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1-150-A  Ofice of Mnagenment and Budget (OVB) Circular No, A-
109, dated April 5, 1976 - jor System Acquisitions

f-150-00  PURPOSE

This chapter prescribes Departmental policies, procedures! and

responsibilities for inplementing the provisions of OMB Grcular
NO.  A-109, Major Systems Acquisitions.

J-150-10 SCOPE

This chapter applies to all Departnental organizational elenents
and shall be used in conjunction with OMB Grcular No. A-109 (See

Exhibit 1-150-A) to obtain a conprehensive know edge of the ngjor
system acquisitions concept.

J-150-20 POLICY

The Departnment shall adhere to the objectives and guidance stated
in OB Crcular No. A-109 and this chapter to ensure the

effectiveness and efficiency of the process of acquiring a najor
system

f-150-30 BACKGROUND

OMB Gircular No. A-109 (the Grcular) establishes Government-w de
polic?/. pertaining to the acquisition of a major system and
establishes specific policy and procedural requirenents for

i npl ementation by Executive agencies and departnents.
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The Circular provides for:

A.

Top level nanagenent attention to the determnation of
Departnental mssion needs and goals:

An integrated systematic approach for establishing mssion
needs, and for budgeting, contracting, and nanagi ng prograns;

| nproved opportunities for innovative private sector
contributions to national needs: and

Early comunications with Congress and OMB in the
acquisition process by relating mjor system acquisitions to
Departmental m ssion needs and goals.

f-150-40 DEFI NI TI ONS

A

Major system. OMB Circular No. A-109 defines a major system

as ®that conbination of elements that will function to

produce the capabilities required to fulfill a mssion

need. The elements may include, for exanple, hardware,

equi pment, software, construction, or other inprovenents

or real property.” In addition, the Grcular expresses

the basic rragor system acquisition criteria in terns of

programs that:

1. Are directed at, and critical to, fulfilling a
Departmental m ssion:

2. Entail the allocation of relatively large resources; and
3. Warrant special nanagenent attention.

The Departnment has established a dollar threshold of $100
mllion (and above) to further define the parameters of a
major system  Any proposed acquisition neeting these four
criteria shall be considered a mgjor system and shall be
acquired through the application of the A-109 policy. The
Secretary may also decide to apply the A-109 policy to any
acqui sition having an estimated system cost between $60
mllion and $100 mllion which neets the three basic OVB
maj or system criteria. ( See 1-150-60C2) .
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B. Mission Need. A mssion need is described as the capability
required to acconmplish a Departmental mssion or to
effectively pursue a scientific, technological, or other
opportunity related to a Departmental mssion, including cost
and schedule considerations. Mssion needs may be identified
through Departnental analyses or through studies directed by
appropriate executive or legislative authorities.

C. Mission Need Statemegt.. A mssion need statement explains
the mssion need by stating the purpose of the m ssion,
capability, Departmental activities involved, tine _
constraints, value or worth of neeting_the need, relative
priority, and operating constraints. ~The mission need
statement expresses needs and program objectives in mssion
terms rather than in equipnent terms to encourage innovation
and conpetition in the private sector.

J-150-50 CENERAL

The O fice of Mnagement and Budget has enphasized that

I mpl enentation of the A-109 policy will serve to shorten the
acqui sition cycle by providing a methodical or systematic
approach to a logical sequence of acquisition events and involve
top managenent in all stages of the acquisition process, from
start to finish, allowing for continual control and monitoring of
the system process.

The followng briefly indicate the major steps enconpassing a
typical major system acquisition:

A Analyze m ssion.

B. Evaluate and reconcile needs in context of m ssion,
resources, and priorities.

c. Determne mssion need.

D. Prepare mssion need statenent.

E. Submt mssion need statenment to Secretary for approval.
F. Submt mssion need to Congress via budget process.
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K.

Desi gnate a Program Manager.

- Tailor an acquisition strategy and develop plans.
- Develop solicitation for alternate system design concepts.

Conpetitively explore alternate system design concepts by
contract.

Sel ect conpetitive system design concepts to be advanced to a
test/denonstration phase gr obtain Secretarial authorization
to proceed with the devel opnent of a nonconpetitive (single
concept) system

Conduct conpetitive denonstrations.

Sel ect concept(s) and enter into full scale devel opnent,
test, evaluation, and initial inplementation or production.

Commt system to full inplementation or production.

The need for the acquisition of a major system or a system
nmeeting the three basic OMB criteria (excluding the $100
mllion dollar threshold) wll be formally identified prior
to the initial budget request review process and submitted to
the Secretary for approval. The mmjor system wll be
indicated in the budget request submtted to the Deputy
Assistant Secretary, Budget during the initial budget review
process. (See 1-150-60C2.)

The mssion need normally is comunicated to OMB informally
during the analysis and witing of the mssion need
stat enent .

After approval by the Secretary, the mssion need is
communi cated to Congress during the budget process in
accordance with OMB Grcular Nos. A-10 and A-11.

Approval of the mssion need statement begins the search for
m ssion need solutions by approving authority to

conpetltlvel¥ explore alternative system design concepts by
contract. his initial approval and the establishment of a
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system acquisition_\orogram does not auto.rraticallé nean that a
new major system will eventually be acquired. ased on an
approved need, designated Departnent activities may continue
to analyze other optional neans of satisfying the need in
parallel with the contractual exploration of alternative
systenms which may, as devel opnent proceeds, prove

unaccept abl e. his evaluation of options, including the
alternative system design concepts, provides the basis for
subsequent key decisions in the major system acquisition
process.

A program manager should be designated and provided a charter
for each mmjor system acquisition program as soon as possible
after the mssion need has been approved. The program manager
will be responsible for developing the acquisition strategy
and plans and soliciting alternate system design concepts.

After prospective contractors have submtted offers based upon
the solicitation and the offers evaluated by a panel of
experts, multiple contracts are awarded to further
conpetitively explore the alternative concepts, contractual
efforts are evaluated, and the program manager reconmends
selected concepts for conpetitive denonstration.

The Secretary exercises the second key decision by conmtting
the continued expenditure of resources to meet thé mssion
need and selecting the proposed system concepts for
denonstration and eval uation.

Conpetitive denonstrations are intended to verify that the
chosen concepts are sound, perform in an operational
environment,and provide a basis for selection of the system
design concept(s) to be continued into full-scale devel opnent
and initial inplementation (or full 1nplenmentation).

At the conpletion of the evaluation of the conpetitive system
alternatives, the program manager updates the acquisition
strategy and the anticipated cost and schedule data and
forwards these itens, along with the evaluation results and
his reconmendation, to the Secretary for the third key
decision--sel ection of the system deslgn.conceptgs). to enter
into full scale development and initial inplenentation.
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This phase should verify that the chosen system design
concept(s) is sound and the risks are acceptable.

The final decision reserved for the Secretary is the
authorization of full inplementation of the mjor system
needed to satisfy the mssion need.

1-150-60 MAJOR DUTIES AND RESPONSIBILITIES

A Secretary. The Secretary makes the initial determnation as
to which programs will be subject to the nmmjor system
acquisition process. Once the program has been designat ed,
the Secretary nust be kept apprised of its progress, and
therefore, shall make the four key decisions involved in a
maj or system acquisition. They are:

1. Approval of mssion need statenment (ldentification and
detinition of a specific mssion need to be fulfilled,
the relative priority assigned within the Department,
and the general magnitude of resources that nay be
I nvested).

2. Selection of conpetitively derived system design
concepts to bhe advanced to a test/denonstration phase
or authorization to proceed with the devel opment of a
nonconpetitive (single concept) system

3. Comm tment of a system to full-scale devel opnment and
initial inplementation of limted production.

4. Commtnent of a system to full inplementation or
production.

In cases where nore than one Operating Division (OPDIV), or
O her major Departnental act|V|t%/ Is 1nvolved in the .

acgwsmon of a mgjor system fhe Secretary will determne
and assign the roles and responsibilities of each activity.

B. A itio ecutive.

L. The Acquisition Executive is responsible for
integrating and unifying the Departnent's nmgjor system
acquisition management process and for nonitoring "the
i mpl enentation of the A-109 policy and the practical
applications under that policy.
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C. Heads of oppIv's. Heads of CPDIV Maio

The Acquisition Executive is not responsible for
conducting the major system acquisition; that .
responsibrlity remins ‘with the Departmental activity
which has identified the requirenment for the major

sys[tjem that wll acconmplish that activity's nission
need.

The Departmental Acquisition Executive (DAB) is the
Assistant Secretary for Management and Budget (ASMB).
This appoi ntment has been made by the Secretary because
the ASMB is responsible for the primary functional
areas pertinent to the major system acquisition
process.

The DAE shall evaluate each of the four key decision
recormendations prior to submssion to the Secretar
and shall be kept inforned regarding all actions taken
under a mmjor System acquisition process.

In cases where nore than one OPDIV or other najor
Departmental activity is involved in the acquisition of
a myjor system the DAE wll nake recommendations to
the Secretary regarding the roles and responsibilities
of each activity.

lrectors.

Heads of opbIV's, heads of OPDIV mamjor elenents, assistant
secretaries, heads of OS staff offices, and regional
directors are responsible for:

1.
2.

| dentifying mssion needs;

Notifying the Secretary of major system and possible
maj or system acquisitions, (Approxinately three
nonths prior to the initial budget regquest subm ssion
to the Deputy Assistant Secretary, Budget, a nenmorandum
shall be prepared and submtted to the Secretary,
through the DAE, identifying each proposed nmmjor system
acqui sition neeting the four criteria, each proposed
mgj or system acquisition neeting the three OMB criteria
and having an approxinmte cost ranging between $60 M
and $100 M, and each proposed acquisition not neeting
one or nore of the three OMB criteria but having an
approxi mte cost ranging between $60 M and $100 M
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10.

11.

Each acquisition shall be ranked as to its priority in
the overall budget plan. Justifications and rationale
supportin% the determnation that each acquisition
between $60 M and $100 M neets or fails to neet the
maj or system acquisition criteria shall be included in
the nenbrandum =~ The Secretary will approve or

di sapProve each acquisition, and a copy of the
Secretary's determnations will be furnished the Deputy
Assistant Secretary, Budget. Upon receipt of the
Secretary's deternination, the head of the OPDIV, etc.
will add the approved acquisitions to the initial
budget request subm ssions.)

Assisting the Secretary, through the DAE, in making the
four key decisions:

Designating a program manager for each mgjor system
acqur si tion:

Devel oping the program manager's charter in ,
coordination with the program manager, and providing It
to the DAE for approval:

Ensuring the program manager fulfills the requisite
responsibilities and discharges the duties in
accordance with the Crcular and this chapter;

Beconming famliar with the requirenents of the Grcular
and this chapter and ensuring staffs become famliar
with the requirenents.

| npl enmenting the requirements of the Circular and this
chapter:

Adhering to all principles and requirenents concerning
maj or system acquisition policies and procedures:

Establishing and maintaini n? clear lines of authority,
responsibility, and accountability for the management

of each mgjor system acquisition program and

Abol i shing and precluding managenent |ayering and the
pl acement of excessive reporting requirenments on
program managers and contractors.
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D. Deputy Assistant Secretary, Buduet. The Deputy Assistant
Secretary, Budget is responsible for:

1. Providing guidance to the heads of the oOPDIV's etc.
regarding the identification of major system
acquisitions in all budget subm ssions;

2. ldentifying mjor system acquisitions during budget
reviews and indicating them to the Secretary during his
review and

3. Verifying that major system acquisitions are accurately

reported and assigned a relative priority ranking in
budget submissions, based upon the Secréetary's approval
det erm nati ons.

E.  Program Manaaer.

1. A program manager is to be appointed for each najor
system acqui sition.

2. The program nmanager nust thoroughly understand what is

involved in the major system understand user needs and

constraints, and possesS requisite management skills
and experience. he program nanager is to be provided
W th budget guidance and a witten charter outlining
specific authorities, responsibilities, and
accountabilities for acconplishing the program
objectives.  However, nanagement layering wll be
mniml to preclude restricting the program manager.
Necessary resources Wl be made available to the
program manager to fulfill the mssion need.

3. The program manager ideally should be a multi-

di sciplined, experienced manager with sufficient tenure

and interest in the pro?ramto provide continuity wth
full personal accountability for action taken. he
organi zation and managenment |evel of the program
manager should be consistent with the inportance and
scope of the program A basic know edge of past
experience with the particular program area is a highly
desirable prerequisite for the program manager.
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The program manager is to be provided with a charter to
serve as a formof a contract between the program
manager and the Departnment 1CPDIV). This charter,

which is devel oped specifically for each major system
acqui sition program sets forth the scope, obH]ec i ves,
activities, organization and conposition of the program
manager's major system acquisition team ,
responsi bilities, ~and the nethod of operations. Line
and staff |evels and |ines of ._au.thorit:%‘I and
accountability should be identified. [

program objectives should be stated in mssion need
terms and the manner of presentation should not
preclude any viable alternative solutions.

An initial responsibility of the program manager should
be to recruit a staff or identify a teamwth the
requisite skills and experience to nanage the assigned
project. Since acquisition personnel play a vital role
In the A-109 process, they should be included at the
earliest practicable point.

One of the program manager's first tasks will be to
develop an acquisition strategy and plan. This wll
require that the program manager's team think through
the acquisition process and the nyriad of individual
consi derations involved. Based upon this review and
evaluation, the factors nust be integrated and bl ended
to achieve the program objective(s) in an economcal,
effective, and efficient manner. 'In developing a
system acquisition strategy, considerable thought
shoul d be given to specific pro&;ram goals and

obj ectives.  The approach should not “be constrained by
past routine practices or follow a "school book"
solution--the acquisition strategy is to be tailored to
the mssion need.

The strategy should form the basis for the program
manager's system acquisition plan. The plan should be
used to communicate wth higher authority, the
management team and industry. The plan also should
provide the means of measuring acconplishnents and
risks and handling contingencies as the program
progresses. At program initiation, it is neither
possible nor desirable to address all considerations
in detail. It is possible and desirable, however, to
exam ne and schedule when decisions on each
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consideration can and nust be made throughout the
acquisition process, that is, to develop and report
mlestones. Also, there should be a neans of refining
the strategy and plan as the program proceeds.

8. The program nanager is responsible for preparing, and
submtting to the DAE through established managenent
channels, the acquisition strategy, the acquisition
plan, and the key decision anal yses, findings, and
reconmendat i ons. Wien devel oping the acquisition plan,
the program manager shall provide for a schedule to
report pertinent mlestones throughout the system
acquisition process to indicate progress and
interrelationships with the objectives of the Grcular.
These mlestone reports shall also be submtted to the
DAE for review

| -150-70 TRAI NI NG

Training needs will be identified as the Department becomnes

involved with the application of the major system acquisition
policy. Program managers and other personnel to be directly
i nvol ved shall be required to attend formal training sessions
sponsored by the Federal governnent.
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EXECUTIVE OFFICE OF THE PRESIDENT
OFFISE OF MANAGEMENT ANS BUDGET
WASKINGTON, D.C. 20303

April 8, 1976 CIRCULAR HO A-109

TO TEE HEADS OF ENECUTIVE DEPARTMENTS AND ESTASLISREMENTS
SUBJECT: Majoz System Acquisitions

1. Ppuzpose. #au¥e Circul ar e stcblishcs pslicies,to be
£followec by executl ve brzanch agencl es in the l“u&sltlon cl.
major sysiens.

2. Backaround. The @ [HIOO+XX)M of major systens by the
Federa Government constitutes one of the most grucia an2
expensive activities pezformed to meet naticnal needs. Izs
impast is critical en t echnol ogy, on the nRation's ® conozic
and fiscal pclicies, and On the accomplishment Of Government
agency missions in SUCh £ields as defernse, space, energy and
trensposteticn. Fora number of yeers, ttcrc has besndeep
Concern over the eaffsctiveness Of the management of major
svsten acguisitions. The report of t he Conmission o=
Goverrnent Procurerment recommended basic changes to impreve
the prosess of aeguiring major systems. This Cireular is
bated or executive branch eonsideration of the Cormission's
recomnendations.

3. Responsibilitv. EZach ageney head her the responsibility
to edrfure that the.provisions of this Circular aze followed.
Thi s Ciseular provides aéministrative direction to heads Of
agencies gnd does NOt establish and shall not be construe?
to crezte any substantive gz procedusal basis foOr any persen
to challenge any agency aSsion ©r inaction on the basis thas
such action wasnetin @ MOESmMeN) wishthis Circular.

4. Coverage. This Cizeular covers anéd applies to:

a. Management Of t h e scquisition of medor systems,
including: ¢ Analysis of agency missions . Detesmination -oz-¢
mission needs . Settimg ef pregsam  eljectives  °
Determiratien of system requircnerts * System prograns
plannine . Budgeting °* funding *® Rtstbrch « Erginecring .
Deve lcprent & Testing and evaluation . Costrasting '
Toductaon . Program a n d management control ! Introductien

(Ho. A=10%)




Exhibit 1-150-A

of the system .into, use or otherwise sgucsessful & chievemen:
of program obj ecti ves.

b. Al pregrams for the ® cpufsition of major systems
even though:

(1) The systemi s one-oi -a-kind.

(2) The ageacy's invelvement in the systemis
limited to the development Of demonstrzatzion Razdwaze f OF
%ptio.-.al use by the pzivate seetes rather "thasmi~Zer the

9ency’r ewn use.

8. Definitions. As used in this Cireular:

a. Evecutive e cenev (hereinafterrefersed toas ® 9enq)
mear.s ah  exesuiive deparzment, and an  indepancden:
establishnment within ehe neaning of seetions 101 anéd 104(1),
zespectively, Oof Title §, United states Code.

b. Aceney comsonent maans a  major erganizatienal
gubdivision of SN e LOIMN & For example: [he army, Navy, Air
Par ee, and Defemse Suppiy Agency aze ® gtn=y componants of
the Deparement o: SM AN WM, G @ Fecderal Aviaticn
Adrministration, Usban Mass Tsenasporsafion Adninistratich,
and the Federal Bighway Admipistritios eTe @ (ancy cemponents
Of the Department of Trinsportation.

€. Agencv missions means those responsibilities for
neeting national NEEAS assigned to a specific agenecy.

8. Mission need means a required eapedbility wishin an
agency's” ovesa purpose, includiamg COSt an! schedul e
consi der ati ons.

e . Proeram objectives means the capabilizy, €95t an
schecuie GoOLls ein¢ sought by the systen acguisition
progran in response to a rission need.

f. Proezem means an organized set - ©f activities
directed toward a eemmon purpose, objective, oz goal
undartakcn or proposed by an @ 9mcy I n srder t® carry
out responsibilities assigned to it.

. Systom degiagn eencept means an idea expresses in
terrs : gencrel pecformance, capabilitres, and

charactesisczices of hardware and software oriented either ¢

(No. A-109)
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operate Or to be operated as an integrated whole in meeting
4 M SSI 0N need.

h. Major system means that corhination of elements. that
will functaon togttner to product the capabilities required
tofulfill a&a m ssion need. Thetlitmtnts nay i ncl ude, for
example, hardware, equipment, software, const:\;ction, or
other Inprovenents or real property. Major sgystem
acquisition  prograns. are those programs that (1) are
directed at andcritical tofulfilling an sgenecy mision,
(2) entail the allocation of relatively | arge ressurces,tnd
(3) warrant special managtncnt attention. Additional
criteria and relative = dollar thresholds for the
determination of tgtncy programs to be considered majers
syseerss under the purview of this €Cirecular, may bt
established at the discretien of the agency head.

i. ©Ofgtem accuisition process nmeans the seguence
acquisitien acstivaties  starting from the agency s
recongilistion Of its mission needs, With itscapabilities,
priorities and  zesources, and extendln? through the
introduction o» e gystem into operational wuse o r the
ot herwi se sucéessful achievement of progzam obj ecti ves.

9. Lifec cyele cost means thesumtotal of the direct,
indireet, rtcurrrngnonrecurring, and other gelated costs

incurred: or estimated to be incurred, 1n ¢he design,
develepment, production, operation, maintenance and support
6f ¢ mijr system over its anticipated useful [|ift span.

6. General poliey. The policies of .this Circular trt
fesaq.{'c"’.: to assure t_hetPftCtht ness and efficiency orthe
FToSess o f gcquiring nmajor syssems.  They are based on the
sereral Po|jcy that federal agtncits, vhtn acquiring major
t7siems, will: )

e .2 Express needs and program Obj ecti ves in M ssion
terms 8ad not equipment terms to encourage |nnovation and
aeasiiiiea in  creating, exploring, and evel opi ng

native system desi gn concepts.

,V..:; Plece emphasis on the initial activities of the
el ,‘c_fff|f=:— Sition process t0 allow CONpetitive exploration
feas CFT2tove system desi gn concepts i N response tomni ssion

TceZs.,

(No. A-109)
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C.  Communicate W th Congress early in the  system
acqui sition process by relating _major system acquisitica
program to agency m Ssion needs. ~ Thi's communication shoul d
fcllow the requirements of Office. of Management and Budget
(0MB) Circular NO.  A-10 concerning i nfornmation related to
budget estimates and related mat er 1 al s.

d. Establish eclear |ines of authority responsibility,
and _ accountability for managenent of major system
acqui sition programs. utilizeappropriatenantgtrial |evels
in dt ci si onnaki ng, and obtain agency head approval at key
decision points in ¢the evolution of eaech acquisition

program.

e. Designate a focal point respensible f Or integrating
and unifying the system acqpiﬁitian management process and
meaitoring policy inpltmentation.

. Relg on private industry in accordance with the
policy established by omp Circular No. A-76.

R e 80oi Sitian manacement O0bjectives. Each
‘ %D'TTDU@'}O major systems SNoul 0

a. Ensure that eaeh major system Fulfills a mission
need. Operates effectively 1In its intended environment.
Dcmcnstratcs a level of performance and reliability that
justifies t¢he allocation of the Nation's |imted rtsourcts
for 1ts acquisition and owner shi p.

h. Depend on, whenever economically btntf icial,
cot-petition between simlar or Cifftring system design
concepts throughoct the entire requiSition process.

C. Ensure approgriate trade-of? among investment costs,
ownership costs, ® chedults, andperformancecharacttrirtics.

¢. Provide strong checks and balances by ensuring
® dequa:c systen test and evaluation. Conduct such tests an
evalustion |ndependent, where practicable, Of developer and
user.

c.  hcconplish system acquisition planring, built on
analysis ©f O gacy mssions, which implies® pp:priatC
resourceallocatzon resulting from elear articulation of
agcncy mission needs.

(No. A-109)
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£, Tailor an acquisition strategy foreach program, as
soon as the agency decides to solicit e |%rnativt syszem
design concepts, that eould lead to tht acguisition of a new
rajor system and refine tht strattgy as tht pregram proccecs
through the acquisition process. Encompass test anc
evaluation crittria and business management considerasticns
i n thestrategy. The ctrattgy coul d tygieally include:
em o2 em=n CONtracting processas an inportant tool in tht
acqui sition progzame Scheduling of tsstntirl elements of
tht acqui sition, process . Demonstraticn, test, and
evaluation crittria » Content of solicitations for proposals
o Decisions onwhom to SOlicit o Methodsfor obtaining and
sustaining eompetition « Guidelines for the evaluation ané
rcctptancc or rejection of proposals e« Coals for design=to-
COSt * methods for prejectirg life cycle costs . Use of data
rights « Use of warranties o Mthods for ® r.a?y:ing and
eval uating eentracter and Covetnntnt risks .« weed “fer
developing contracterinctntiver . Selection of tht typeof
contract btst scittd for each sragt in the acquisition
cocess °* administration of centracts.

9. Meintain a capability to: e Predict, review, assess,
neyotizte and menitor COSIS for syster  development,
enginecsing, design, demonstration, test, procustion,
operatien and suppor:t (i.e., life cycle costs) . Assess
® cquititica  cost, schedule an2 performance experience
agai nst predigtions, and provi dt sush assessments for
eonsideration by t ht agency head atkty decision points .
Makenew assessnents where Si gni fi cant costs, schedule or
ptrfcrnancc variances occur  £gtimete | ift eycle costs
during systen dtsign conc_eFt_ tval ustion and seleetion,full -
scale dtvtlopztnt, facility conversion, andproduction, te
e naurt appropriste trade-offs ameoag investment CO3%S,
ownership costs, schedules; and ptrf ormance « Use
i ndependent  cost estinates, wherse feasible, for eomperison

pucposes.

8. Mznagemens structure.

a. The htad of each agency that acquires mmj or systems
will designate an acquisSition executivelO.. integratzeanc
Unify the managenent process for tht ® gtncp's _mgjor Systtm
O cquisi tiems and tO nMONitor implemenzation Of the policies
ané practices set ferth in thiS gireular.

b. Trach agency that acquiresor IS rtsponsiblt £os
@ ctiViticS leadingto the acguisitionof--major sytttms will
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establish clear lines of authority, vczesponsibility, a=é
acesuntadility for managemenst of i t s major  syszem
acquisition PLOgrams.

c. tech agency should preclude management lrvtrir.5 an
placing nonessential reporting precedures and paperwosk
requirements on progrrn maragess and €entIactoss.

4. A program manager will be designated for each Of &k

aqe_ncy'l_ major  Bystem = acquisision  progsams. This
ésighation should {. made when & decision IS madeto
fulfill a mission need by pursui Ng alternative system design
concepts. 1t is essential ehatthe program managerrave an
understanding Of user nerds and eonstraints, famliarity
with develcpmens pzinciples = @ d requisite management skills
and ® xperitneQ. Ideally, management Skills md @  xptfifmct
would include: ¢ Reseazeh and development o Operaticns o
Engineering « Construction e« Testing e« Contracsting °*
Pzototyping and fabrication oo comzlex systems o Producticn

* Business . Budgeting *® Finance. Wwith satisfactocy
re:fo:mncc, the tenuzre o2 the prog-am manacer should be
ong enough t o  provide continuity ané per sona,s

0 Ccouz: Ability.

e. Upon designation, the Program meaager ghould be
given budges guidance and 8 witten ehazter of his
acthority, cresponsibility, end ® ccouxahility fo2
& ccomplishing agpsovedpPr ogr amebjectives.

Z. agency technical managenment ¢ & Governmens
laboratories should be considered <for paztisipation | N
ageneym Ssion anal ysi S, evaluatien oOf alternative systen
design concepss, and support of all developmens, test, and
o vrlurtion o f forts.

§. Agencies are encorraged to wozrk with ezch other to
fcstes technoleogy transfer, Prevent uawarranted duplication
of technological efforts, rtduet system costs, FPromdte
stencardization, and help create and maintain & compeiitive
environnent for an acguisition.

9. Xey decisisms, Technical and program decisions noTmally
will be made st the level o f t h e agency gomponens orc

eperating aetivity. However, the following four key
%ecasion points should be retained and made by the agency
erd:

(Ne. A 109)
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a. ldentification and definitior of a specific mission
need to be fulfilled, tre relative priericy assigned within
the agenecy, and thegerneralmagnitude Of resources that nay
be invested.

b. Sel ection of competitive system design concepts to
be advanced to a test/demonstration phase or authorization

t 0 proceed witk the Ccvclopmcnt Of a noncompetitive (single
concept) system.

~ €. Commitmentof a systemtofull-scal e developmentand
lrmtcd production.

d. Commitment of a System gofuil production.

+0. Determnation ef nm ssion_needs.

8. Determnation of misgien need should be based ez an
analysis of an agency's mission reconciled Vith ovesall
capabi i%“ )Pn orities and resources. when analysis of aa
[ IRE0) v OXeXOE  shows that a need for a new major systenm
exists, such a need should not bedefined in equi pnent
terms, but should be defined interns of the missien,
parpose, capability, 0 gency ecomponents Involved, schedule
2@ cost objectaives, and cperating constraints. A M SSioON
reed may result froma deficierey 4n existing agency
capabil1ties or the decision to estabiish new capabi |l rtiics
in respanse to a czecnnoicgically feasi bl e opportunity.
Missior needs are indcpendént Oof any particular system or
technological solution.

b. Where an ® (ency has more than one component
involved, the agency will assign the roles and
zesponsibilities Of each comporent at the time of the $irse
xevy gecision. The agency may permit two O more agency
compcrents to SPONSOr eompetitive system desi gn concepts in
oréder to foster innovation and competition.

C. Agencies rhould, as required to satisfy m SSion
ressonsibilities, contribute to the teechnolegy base,
effectively utilizing bsth theprivate sector and Goverament
sazoratories ant in-Nouse technical centers, by eonducting,
supporting , Or Sporsorang: .« Research o fyStCm desien
concept studics o DProof of concert work Expl oratory
subsyster development o Tests and evaluations. Applied
technolosy effor:s oriented to system devel opnents shouléd be
performed in resporse to approved mission needs.

(No. A-109)
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11. Alternative svstems,

a. Alternative system design conctpts Will bt exglozed
within thtcontext ofthe ® (gtNCYy S niSSion needandprogram
objectives-=with enphasis on generatiag ianovazion an
conct ptur| conpttition from industsy . Benefizs (0 bt
dcrivtd shoul d bt optimized by cempetitive explorazisa of
alternative S%/sttm design concepts, and trade-effs O f
capabilisy, schidulr, andesst. Care +x0402 be ® xtrcised
during tht iaitial sttps Of the acgquisizion process ags to
confozrm NI SSI ON needs or program objectives t O any known
systtns or products that i ght fereclese considerazion of
® [tt:nttZvts.

b. Alternative systtm desien conctpts will he sgoiizited
from A broad base Of qualified' firms. | N ordes t o0 achieve
tht most priftrrtd system solitiea, enphasis will be placed
on innovation and eempetition. To this end, participation
of gmaller and newes businesses should {N @ zcou:agtC
Concepts W || bt primarily solicited ¢zem private industry:
ané when beneficial to tht Geverameas, foreign technolegy,
and equl pnent may be considered.

¢. Federal | aboratories, fedezally fundeZ reseazch and
development centers, education8l institutions, andether
not-for-profit organizazions may- also be considered as
sources f OI competitive syswen design concepts. Ideas,
concepts, or technol ogy, devel optd bv . Goverament
laboratories or at Government ® xmnse8 MRy he made available
to private 4industsy throuch the procuremens process Of
throughot her @ staSlishtd procedures. Industry proposals
may bt made en the basis of these 4{deas, concepss, @ d
technology or on the basis of feasible® Ittraativts which
the proposer considers superior.

d. Rtstarch and development efforts should empaasize
early corpetitive @ xplozationof ® Itetnatives, asrelatively
inexpens ivt insurance against premature O r preosdained
choice of a systtm that mayprove t0 be ® ithtr more eestly
or less effective.

e. Pequests for alternative system design conceps
PTopesals will explain the MIission ntcd, schedule, €98%,
Lapatility objectives, and operating constraines. FEach

Oileror  Wwill 'he free to proposehi s own technical approacs,
main design features, subsystens. apd @ Ilttrnativis %o
schedule, cost, and capahility goals. |Nn tht conceptual anc
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lest than full-scale devel opment stages, contractors shoulé
notbe rcsttittcd bydetailed Govtrnnent specifications and

standards.

f. Selections from conpeting system design corcept
propesals will he baseder a review by at_egr\o experss,
ee

preferably fremi nsi de andoutside ther eSponsi orponent
develogmesnt Organi zation.  Such e omexme W |1 consider: (1)
Proposed systen functionsl and performance capabi |l i aties to

meet mission needs and program Obj ectives, including
resources required and benefits to be derived by trade-offs,
where feasible,  among technical perfcrmance,” ® cqGisitio3
costs, ownership costs, tfme to develop anéd procure; and (2)
The relevaat acconplishnment record of ecompetitors.

g¢. During the ynceztaia perfcd of ideatifying and
exploring alternative system deSi gn concepss, contrasts
covering relatively short” eime periods a planned dollar
levels ‘Wil be” used. Timely technical  reviews oOf
alternative system desi gn conceptsvwill be made t o effect
the orderly ® |in.inatfon of thoseleastattraczive.

h., Contractors shoul d be previded vith ope“qtfionll ttsf
conditions, msSSion performance eciteria, and [ife cycle
cost factors that will be wusedd by the agen I N the
evalustion and selection of the system(s) for ?uﬁ’- scrie
develeoprant andpr oducti on.

. 4., The participatirng contractors should be provided
With relevant operational andsupport experie=ce saizough the
progran manager, as necessary, in developing perfsrmance and
other requirements foreach ® |ttrnative systen cesign
concept as tests and trade-offs are made.

3. Development of subsysttnt that are intended to be
included Iin a mejor system ® eqtzisition program will be
restricted to | ess than ?ul |y dtsigntd hardwaze (full-scale
devel opment ) until thesubsystemis identified asa partct
a System candidate for full-sCal e devtlopncnt. Exceptions
may be authorized by tht agency headi f thtsubsysttrr.s are
long | ead time items that fu¥f| [l a recognized” gtncric need
orif they have a high pottntial for eommsn use among
several existing or future systems.
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12. pemonstrations.

a. Advancement to a competitive test/demenstrazicn
phase nay be tpprovtd when the agency's missicn need and
progras objectives aze reaffirmed and whea o OMORSE)H
systemdesignconcepts are selected.

b. Major system aC%UI Sition programs will be structured
and resources piznned to demonstrate and evaluate competing
alternative SYyStem designconcepts thachavebee:, selec:ed.
Exceptions may be agushorized by the agency head if
demonstzationi s notfeasi bl e.

€. Development of a gingle system design csncept ghas

has n 0 t been competitively selected shouléd b e cersiceres
only if duszifieé by hi“’" such 33 ureency of need, of by

the phnys,| cal and financial iTnpracticality of" demeassratiag
o [te:ndtives. Proceeding wath the develcyment of .3
noncenpetitive (singie concept) system may be avshsrised by

the tqincy head, Strong agency progrem management and
techni cal” direezion sShoul d deused f Or systems sthas have

been neither competizively sSel ected nor demonstzated.

13. _Pullegeple covelopment and preducticn.

8. Fullescale development, including limited
production, MmMay be approved when the agency's missicn neel
and progzam Obj eetiver ace :n!!imeg and competitive
denmonstration results verify that the chosen systendesign
concept(s) | S sound.

b. Full production nay be appzeved Vhin the sgency's
mission need arnd program objectives art resffizmed and when
systtn performance has been satisfactorily testel,
independent of the agency <develorment and  user
orcanizations, and evaluated in an tnviroantnt that e ge=m.
denmonstration in expecied operational conditions.
Exceptions to independent testing nay be authorized by the
tqtncy  head under such circumstances as physical ez
financial inpracticability orextcemsusgency.

€. Sel ection of e gystem(s) and contrassor(s) for full-
scale development and production IS to be made on the >asis
of (1) syszem performance measured against gurcent mission
need and progrsam objectives, (2) an evaluation of estimates
acquisizion and ownership ecsts, and(3) Such £faczcss as

‘“O- 3'199)
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contractor (8 )} demonstrated  management, financial, ane
technical capa®iiities tO meet program obj ecti ves.

d. The pregzam manager will nonitor system tests and

contractor progress in fulfrlling system perfornance, ecosz,
and Schedule c¢ommi tments. Significant actual 0: ferecast
variances W Il be brought tO theottcnticn of the

® pptogriatc managementauthority forecorrectiveaction.

14. _Budcetirc and_financine. Begi nning wieth FY 1979 all
agencies w.il, as part of _t%e budget process, present
budgets 1 n terms Of agency M SSI ONS In consonance wish
Section 20! (i) of the Pudget and Accountina Acs, 1921, as
added by Sectien 601 of the Congressional Bsudge: 3ot of
1974, and IinNn accordance with ov3 G rcular A-11. In so
doing, the agencies are desired to separately icdenti?
research and ©evelopment funding for: (1) The genezal
technology base in support of #2321 8 “cenecy's oeverall ni ssions,
(2) The specific development effort?; in  supgort cf
alternative system design concepts to @ ¢ccoqlish each
M SSi 0N  need, and (3) Full-scale developments. EAcCh agency
should ~ ensure that research and "development (S not
undesirably duplicatec across i tS missions.

15. Informetion to Concress.
8. Procedures for this purpose will be devel oped in

Conjunction vith the 0ffice Of Managemeat and Budget and the
var iou s commi ttecs of  Congress _having ~oversight

res_}:cnsibility for agency acti vitl es. Beginning vith ry
1979 budges each agency wll inform Congress in the normal
budeet process about agency m Ssi ons, capabilities,
defi ci enci es, and needs and Objectives relazed t O

®  tquisitio3 programs, in consonance W th Seczion 601(i) eof
the Congressi onal Budget Act of 1974,

b. Diseclosure of the basis for an agency decisient O
proceed vith 8 single system design concept without
competitive selection and demonstration will be made t® the
congrcssional authorization and appropriation committees.

€. Imslementation. M)} agencies will work glesely vith «te

O fice of Management and Budget 1IN resolving al.
irplementatien problent.

17. Submissions to Office__of Manacement and  Budeet.
hgencres will sub@it the following [0 OrS:
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8. Policy @&ireztives, regulations, rnd guiégling! as
they ate issued.

b. wiehin six months after the date o this Cirsules, a
tint-phased aetion plan for pmeeting the seguiserents ol wni
Cfr eulaz.

. Periodicall the agency  approved  excepsicns
pemgr.:ed undes t.'uy 'provisions of this Cizcular.

This {nformation will be used by the OMEB, in icdert
rajor system acguisitien tcends and ia nd
implementations of this policy.

. Incuiries. All gquestions Oz inguiries shou[d be
:?a tssez  te the o:‘:'.=.,q ,\é.-nini;g:agpz for Federal_?:oc.-:e:-..e::.
Policy. <Telephone numder, area ceoce, 202-355-4€77,

.~ }
~1;:Z§£;7</227255222?4:-...

BUGH E. wITT
ADNIMISTRAATOR FOR
FEDZXAL PROCUREMINT POLICY

Loproved:
A/‘
4 p -

7w ) )
/ JaMES T. LVIN
¥ DIAZSTOR
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