objective denotes the desired requirements.  Objectives and thresholds are determined differently for cost, schedule and performance.  The user's Operational Requirements Document (ORD) provides system performance objectives and thresholds, key performance parameters ((KPPs)i.e., that capability or characteristic so significant that failure to meet the threshold can be cause for the concept or system selection to be reevaluated or the program to be reassessed or terminated), and critical system characteristics for eventual inclusion in the APBA.  The ORD also provides the user's requirement for Initial Operational Capability (IOC) and Full Operational Capability (FOC), both of which have schedule implications.  Cost and other schedule objectives and thresholds are developed by the acquisition community.  In some cases, the objective and threshold may be the same value.  However, if differences exist between the objective and threshold, the difference provides room for trade-off in performance, cost and schedule parameters.

(1)  System operational performance thresholds and KPPs, as established throughout the Cost as an Independent Variable (CAIV) process, are the user's minimum acceptable requirements for the system.  Operational performance thresholds and KPPs are derived directly from the ORD and addressed in the APBA.  If there are technical performance measurements associated with the program or no KPPs, the PM should address those facts in the APBA.  Other performance thresholds may be added by the Milestone Decision Authority (MDA).  Performance objectives reflect an operationally meaningful and measurable increment above the threshold, but may be the same value as the threshold in some cases.  Performance is addressed in Section A of the APBA.

(2)  For schedule, the objective is the most likely date for a key event (such as a milestone review, design review, or completion of a test activity).  The threshold date for non-ACAT IA programs is set at the discretion of the PM, following the guidance contained in reference (a) (section 3.2.1).  Schedule is addressed in Section B of the APBA.

(3)  For cost, the objective is the best estimate of total Research, Development, Test and Evaluation (RDT&E), Military Construction (MILCON), investment, and procurement costs, against which the threshold is computed.  For ACAT programs, at MS-I and beyond, the thresholds are set at the discretion of the Program Manager (PM), following the guidance contained in reference (a) (section 3.2.1).

A recent addition to cost is the mandatory requirement to include the Total Ownership Cost (TOC) of the program.  As of May 1999 all programs are required to address TOC in Section C of the APBA as a footnote.  The TOC objective and threshold are to be included in this footnote.  TOC includes all costs associated with the research, development, procurement, operation, logistical support, and disposal of an individual weapon system or piece of equipment (operational and support (O&S) Costs must be added, plus additional TOC elements).  This includes the total supporting infrastructure that plans, manages, trains, maintains, and executes that weapon system/equipment program over its total life cycle; and associated common support items.  TOC does not include "non-linked" infrastructure costs not associated directly with the development, introduction, deployment, or operation of the weapon system/equipment.

b.  Types of APBAs.  An APBA is required for all ACAT programs at each milestone except MS-0.  It is first submitted at MS-I, and updated at subsequent milestones.  At MS-I the APBA is called the Concept Baseline, at MS-II the Development Baseline, and at MS-III the Production Baseline.

The three types of acquisition program baselines (concept, development and production) are sequential refinements of the same baseline as the program progresses through its life cycle.  As the program is defined further during Program Definition and Risk Reduction (PDRR), Engineering and Manufacturing Development (EMD), and Production, Fielding/Deployment and Operational Support (PF/DOS) Phases, program requirements evolve from broad objectives in concept exploration to well-defined requirements in development and production.  Approved APBAs for ACAT I programs are reported in the Selected Acquisition Report (SAR) to the Congress, and in the Defense Acquisition Executive Summary (DAES) report to the Office of the Secretary of Defense (OSD).

c.  Changes to the APBA.  The APBA may be adjusted at milestone or program reviews based on a change in the requirement (e.g., ORD revisions), and/or on results of activities that took place during the previous phase.  An APBA may also be adjusted as a result of a baseline breach.  In this case, only those performance, schedule and cost parameters directly attributable to the change may be adjusted.  This applies to all ACAT programs managed by Marine Corps Systems Command (MARCORSYSCOM).  All other ACATs are managed in a similar manner and are explained in greater detail in references (a) and (b).  The MDA determines the formality of the agreement for ACAT II and below programs.  Changes to the APBA must be reported and coordinated.

d.  Baseline Breach/Deviation.  During each phase of development, the PM maintains a current estimate of cost, schedule and performance parameters.  If the PM determines a breach has occurred or will occur, he/she shall immediately notify the MDA.  If not provided at this initial MDA notification, within 30 days of the program deviation, the PM shall notify the MDA of the reason for the deviation and the action(s) being taken to bring the program back within the approved baseline thresholds.  Within 90 days of the program deviation the program manager shall:

(1) ensure the program is back within APB thresholds, or

(2) submit a new APB, changing only the breached parameter and those directly affected by the breached parameter, or

(3) provide a date by which the new APB will be submitted or by which the program will be back within original APB thresholds.  This is discussed in greater detail in references (a), Part 6 (6.2.1 Program Deviation).

e.  Maturity Curve and Exit Criteria.  The APBA also complements the related concepts of maturity/growth curve, exit criteria, event-based contracting, and event-driven acquisition strategy (see figure 6-1).

(1)  Maturity Curve.  In this example, a performance parameter or capability survivability is the baseline parameter.  Each key performance parameter could be similarly depicted.  The baseline is represented by a threshold (minimum requirement) and the objective (desired level).  In our example of the performance parameter -survivability -- a delta of.05 exists between the threshold and objective (from.80 to.85).  In the case of the parameter -- survivability -- discussed above, a higher value is considered better.  Some performance parameters such as specified fuel consumption are the reverse, that is, a higher value is considered less desirable for the system.  In the case of the parameter -- survivability -- discussed above, a higher value is considered better.  Some performance parameters such as specified fuel consumption are the reverse, that is, a higher value is considered less desirable for the system.  In Phase I or PDRR, the contract specification for survivability could be expressed in terms of this range.  Alternatively, the specification could be some value on the growth curve that is attainable as a product of a specific development contract.  For Phase II or EMD, the contract specification could again be expressed as the threshold/objective range of values or as a discrete value; e.g., the objective.

Developmental testing (DT) during Phase I would test the values along the diagonal line, called the maturity or growth curve.  In Phase II, DT would be oriented to measuring the attainment of the contract specification values, whereas operational testing would be structured to demonstrate the threshold value; i.e., the minimum requirement.

(2)  Exit Criteria.  Prior to MS-II, the contractor(s) should have demonstrated achievement of the point marked exit criteria, which is the exit criteria for Phase I (PDRR).  Exit criteria are program specific for each acquisition phase, represent a point on the maturity path toward the program baseline, or may be phase specific events tied to the schedule.  While critical performance parameters may be identified as exit criteria, other types of exit criteria might be the successful completion of activities such as selected test events, or the completion of a contract line item at its estimated cost.  Exit criteria can apply within a phase as well as at the end of a phase.

Within a phase, exit criteria may serve as "gates" that, when successfully passed (or exited), allow the program office to expand its activities or commitment within that phase (e.g., long-lead procurement or low-rate initial production), with or without a formal review.  At the end of a phase, exit criteria are program specific accomplishments required in addition to the minimum required accomplishments for that phase.  In either case, exit criteria may be related to performance technology, e.g., demonstrate a new manufacturing process, or events (Critical Design Review (CDR), First Flight, Final Assembly).

Exit criteria should be the major "show stoppers" that the Director/PM and MDA agree require intensive management during that particular phase to ensure the program is ready to proceed within a phase or past the next milestone.  Exit criteria must be measurable during the applicable phase, and normally consist of no more than three or four major data points or events.

(3)  Event Based Contracting.  In Figure 6-1, points along the maturity curve, such as the attainment of a certain probability of survivability during DT, would show the concept of event-based contracting.  At these points, the contractor would be required, as a contract deliverable, to demonstrate by testing that he/she has achieved certain survivability targets.  If the event is not achieved, the PM is faced with several management alternatives; e.g., spend more money to correct the problem, reschedule, cancel project, etc.  The contractor's obligation varies with type of contract.  All key event points along the maturity curve also emphasize the concept of an event-driven acquisition strategy.

When tracking performance parameters, Technical Performance Measurement (TPM) techniques are used to depict planned vs.  actual accomplishments and these analyses are continuously updated to support projections.  In the final analysis, the maturity or growth curve for performance parameters must reach or exceed the threshold value at or near MS-III.  If that doesn't occur, the anticipated breach could prevent the program from moving forward into Phase III (Production, Fielding/Deployment and Operational Support).  In addition to requiring more time and money for added design work, it would require a detailed explanation from the PM and contractor, and could result in rebaselining/changing the objectives and thresholds.  Similarly, cost and schedule should not exceed (breach) the threshold at MS-III.  A breach would clearly be a cost or schedule overrun.
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Figure 6-1.  Acquisition Program Baseline (Performance Baseline)

3. -- Process.

The APBA is prepared by the PM and submitted as a stand-alone part of the milestone documentation package.  The APBA will include, at a minimum, approval/signature of the PM, Director/Deputy Commander, CG, MCCDC, COMMARCORSYSCOM, and the MDA.  The detailed processes for completing an APBA is displayed in Figure 6-2.
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Figure 6-2.  Acquisition Program Baseline Agreement (APBA) Process
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