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About Aronson LLC

* Founded in 1962
e 200+ Professionals located in Rockville, MD
* One of the largest CPA firms in the DC Metro Area

* 60 multi-disciplined Professionals dedicated to supporting
Government Contractors

— Audit, Assurance & Tax

— Deltek Systems and Outsourcing

— Financial and Contract Compliance
— GSA schedules

e www.aronsonblogs.com/fedpoint — News and Trends for
Today’s Savvy Government Contractor m
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Tom Marcinko
Principal Consultant

Mr. Marcinko is responsible for providing clients with a broad variety
of both pre and post award support. Mr. Marcinko has over 30 years
of government contracts experience. His experience includes
proposal development, contract & subcontract administration, FAR
compliance, small business programs, and Government audits.

Mr. Marcinko has presented numerous training classes on a variety of
subjects including several courses in the fundamentals of
government contracting for the University of Virginia’s government
contracting certificate program. Mr. Marcinko has also written
articles for the National Contract Management Association (NCMA)
magazine as well as other periodicals.

Mr. Marcinko earned his Bachelor of Science Degree in Accounting
from the University of Central Florida and his law degree from the
University of Florida. He is a member of the Florida Bar and

the NCMA. m
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Agenda

* EVM: What a concept!

e When is EVM required?

* Elements of a compliant EVMS
* EVM and proposals

* Conclusion
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EVM: What a Concept!

* Traditional project status reporting is flat or “two
dimensional”

 EVM provides “three dimensional” reporting by
integrating cost, schedule & technical status

* EVM replaces the current two phase
management approach to large complex projects
— Phase 1: Too soon to tell

— Phase 2: We have spent too much to stop! m
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EVM: Definitions

* FAR Definition of Earned Value Management System:

“A project management tool that effectively integrates
the project scope of work with cost, schedule, and
performance elements for optimum project planning
and control.”

* EVMS is a set of business practices, processes, and
tools for enterprise project planning and control. EVM
includes integration of scope, schedule, cost,
development of a performance measurement baseline,
and calculation of earned value.
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EVM: What

* EVM is not

— A new concept

— A tool, a procedure, a person or a department
— A revenue recognition method

— Does not guarantee a successful project

— Is not quick, easy, or inexpensive

— Is not appropriate for low-cost, short-duration

work
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EVM: What it Is.

EVM is a holistic approach to project planning and control

- EVMS -

Nine INTEGRATED Management Processes

: Organization bNork/Budget

Management rluthorization

‘ Subcontract , Accounting
Management Integration
I

Material
nagement

Managerial
anagement Analysis
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EVM: Software

* Scheduling Tool
e Accounting Software

* Cost Management / Earned Value Management
Engine

* Information Dissemination / Workflow System
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EVM: Key Definitions

 Performance Measurement Baseline (PMB) - The
assignment of budgets to scheduled discreet
segments of the work

* Planned Value — The budgeted costs of the
scheduled work

* Percent Complete — An objective measure of task
progress

 Earned Value — The budgeted costs, per the PMB, of
the completed work
e Actual Costs — Total expenditures to date m
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EVM: Variance Calculations

e Schedule Variance = Earned Value minus Planned
Value

e Schedule Performance Index = Earned Value divided
by Planned Value

e Cost Variance = Earned Value minus Actual Costs

e Cost Performance Index = Earned Value divided by

Actual Costs
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EVM: An Example

Performance Measurement Schedule: 60 Days After Contract
Baseline ¢ One Widget Budget: $100,000

Planned Value: $100,000

Percent Complete: 75%

Earned Value: S 75,000

Actual Costs: $ 90,000

Schedule Variance: S 75,000 minus $100,000 = ($25,000)
Schedule Performance Index: S 75,000 divided by $100,000 = .75
Cost Variance: S 75,000 minus $90,000 = ($15,000)
Cost Performance Index: S$ 75,000 divided by $90,000 = .83
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When is EVM Required?

* EVM is required for all “major acquisitions” as
defined by OMB Circular A-11

* EVM may be required on other contracts per
Agency procedures

 DoD, NASA, DOE, & GSA require EVM for cost
reimbursement contracts in excess of $20 million

* Use of EVM is discouraged for fixed price or level
of effort type contracts m

 Subcontractor flow down aronson
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Why Use EVM on Fixed Price Work?

 EVM provides the contractor much earlier wanting
signs that the project is in trouble

 EVM offers the contractor better protection from
scope creep

e EVM validates the basis of estimate
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Elements of a Compliant EVMS

* |f required, an EVMS must meet the 32
guidelines of ANSI/EIA-748-A.

* Guidelines are grouped into five general areas:
— Organization
— Planning, Scheduling and Budgeting
— Accounting Considerations
— Analysis and Management Reporting, and
— Revisions and Data Maintenance m
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Organizational

* Define authorized work elements (work
oreakdown structure).

* |dentify program organizational structure.

* Integrate work breakdown structure and
organizational structure to allow cost and
schedule performance measurement.

* Integrate company planning, budgeting,
scheduling, work authorization, and cost
accumulation processes.

* |dentify party responsible for controlling
indirect costs. m

dronson

© 2011 | All Rights Reserved | Aronson LLC | www.aronsonllc.com 16



Planning, Scheduling and Budgeting

* |dentify indicators to measure progress and
establish time-phased budget baseline.

e |dentify the authorized work in discrete work
packages and link to corresponding budget —
by cost element.

* |dentify undistributed budget m
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Accounting Considerations

e Record direct and indirect costs in @ manner
consistent with a formal accounting system.

e Allocate direct costs into work breakdown
structure elements.

e Accounting system must account for all m

materials purchased.
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Analysis and Management Reports

* At least monthly, provide reports on schedule
and cost variance.

* |dentify reasons for variances and develop
revised estimates of cost at completion.

* Implement managerial actions taken as a

result of the earned value information. m
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Revisions and Data Maintenance

* |Incorporate authorized changes in a timely
manner, recording the effects of such changes in
budgets and schedules.

* Prevent retroactive changes to records for work
performed that impact actual costs, earned value,
or budgets.

 Document changes to the performance
measurement baseline. m

dronson

© 2011 | All Rights Reserved | Aronson LLC | www.aronsonllc.com 20



EVM and Proposals

* DoD / NASA require, for contracts over S50
million (GSA / $20 million) that the EVMS be
independently validated by the DCMA

e Self or third party validation acceptable for
smaller contracts.
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EVM and Proposals

A detailed plan to implement a compliant EVMS can be

submitted. The plan shall;

* Describe the EVMS the offeror intends to use in performance
of the contracts;

* Distinguish between the offeror’s existing management system
and modifications proposed to meet the guidelines;

* Describe the management system and its application in terms
of the EVMS guidelines;

* Describe the proposed procedure for administration of the

guidelines, as applied to subcontractors;
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EVM and Proposals

The plan shall; (continued)

* Provide documentation describing the process and results
of any third-party or self-evaluation of the system’s
compliance with the EVMS guidelines.

 The Government will review and approve the offeror’s plan
for an EVMS before contract award.

* The offeror’s EVMS plan must provide milestones that
indicate when the offeror anticipates that the EVM system
will be compliant with the ANSI/EIA Standard - 748
guidelines.
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EVM and Proposals

Integrated Baseline Reviews

* Either a pre-award or post-award Integrated Baseline
Review (IBR) will be required.

* The objective of the IBR is for the Government and the
Contractor to jointly assess technical areas, such as the
Contractor’s planning, to ensure complete coverage of
the contract requirements, logical scheduling of the work
activities, adequate resources, methodologies for earned
value (budgeted cost for work performed (BCWP)), and

identification of inherent risks. m
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Conclusion

* Lies, damned lies and statistics
* Figures don’t lie but liars figure
* Garbage in, garbage out

* EVM is a powerful management technique
that bright, talented, hard-working people
can use to help manage projects.

 EVM is not a substitute for bright, talented,
hard-working people.
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Aronson Contacts

Hope Lane
Lead Partner, Government Contract Consulting
Direct: 301-231-6266

Email: hlane@aronsonllc.com

Tom Marcinko
Principal Consultant

Direct: 3010231-6237
Email: tmarcinko@aronsonllc.com m
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