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SUBJECT: DoD High Performing Organizations (HPO)

References:
(a) National Defense Authorization Act for Fiscal Year 2004, Sec.337. High-Performing Organization


Business Re-engineering Pilot Program



(b) Office of Management and Budget Circular A-76, Performance 
of Commercial Activities,


May 29, 2003

(c) Baseline Costing for Public-Private Competitions, 



August 4, 2005

(d) Data Dictionary for Alternatives Initiatives module in

DoD Commercial Activities Management Information System



(DCAMIS), TBD
1. PURPOSE.  This Department of Defense (DoD) HPO policy provides the Department’s standard methodology for the establishment, implementation, and tracking of HPOs.  The DoD Competitive Sourcing Official (CSO) shall be responsible for the DoD HPO Program and the Director of the Housing and Competitive Sourcing Office, Deputy Under Secretary of Defense (Installations and Environment) (hereafter referred to as H&CS) shall provide for oversight of this Program.

2. APPLICABILITY.  This policy applies to the Office of the Secretary of Defense, the Military Departments, the Chairman of the Joint Chiefs of Staff, the Combatant Commands, the Office of the Inspector General of the Department of Defense, the Defense Agencies, the DoD Field Activities, and all other organizational entities of the Department of Defense (hereafter referred to collectively as “the DoD Components”).  
3. DEFINITIONS.  Terms and definitions contained in references (a) and (b) are applicable to this policy document.  Terms not defined in these references are defined below.

3.1.  A-76 HPO.  A most efficient organization (MEO) designated as an HPO by the CSO.  Reference (b), Attachment B.E.5.b.
3.2. Business Process Re-engineering (BPR) study.  The fundamental redesign of processes to bring about improvements to performance standards that can be quantified and measured using contemporary business lines such as cost, quality, and service.

3.3  DoD HPO Program.  A program in DoD that designates selected organizations as meeting high performance standards and achieving cost savings or cost avoidance.  In some cases this designation is an alternative method to a public-private competition. (Reference (b), paragraph 5.c. 
3.4  High Performing Organization (HPO).  A structured activity or group of activities whose performance exceeds that of comparable providers at a reasonable cost, whether public or private.

3.5  HPO Nomination Package.  The documentation submitted by a Component Competitive Sourcing Official (CCSO) to the DoD CSO requesting designation of an organization as an HPO.  

3.6  HPO Pilot Program.  Statutory authority (reference (a)) for DoD to designate eight DoD organizations as HPOs through the conduct of business process reengineering.  DoD HPO Program monitors these HPOs.
3.7.  Incumbent Organization.  The structure of the activity or group of activities before establishment and implementation of an MEO or HPO. 

3.8.  Performance Metric.  A standard measure to assess performance in a particular area.  Metrics are at the heart of a good, customer-focused management system and any program directed at continuous improvement.  A means to quantify and measure performance to determine if performance meets an expected level of service
4.  Policy.  Competition is the preferred method for ensuring the most efficient operation of a function within DoD.  In instances where competition is not the most cost effective and advantageous approach, components may apply for status as a designated HPO in accordance with the guidance provided here.

4.1.  The CSO shall be the approval and termination authority for all DoD HPOs.

4.2  An HPO shall be based on a BPR study or an MEO resulting from competition with the private sector.

4.3  A CSO designated HPO under the Pilot HPO Program or DoD HPO Program shall be implemented by the CCSO within the fiscal year of designation.

4.4  An MEO designated as an HPO shall be limited to no more than three years starting on the last day of the last period of full performance included in the public-private competition. 

4.5  The CCSO shall track execution of the HPO for the performance periods designated in the Letter of Obligation (LOO) using the Alternative Initiatives module in DCAMIS.

4.6.  The CCSO shall submit an HPO Annual Report for each HPO to the CSO with a copy to the Director, H&CS by the end of each calendar year. The data submitted shall be for the most recent performance period completed by the HPO.  The lag time between the end of the fiscal year and the 15 December report due date is to allow time to close out the financial records of the last fiscal year.    

5.  Procedures.


5.1.  HPO Submission and Approval/Disapproval


5.1.1  To obtain CSO approval of an HPO, the Component Competitive Sourcing Official (CCSO) shall complete a BPR study or analysis of MEO performance and submit an HPO nomination package if supported by the results of the study or analysis.


5.1.2  The CCSO shall submit an HPO Nomination Package to the DoD CSO with a copy to the Director, H&CS.



5.1.3  The Director, H&CS shall review and evaluate the HPO nomination package, and upon completion of the HPO establishment procedures, forward the HPO nomination package to the DoD CSO with a recommendation for HPO designation or disapproval.

5.2  HPO Nomination Package for a Pilot HPO, A-76 HPO or DoD HPO.  The CCSO shall submit an HPO Nomination Package to the DoD CSO.  The HPO Nomination package shall include: 


5.2.1.
Designation of annual performance periods.

5.2.2.
Identification of the activities and authorizations (civilian and military) by location with an organizational chart of the incumbent organization and, if applicable, the projected HPO.

5.2.3.
Calculation of baseline costs, documented using the latest version of COMPARE in accordance with reference (c), based on the incumbent organization.

5.2.4
Calculation of the projected costs of the HPO on an SCF using the latest version of COMPARE even if alternate costing approaches to track the HPO costs are identified in the HPO nomination package.    
5.2.5.
Documentation of the baseline performance standards for the incumbent organization. 

5.2.6.
Identification of the performance metrics that will be used to track during the HPO.

5.2.7.
The Performance Work Statement (PWS) or a requirements document identifying the technical, functional and performance characteristics of the needed requirements.  This document specifies the required outcomes and performance standards to be achieved and identifies the location, units, quality, and timeliness of the work to be performed.

5.2.8.
A Quality Control Plan (QCP) that will serve as the HPO’s self-inspection plan.  This plan shall describe the internal staffing and procedures that will be used to meet the quality, quantity, responsiveness, customer satisfaction, and other tasks in the PWS or requirements document.


5.2.9.
A Quality Assurance Surveillance Plan (QASP) that will be used to independently perform surveillance of the HPO’s performance with individuals not in the HPO.  This plan will document the methods, resources, and reporting needed to measure performance of the HPO against the performance standards in the PWS on a routine basis.    

5.2.10.  Copies of the signed MEO LOO and draft HPO LOO.

5.2.11.  HPOs Based on BPR Studies.  For these types of HPO Nomination Packages, the CCSO shall provide a report to document the BPR study results.  The report shall include, as a minimum, a narrative identifying the BPR process used, the results of the BPR study, projected efficiencies, expected savings, and rationale for not subjecting the activity to public-private competition.  



5.2.12.  Existing MEOs.  Paragraph E.5.b. in reference (b) allows the CSO to exempt an activity from recompetition if the MEO is designated as an HPO before the end of the last performance period if (a) a determination is made that continued cost savings justifies the extension, (b) these cost savings are documented via a COMPARE generated SCF/SLCF, (c) the extension is limited to no more than 3 years after the last performance period, and (d) a formal announcement of the extension is made in FedBizOpps.  For MEOs resulting from a completed public-private competition (i.e, cost comparison under the previous Circular or standard or streamlined competition under the current Circular), the HPO nomination package shall include a full copy of the DCAMIS record and a narrative confirming the following information.  

5.2.12.1.  The MEO is the result of a public-private competition (i.e., cost comparison, standard competition, streamlined competition) with a final decision rationale based on low cost.  To be a low-cost decision, an actual offer from a private sector or public reimbursable vendor shall have been received and entered on Line 7 of the Cost Comparison Form, Standard Competition Form or Streamlined Cost Form (CCF/SCF/SLCF) used to make the final decision.  For streamlined competitions performed using market research and analysis rather than a solicitation, the HPO nomination package shall explain how the original market research and analysis was performed and document that the resulting MEO has achieved or exceeded the savings projected in the public-private competition.

5.2.12.2.  The scope and grouping of the activities performed by the MEO continue to be consistent with today’s market and industry compared to a market that existed when the competition was performed.


5.2.12.3.  An accurate LOO was issued to the MEO that identifies each performance period used in the competition and reflects the agency tender submitted to the contracting officer in the competition. 

5.2.12.4.  The MEO was implemented in accordance with the phase-in plan in the agency tender that was submitted to the contracting officer in the competition.

5.2.12.5.  Post competition accountability of the MEO has been performed in accordance with the reference (b).  


5.2.12.6.  The MEO continues to meet the performance requirements and standards stated in the LOO and that these standards are consistent with the current PWS. 

5.2.12.7.  The MEO’s cost of performance is the same or less than the agency cost estimate on the SCF used to make a final decision and that cost adjustments are based on corresponding changes in the LOO/PWS or updates to standard cost factors. 

5.2.12.8.  The QASP and QCP have been updated to reflect documented changes to the LOO/PWS since the final decision.

5.2.12.9.  Regular performance assessments have been conducted in accordance with the QASP, that these assessments have been conducted by an individual(s) who is independent of the MEO, and that the quality assurance assessment substantiates that the MEO is meeting or exceeding the performance standards stated in the LOO within the MEO’s resources.  

5.2.12.10.  Quality control assessments have been regularly conducted by the MEO using a QCP (or similar self-assessment approach). 

5.2.12.11.  A revised SCF documents that a continuation of the MEO’s performance will continue to generate savings.  Use the latest version of COMPARE to calculate the MEO’s cost of performance.  The calculations and documentation necessary to represent the MEO’s costs consistent with the original agency cost estimate used to make the final decision shall be prepared.  The SCF shall be submitted as an attachment to the CCSO’s nomination package.  

5.2.12.12.  The following certified statement, “The agency cost estimate for the MEO has been calculated in accordance with the Circular and is based on the PWS in the LOO.  The costs entered on SCF Line 7 were validated by a contracting officer who conducted market research (in accordance with the FAR) to determine a fair and reasonable contract price for SCF Line 7.”  To determine a contract cost estimate for HPO nomination packages, Components (1) shall base the cost of market research conducted within six months of the nomination package, (2) shall not purposely select high-cost contracts, (3) may use an average contract cost, and (4) are not limited to the use of a specified number (e.g., five) of contracts for evaluation purposes.
5.3.  Implementing an HPO.  To implement a designated HPO, a DoD Component shall


5.3.1.  Make a formal public announcement at the local level to incumbent providers and via FedBizOpps.gov within ten working days after CSO designation of an HPO.  DoD Components shall use the format provided at Enclosure (1) for the FedBizOpps notice. 

5.3.2.  Issue the LOO to the HPO within twenty working days after DoD CSO designation of an HPO. 


5.3.3.  Establish a DCAMIS record for the HPO as required by reference (d) using the Alternative Initiatives module in DCAMIS.
5.4  Tracking Execution of an HPO.  To track execution of a designated HPO, a DoD Component shall:

5.4.1.  Track execution of the HPO as required by reference (d) using the Alternative Initiatives module in DCAMIS.

5.4.2.  Maintain the currency of the LOO/PWS during the HPO’s performance periods by documenting increased and decreased requirements in both the PWS and LOO within 90 working days of the change.  The QASP, QCP and other applicable documents shall also be updated within 30 working days of the LOO update.  


5.4.3.  Update the cost of the HPO using the latest version of COMPARE when changes are made to the PWS/LOO such as wage rates or requirements when such changes occur.  Alternate costing approaches to track the HPO costs may be used if identified in the HPO nomination package and approved by the CSO.    


5.4.4.  Surveil the performance of the HPO in accordance with the QASP to ensure performance standards and metrics are met and ensure the HPO is performing quality control according to the QCP.  

5.5.  HPO Annual Report.  Submit an Annual HPO Performance Report to the DoD CSO with a copy to the Director, H&CS at the end of each calendar year.  The format of this report is provided at Enclosure (2). This report shall indicate the following:

5.5.1  If the HPO is performing in accordance with the LOO.

5.5.2  If the projected savings identified in the HPO nomination package were achieved and if applicable, increased costs and reasons for such increases (e.g., requirements changes, inflation).

5.5.3  If performance is consistent with the performance standards and performance metrics are being met and maintained.  The report shall also address each performance metric identified in the original HPO nomination package.  For Pilot HPOs, identify performance improvements identified in the BPR study have been achieved as well as increases or decreases in knowledge, skills, or experience of the HPO staff.   



5.5.4  If goals are met, exceeded, or not met.  In cases where goals are not met, the report shall include a detailed explanation of the reasons for not achieving goals and an action plan to correct the deficiencies.

5.6  HPO Termination.  Based on the information conveyed and substantiated in the HPO Annual Report or the DCAMIS record, the DoD CSO may terminate the LOO before completion of the performance periods.  Reasons for termination include but are not limited to unsatisfactory performance, not meeting performance standards or metrics, or the increased cost of performance without corresponding changes to requirements or wage rates.  In such cases, the CSO shall terminate the HPO in writing and include the rationale for termination.
Enclosure (1)
Template for FedBizOps Notice
PUBLIC ANNOUNCEMENT OF DESIGNATION AS A HIGH PERFORMING ORGANIZATION (HPO) 

(D- Department of Defense High Performing Organization (HPO) of (insert the activities to be designated (e.g., public works, information technology, , transportation) performed by the ________________________ (insert the DoD Component Name (e.g., Department of the Navy, Defense Logistics Agency) and, as applicable, major command, claimant, subordinate activity) located at ________________________________________   (Insert the locations of the activities to be competed (e.g., Fort Belvoir, Virginia; Langley Air Force Base, Virginia; Arlington, Virginia)  

Document Type:  Special Notice

POC:  (insert appropriate point of contact)
Classification Code:  

Description:  THIS IS NOT A SOLICITATION NOTICE.  This notice represents the formal public announcement of the designation of a Department of Defense High-Performing Organization ( HPO) by the Competitive Sourcing Official (CSO).This HPO  performs (insert the activities as stated above) at (insert the locations as stated above) with  (insert total number) of DoD government personnel positions consisting of [(insert number) DoD civilians and (insert if applicable) number) of military.  Designation of these activities as an HPO is effective (insert start date of first performance period and end date of last performance period).  
The Department of Defense Competitive Sourcing Official, Mr. Philip W. Grone, Deputy Under Secretary of Defense (Installations and Environment), has designated this activity as an HPO.  The DoD Component Competitive Sourcing Official for (insert DoD Component name) is (insert appropriate name and title).  The HPO point of contact is (insert name, title, and phone number/email address).

ENCLOSURE (2)
ANNUAL HIGH PERFORMING ORGANIZATION (HPO) REPORT

PART I.  COST DATA

A.  HPO Costs:


COMPARE Baseline Costs (Original Baseline)

Actual HPO Costs for the previous annual (e.g., 1st, 2nd) performance period


Actual HPO Costs for the current annual performance period


Projected COMPARE HPO costs for the remaining performance periods 

Baseline Costs minus Actual costs for the current performance period
B.  HPO Savings:


DCAMIS projected savings (baseline)


Actual HPO savings the previous annual (e.g., 1st, 2nd) performance periods

Actual HPO savings for the current annual performance period


Projected DCAMIS savings for the remaining performance periods


Baseline savings minus Actual savings for the current performance period
C.  Narrative:  (Summarize the overall financial performance of the HPO and include detailed explanations for any cost growth)
PART II.  PERFORMANCE DATA

A. Performance Metrics:  (Identify baseline performance metrics in comparison to actual performance metrics as of the end of the performance period included in the repot.  


1. Narrative: (Summarize the overall performance of the HPO for the performance period included in the report.)


2.  Narrative:  (For Pilot HPO projects only) Identify any increased or decreased knowledge, skills or abilities of the HPO staff; identify any new workload, additional resources for any new workload, etc.  Respond to the following questions:  How has a skills imbalance been corrected?  How has training helped to increase knowledge and skills?  Include any other relevant supporting information.
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