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1.0 Introduction.  The firm of Arthur Andersen was requested by memorandum dated February 8, 2001, Dr. J Jarrett Clinton, ASD(HA) and supplementary memorandum dated March 7, 2001, Dr. H. T. James Sears, to conduct an internal assessment of management oversight of TMA/HA contracting activities.  The assessment team used FY2000 data to review all TMA contracting activities except TMA purchased care contracting.  On May 15, 2001, Arthur Andersen delivered their final report and the Executive Director, TMA tasked the Acquisition Management and Support Director to develop an implementation plan for all the recommendations within 30 days.

During the briefing of the implementation plan to the TMA Executive Director, two options were presented. 

· Option 1 

· This option included a comprehensive contracting process, training and automated contract tracking

· The estimated cost for Option 1 was $1.5 million

· Option 2

· This option included a comprehensive contracting process, training, and a contract management information system

· The estimated cost for Option 2 was $2.7 million  

At the conclusion of the briefing, the TMA Executive Director selected Option 1 to be implemented and funded.  This plan contains sections that are specific to Option 2.  Those sections are highlighted and marked because they are not part of the approved option (Option 1).

2.0 Overview of Report Findings.  The Arthur Andersen report, hereafter referred to as "the report", identified nine weaknesses, and nine corresponding recommendations for improving TMA/Health Affairs contracting activities.  These findings are identified below.

· TMA needs to develop a comprehensive contracting process,

· AM&S needs to manage the TMA contracting process,

· AM&S and OGC need to establish risk criteria to identify OGC’s role in the contracting process,

· AM&S needs to identify DSS-W as TMA’s first option for contract procuring office,

· AM&S needs to establish performance criteria requirements for other DOD and external Federal contracting agencies,

· AM&S needs to coordinate with other DOD and Federal agencies to improve flow of contractual and financial transactions,

· AM&S needs to implement procedures to ensure all PRWs are approved by TMA Directors or their Deputies,

· AM&S needs to establish a training program for PMs, and TMs,

· AM&S needs to develop and maintain a centralized contract management information system.

2.1 TMA needs to develop a comprehensive contracting process.  The report finds that the current TMA process does not ensure that the Acquisition Management and Support (AM&S) and Office of General Counsel (OGC) Directorates review contracting actions.  The exclusion of consistent involvement of these two directorates increases risk to the organization and has, in fact, resulted in recent incidents at TMA.  The report recommends that TMA institute a formal contracting process that includes defined criteria for involvement of AM&S and OGC.

2.2 AM&S needs to manage the TMA contracting process.  Although the AM&S' stated mission is to serve as the key office to support the TMA contracting process, many contracting actions are undertaken by TMA without the participation of the AM&S.  The report recommends that AM&S be granted authority to manage all TMA contracting actions.  The report specifically addresses the need to involve AM&S in contract planning activities (including strategy development and selection of contracting agencies).  It further indicates that AM&S should determine criteria for contracting actions to be reviewed by OGC.

2.3 AM&S and OGC need to establish risk criteria to identify OGC’s role in the contracting process.  The OGC should participate with AM&S in determining what contract actions require OGC review and approval.  This should include identification of risk criteria, which, when met, would trigger review by the OGC.  

2.4 AM&S needs to identify DSS-W as TMA’s first option for contract procuring office.  AM&S has established an agreement with the DSS-W to provide contracting services for all non-purchased care contracts and has plans to establish an agreement with another agency to provide similar services.  However, various TMA directorates have by-passed the AM&S, using external contracting agencies to prepare contracts on a fee-for-service basis.  These fees range from one to eight percent of the cost of the contract, and represent a significant burden to the, already tight, TMA budget.  The report recommends that TMA Directorates be directed to use the AM&S pre-paid contracting services.

2.5 AM&S needs to establish performance criteria requirements for other DOD and external Federal contracting agencies. AM&S should establish procedures for those instances when TMA will need to use external, fee-for-service contracting agencies.  This should include criteria and approval requirements for use of these agencies, as well as requirements for the external agencies to use when executing TMA contract actions.  External contracting agencies should not be used without first establishing a Memorandum of Agreement (MOA).  Specifically, the report recommends that TMA require agencies to:

· Brief TMA/AM&S on their contracting process and timelines; 

· Provide a data stream to DFAS accounting to ensure disbursement/obligation match,

· Provide TMA (PM, AM&S and RM) with copies of all contractual documents,

· Notify AM&S of award concurrent with contractor notification of award.

2.6 AM&S needs to coordinate with other DOD and Federal agencies to improve flow of contractual and financial transactions.  AM&S should coordinate with DFAS and other related agencies to create streamlined processes for transmission of contractual and financial documentation.  The non-standard approach to transmission of such documentation increases the risk of errors and "assumptions", which, in turn, lead to errors.

2.7 AM&S needs to implement procedures to ensure all PRWs are approved by TMA Directors or their Deputies.  Because most procurement decisions are made by the Program Manager, it is important that PRWs be given an "independent" review to ensure separation of duties.  Therefore, the report recommends review/approval of all PRWs by either the Director or Deputy Director of the affected TMA Directorate.

2.8 AM&S needs to establish a training program for PMs, and TMs.  It is important that the TMA staff personnel who work with contractors develop and maintain a working knowledge of the policies, regulations, and business processes related to acquisition and contract management.  This training program should address the boundaries of government roles and responsibilities, nuances unique to TMA and AM&S, training on procurement integrity and ethics, and familiarization with new/ emerging trends, policies, and regulations.

2.9 AM&S needs to develop and maintain a centralized contract management information system.  AM&S currently monitors and retains files on all contracting actions that they perform.  However, it is increasingly important to be able to track and manage contract data at the TMA level.  Therefore, the report recommends that AM&S procure or develop an automated system to track, monitor, and report on the status of all TMA non-purchased care contract actions.  

3.0 Implementation Plan Assumptions.  This implementation plan assumes the following:

· There will be no additional funding available to TMA in FY 2001

· A data call will be a key early step to collect and assess current and future contracting requirements

· AM&S will receive funding in advance of all FY 2002 implementation efforts

· Funding decisions will be at the TMA Executive Director level

4.0 Implementation Process.  

4.1 Task Organization. A review of the nine recommendations of the report, indicates that these nine areas can logically be grouped into three main categories:

· Development of a comprehensive contracting process

· Development and implementation of a supplemental training program for TMA Program and Task Managers.  

· Development and implementation of a Centralized Contract Management Information System

The implementation plan option selected by the TMA Executive Director did not include the Centralized Contract Management Information System.  It did include an automated contract-tracking tool for the electronic reporting of contractor performance, burn rates, and contract office performance metrics.  A discussion of each area follows in Sections 5, 6 and 7.

4.2 Constraints. The major constraints to implementing these recommendations consist of:

· Time – certain critical process changes must take place as soon as possible

· Staff – implementation planning must consider current TMA capabilities 

· Funding – implementation of many recommended actions will require additional resources

4.3 Actions Subsequent to the Report.  Beginning on June 21, 2001, TMA RM began forwarding all contract actions of $1 million or more to AM&S for contract management.

4.4 Phased Approach. Implementation of the report recommendations will be accomplished in six phases (Phases 0 through V).   Phase 0 is underway.  Phases I through V are dependent upon TMA Executive Director approval of the implementation plan.  All phases except for Phase I will require additional funding before any work can commence.  Phases are described below and shown in more detail on the attached implementation timeline.

4.4.1 Phase 0 has begun.  AM&S is reviewing and managing all contract actions valued at $1 million or more.  A data call has been issued to determine the projected FY01 4th quarter and FY02 contract actions for contracts valued at $100,000 or more.  Results of the data call are due July 20, 2001.

4.4.2 Phase I will commence upon approval of this implementation plan.  The paper-based acquisition process will be revised.  A uniform process for receiving and reviewing acquisition packages will be established.  If approved in July 2001, Phase I will be completed in October 2001.  Phase I will not require increased AM&S funding in FY 2001.  However, Phase I will not result in any increased acquisition service capacity, training, or major business process reengineering.

4.4.3 Phase II will commence upon the release of resources by the TMA Executive Director.  Phase II will consist of TMA acquisition business process reengineering planning and analysis; AM&S structure, capability and performance criteria assessment, and training requirements development.  

4.4.4 Phase III will commence upon the release of resources by the TMA Executive Director.  This phase will consist of implementation of Phase II business process reengineering and implementation of the acquisition-training program.  It will also provide for increased contracting capacity.

4.4.5 Phase IV will commence upon the release of resources by the TMA Executive Director.  This phase will consist of initial planning for the Centralized Contract Management Information System.
4.4.6 Phase V will commence upon the release of resources by the TMA Executive Director.  This phase will consist of implementation of the Centralized Contract Management Information System.
5.0 Develop a Comprehensive Contracting Process.  

5.1 Designate AM&S as the Central Contracting Activity for TMA.  The most important aspect of the study recommendations is the centralized management of the TMA contracting process by AM&S.  This is consistent with the recently approved TMA Charter.   

5.1.1 AM&S will define its process for end-to-end management of all non-purchased care acquisitions and will determine the most efficient and effective process from receipt of the acquisition package to contract closeout.  An early step in this process will be to conduct a data call to survey current and planned contract activities.   This information will allow management to target potential savings in contracting service fees.  It will also identify the workload currently being processed by external contracting agencies.    

5.1.2 Throughout the implementation process AM&S will coordinate as necessary with the staff of other TMA Directorates.  This process began with a one-day session to obtain feedback from directorate representatives.

5.2 Clarify Relationship with "Preferred Contracting Agency".  AM&S will identify "preferred contracting agencies" as TMA's first option for contracting support.

5.2.1 AM&S will develop standard selection criteria to select "preferred contracting agencies".  The criteria will address the following points:

· Customer satisfaction

· Compliance with TMA policy and procedures

· Staff experience and availability

· Agency experience

· Disbursement office 

· Familiarity with DOD acquisition and healthcare guidelines

5.2.2 AM&S will develop standard performance criteria for all "preferred contracting agencies" and make them part of future MOAs, to include updating the Defense Supply Service-Washington MOA.  The criteria will address the following points:

· Expected procedures

· Expected timelines

· Expected expertise (Contracting Officers, Legal)

· Required reports, notifications and documentation

5.2.3 To minimize the potential for financial accounting errors, in cases where external federal contracting agencies must be used, the MOA with those agencies must require that a data stream be provided to DFAS accounting to ensure disbursement/obligation match. 

5.2.4 To provide the necessary increased capacity called for by the study recommendations, AM&S will establish a Memorandum of Agreement with at least one additional "preferred contracting agency".  This approach will instill positive competition and incentives in all "preferred contracting agencies" to perform efficiently and effectively. 

5.2.5 Circumstances may arise which preclude the use of a "preferred contracting agency".  AM&S will develop and cite circumstances and criteria for granting exceptions for the use of other DOD and external contracting agencies.  

5.3 Apply Standard Performance Criteria for Other DOD and External Federal Contracting Agencies.  To improve the effectiveness, management and responsiveness of contracting agencies not designated as "preferred", AM&S will develop and use standard performance criteria as indicated below:

5.3.1 In conjunction with RM, AM&S will implement procedures to standardize the flow of contractual data.

5.3.2 Specify in writing the use of the DFAS (Indianapolis) disbursing office (for all DOD agencies).  In cases where an agency not designated as “preferred” must be used, the MOA with those agencies will require that a data stream will be provided to DFAS accounting to ensure disbursement/obligation match. 

5.3.3 To the extent possible, the same standards of performance used for "preferred contracting agencies" will be made a part of all MOAs, MOUs, ISSAs and other forms of bilateral contract support agreements.

5.4 Define Risk Criteria Requiring OGC Involvement in Contracting Process.  In conjunction with OGC, AM&S will implement criteria and procedures for OGC review of contract strategies and will include mechanisms for OGC to provide counsel regarding sensitive procurement actions.

5.4.1 This process may include but not be limited to the following risk criteria:

· $1 million or more CAAS contract

· $10 million or more in total contract obligations (other than CAAS)

· Potential conflicts of interest

· Intellectual property rights 

· Upon request of PM or AM&S

· Major Acquisition Strategy for a requirement

5.4.2 AM&S will work with OGC to implement an acquisition control process that provides triggers to insure OGC review of proposed acquisition actions when indicated by appropriate risk criteria.

5.5 Implementation of the Acquisition Package Workflow Process.  AM&S will establish procedures to ensure review of all acquisition packages for appropriate signatory approval.  

5.6 Planning and Analysis for Acquisition Management Business Reengineering.  As part of this implementation plan, the AM&S role will be further defined, described and reengineered under the framework of the TMA Charter.  Specifically, this will include:

5.6.1 In conjunction with RM and representative program offices, AM&S will define its participation in program activities such as: 

· The annual acquisition strategy

· Tailoring acquisition vehicles to support TMA priorities

5.6.2 AM&S will also define standard reporting requirements for TMA managers, such as:  Directors/Deputy Directors, PEO, PMs and TMs.  AM&S will implement an automated contract-tracking tool for the electric reporting of contractor performance, burn rates, and contract office performance metrics.

5.6.3 In conjunction with RM and representative program offices and customers, AM&S will define its participation in pre-award activities, such as:

· Transition plan requirement

· Contract planning

· Contracting strategy
5.6.4 In conjunction with RM and representative program offices and customers, AM&S will define its participation in post-award activities, such as:

· TMA execution review process

· Monthly PM and contractor reviews

5.6.5 AM&S will establish appropriate performance measures, such as:
· Government cycle time

· Procurement Administrative Lead Time (PALT)
· Acquisition Package Lifecycle Times
· Government compliance measures
5.7 Identify Resource Requirements for AM&S Expanded Mission.  After assessment of all the centralized management requirements called for in the study recommendations, AM&S will review its organizational structure, internal capabilities and resource requirements.

5.7.1 AM&S will assess the organizational impact of all proposed implementation actions.  AM&S will assess staff, office space, and funding needs in light of revised missions and responsibilities including funding requirements for training TMA personnel in new processes and implementing required procedures.  Resource requirements will be submitted for TMA Executive Director approval.

5.7.2 AM&S will determine and recommend changes to short-term and long-term resource options.

5.7.3 In conjunction with its review of structure, capabilities and resources, AM&S will establish performance metrics to measure the success of this implementation and its effect on customer service, such as:

· Customer satisfaction

· Compliance with DOD procurement objectives such as, competition goals, small business goals and performance-based contracting 

· Workload efficiency

6.0 Develop and Implement a Training Program.  AM&S will develop and implement an acquisition training program to support TMA managers in developing knowledge of their roles, responsibilities and limitations within the acquisition process.  This training will supplement and enhance, but not replace or duplicate, the formal training required of TMA managers from sources such as DAU and DCMC.

6.1 Identify Requirements for a Training Program.  AM&S will document the goals and objectives of the acquisition training program.

6.1.1 Upon TMA Executive Director approval of the training portion of this implementation plan and decision to provide funding, AM&S will develop training program goals and objectives.

6.1.2 Based on TMA Executive Director guidance, AM&S will identify and prioritize the target audience for future training sessions. 

6.1.3 Potential topics will be developed by AM&S after coordination with RM, OGC and other TMA directors.  Some potential topics include:

· Procurement integrity/ethics

· Conflicts of interest

· Contracting service capabilities
· CAAS requirements
· Inherently governmental functions
· Evaluating technical and cost proposals
· Reviewing technical deliverables
· Writing statements of work and task statements
· Role of Task Manager
· Appropriate role of contract personnel
· FAR requirements

6.1.4 AM&S will identify existing training programs and materials that may satisfy some of the acquisition training program goals. 

6.2 Develop Training Approach and Schedule.  AM&S will develop an overall training approach.  AM&S will apply best practices of the TRICARE Financial Managers Education Program and will also use Web-Based training modules where appropriate.  AM&S will document its training approach and will schedule training sessions as necessary.

6.3 Implement Training Program.  AM&S will augment or adopt existing training vehicles and materials whenever appropriate.  Where appropriate courses or materials do not exist, AM&S will coordinate with RM, OGC, other TMA Directors and selected Program Managers to develop and present supplemental training modules.

6.4 Revise Training Program.  AM&S will update and modify the acquisition training program as necessary to accommodate new program topics or acquisition topics of interest to the TMA leadership.  

7.0 Implement the Centralized Contract Management Information System.  AM&S will coordinate with appropriate TMA representatives to implement a centralized contract management information system 
7.1 Designate AM&S as System Proponent.  Because the Centralized Contract Management Information System will likely involve using an existing product and will support users throughout TMA, AM&S will manage overall system implementation.  The implementation will take place in two phases:
· Initial System Planning and Preparation
· Implement System 

7.2 Initial System Planning and Preparation.  This phase will begin with a system planning Go/No Go decision and a decision to make funding available, by the TMA Executive Director.  

7.2.1 A Need Statement will be developed by AM&S after coordinating with appropriate TMA representatives.  

7.2.2 AM&S will analyze potential alternatives and recommended a course of action for system implementation.
7.2.3 A Requirements Document will be developed by AM&S in conjunction with RM, other TMA Directors and representative Program managers to insure that each individual system operational requirement is identified, fully described and given a priority designation.  Some potential requirements include:
· Integration with the E-Business Solution Architecture
· Web-based user interface
· Record and report by contract, and IT program
· Automated SOW development/review and proposal submission
· Electronic documentation library
· Text search capability  

7.2.4 AM&S will work with appropriate TMA representatives to develop a Data Interface and Security Plan that reflects the required system interoperability and addresses security measures to protect the data contained within it or accessed by it.
7.2.5 AM&S will develop cost estimates and will examine the benefits of the proposed system.
7.2.6 Before a system can be implemented, certain aspects of the TMA contract management business process must be examined and reengineered.  This process will take place with the cooperation of RM, OGC, other TMA Directors, and representative Program Managers.  

7.2.7 AM&S will develop and document an acquisition strategy that satisfies the system implementation goals and timeline.
7.2.8 The documentation generated in the system planning and preparation phase will provide the basis for the TMA Executive Director to make a Go/No Go decision regarding implementation of the system and direct the release of associated funding.
7.2.9 AM&S will develop a statement of work and award a contract to conduct independent validation and verification (IV&V) of system functionality.
7.3 Implement Centralized Contract Management Information System.  This phase will begin with a positive Go/No Go decision from the TMA Executive Director, following review of the system-planning documentation.  This phase will address the most pressing system needs within funding constraints.
7.3.1 AM&S will select the system that best meets TMA’s needs according to the approved requirements and acquisition plan.
7.3.2 AM&S will develop a Test Plan documenting the procedures and sequencing necessary to insure the system performs as expected.
7.3.3 AM&S will develop the metrics and processes to access the level of system performance once it is operational.
7.3.4 AM&S will test the modified system according to the Test Plan and record the results. 

7.3.5 Upon completion of system testing, the Director, AM&S will decide whether to proceed with implementation or make system modifications.  

7.3.6 Upon a decision to implement the system, AM&S will coordinate with RM and other TMA directors to bring the Centralized Contract Management Information System on line and activate any associated processes.
7.3.7 AM&S will work with system users and administrators throughout TMA to insure that the system is functioning correctly and is used and maintained as designed. 

7.3.8 AM&S will establish a process to maintain and upgrade the Centralized Contract Management Information System and will assess the need and timeline for future system enhancements.
8.0 AM&S Implementation Timeline.  (See Attachment)
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