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PHASE II: IMPLEMENTING THE PERFORMANCE DECISION

Overview

After the competition winner has been determined, the agency’s most important task is to establish an
enforceable agreement with the service provider. This document, whether a contract, MEO letter of
obligation (LOO) or fee-for-service agreement, formalizes the accountability of the service provider for
meeting the cost and performance standards agreed to in the competition process. The tasks outlined
in this section of the guidebook provide guidelines for establishing this agreement, as well as meeting
OMB requirements for competition milestone and data tracking.

Please note that this guidebook is not designed to cover the many tasks necessary to ensure a
smooth transition, such as personnel actions, major operation changes in systems and processes and
ensuring the right of first refusal clause is followed. It is designed to cover only those tasks that are
part of post-competition accountability.

Description of Key Tasks

Task II-1. For a private sector source, award the contract

The circular states that “the [contracting officer] shall award the contract in accordance with the FAR.”
6

The type of contract will determine various processes, procedures and actions that are utilized by the
contracting officer and his/her quality assurance staff to ensure that terms, conditions, performance,
and costs requirements are strictly adhered to as stipulated in the contract (contract includes
solicitation sections A-J.)

Task II-2. For an agency provider, establish the MEO letter of obligation

The OMB Circular No. A-76 states “The [contracting officer] shall establish an MEO letter of obligation
with an official responsible for performance of the MEO.”7 Essentially, the purpose of the MEO letter
of obligation is to create a formal agreement between the agency and the MEO similar to the contract
between the agency and the private sector.

The MEO LOO is essentially a Memorandum of Agreement and should be treated as such. The
contracting officer or other authorized agency official shall establish an MEO LOO, which is an
agreement under the FAR, with an official responsible for performance of the MEO. The contracting
officer or other authorized agency official shall incorporate the PWS, PRS, Quality Control
Requirements, Agency clauses, and other terms and conditions as needed. To establish a
methodology for discrepancy reporting, the contracting officer or other authorized agency official who
signs the MEO LOO shall ensure that the appropriate inspection and acceptance clauses are included
per the solicitation.

6 OMB Circular No. A-76 (Revised), Performance of Commercial Activities, May 29, 2003. Attachment B,D 6,f,(1).
7 OMB Circular No. A-76 (Revised), Performance of Commercial Activities, May 29, 2003. Attachment B D, 6,f
(1)(a).
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PHASE II: IMPLEMENTING THE PERFORMANCE DECISION
FREQUENTLY ASKED QUESTIONS

Q: Are there differences in agency
implementation responsibilities
between standard and
streamlined competitions?

A: No. Post-competition implementation responsibilities are
generally the same for both a streamlined and standard
competition.

Q: What are the elements of a good
phase-in plan?

A: A good phase-in plan includes a detailed plan of actions and
milestones that provides a realistic schedule for ensuring that
resources are available when required (i.e., personnel,
facilities, equipment, training, etc.). A good phase-in plan
should also include a communications plan.

Q: How long should an agency have
to complete transition?

A: The length of transition depends on the complexity of the
competition (i.e., number of impacted employees, number of
activities or functions, complexity of functions and activities,
number of locations, union collective bargaining agreements,
reduction-in-force rules, etc.).

Q: What is a transition plan? A: The transition plan, or more specifically the employee
transition plan (ETP), focuses on the human resource actions
necessary to transition to the winner of the competition. The
ETP must consider two scenarios: (1) MEO win and (2)
private sector win.

(1) MEO Win. The ETP will focus on the transition of
employees to the newly defined position descriptions
proposed by the MEO and any training requirements to
enable employees to successfully execute new job
requirements. The ETP will also consider VERA/VSIP
options, placement, reduction-in-force, and outplacement
actions if all current employees will not be included in the
MEO.

(2) Private sector win. The ETP will include the coordination
of Right of First Refusal for current employees to potentially
be hired by the successful private sector. The ETP will also
consider VERA/VSIP options, placement, reduction-in-force,
and outplacement actions for current employees.

Q: What is the purpose of a LOO? A: The purpose of the Most Efficient Organization Letter of
Obligation (MEO LOO) is to create an enforceable agreement
between the agency and the government’s most efficient
organization similar to a contract between the agency and the
private sector. The intent of OMB Circular No. A-76 in
establishing the MEO LOO is to ensure that both the
government’s MEO and the private sector are held to the
same standards of performance.

Q: What are the main elements of a
LOO?

A: A document stating the terms and conditions of the
agreement between the contracting officer or other
authorized agency official and the agency tender official
(ATO) who has authority to commit resources and funds.
The document incorporates the applicable sections of the
solicitation (Sections A-J) and the agency tender.

Q: What rules or agreements govern
or otherwise effect how LOO
operates?

A: The FAR, the Code of Federal Regulations, OMB Circular No.
A-76, collective bargaining agreements, and agency policies
and procedures govern the management of the LOO..
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PHASE II: IMPLEMENTING THE PERFORMANCE DECISION
FREQUENTLY ASKED QUESTIONS

Q: Who signs the LOO on behalf of
Government and MEO/SP?

A: The LOO should be signed by the contracting officer or other
authorized agency official and the agency tender official
(ATO).

Q: Should HR Sign LOO? A: No. The role of HR is to support management with human
resource issues and not to act on behalf of the government.

Q: Should Union Rep sign LOO? A: No. The union representatives represent employees and do
not act on behalf of the government.

Q: Are there examples of LOO? A: Examples of the MEO LOO for both streamlined and standard
competitions can be found at the SHARE A-76!, Defense
Acquisition University, and specific agency websites.
http://sharea76.fedworx.org/inst/sharea76.nsf/CONTDEFLOO
K/HOME-INDEX
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PHASE III: MONITORING PERFORMANCE

Overview

Regardless of who wins the A76 competition, the agency is required to monitor performance for all
performance periods whether by contract, fee-for service agreement or by MEO LOO. The OMB
Circular No. A-76 specifically requires the agency to:

“(1) monitor performance for all performance periods stated in the solicitation;
(2) implement the quality assurance surveillance plan;
(3) retain the solicitation and any other documentation from the streamlined or standard
competition as part of the competition file;
(4) maintain the currency of the contract file, consistent with FAR Subpart 4.8, for contracts,
MEO letters of obligation, and fee-for-service agreements;
(5) record the actual cost of performance by performance period; and
(6) monitor, collect, and report performance information, consistent with FAR Subpart 42.15,
for purposes of past performance evaluation in a follow-on streamlined or standard
competition. To record the actual cost of performance for a specific performance period, the
agency shall adjust actual costs for scope, inflation, and wage rate adjustments made during a
specific performance period. The agency shall compare the actual costs to the costs recorded
on SCF Lines 6 and 7 when the performance decision was made.”9

This tasks outlined in this section of the guidebook ensure that the agency can meet the OMB
requirements.

Description of Key Tasks:

Task III-1. Review actual cost of performance and record for each performance period

The objective of this task is to confirm that the actual cost of performance is within the proposed
agency cost estimate (developed in COMPARE) for the government’s MEO and the proposed
cost/price proposal for the private sector service provider. The contracting officer or other authorized
agency official should compare the service providers proposed costs against the actual costs of
performance. OMB requires that this information be recorded on an annual basis, but as part of
monitoring the contract, MEO LOO, or fee-for-service agreement, this should probably be performed
on a quarterly basis at a minimum.

This process is very straight forward for a private sector provider operating under a contract. The
contracting officer can use the service provider’s invoices to determine actual costs and compare them
to the proposed cost. Depending on the type of contract, the service provider will provide invoices that
give the contracting officer varied visibility into the service provider’s costs. For example, in a fixed
price contract, the service provider may provide only a total monthly cost; whereas, in a cost plus fee
contract, the service provider will be required to itemize all costs. In addition to invoices, the
solicitation can require the service provider to collect and report on cost data. To ensure that the
program office and the contracting officer have the cost data that they need to make this comparison
(and to manage the program), it is recommended in Phase I: Conducting the Competition, Task I-8

9 OMB Circular No. A-76 (Revised), Performance of Commercial Activities, May 29, 2003; Attachment B. E.4.
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that while developing the solicitation the contracting officer stipulate the service provider collect and
report on cost data that will make this comparison as easy and meaningful as possible.

NOTE: These same principles would apply for the fee-for-service agreement.

For the governments MEO operating under an MEO LOO, this comparison is not as easy. It is difficult
to directly compare the costs proposed using COMPARE to the actual costs of performance. To make
this easier, in Phase II: Implementing the Performance Decision, it is recommended in Task II-5 that
the program office and the ATO establish a budget plan for the MEO or public reimbursable using
actual costs. Using this budget, the contracting officer or other authorized agency official can compare
actual costs to this budget. Since the MEO typically does not invoice the government for services, the
contracting officer or other authorized official should require a reporting of actual costs on a monthly or
quarterly basis—this requirement can be established in the MEO LOO.

Refer to Appendix D: Comparison of Proposed/Estimated vs. Actual Cost for a checklist of steps in
reviewing the cost of performance, as well as, the Excel Spreadsheet template provided.

NOTE: This is not a comparison of actual costs to the baseline measures of costs to determine
realized savings. This comparison will be conducted on an annual basis as part of Phase IV: Post
Competition Review.

Task III-2. Implement the quality assurance surveillance plan

To ensure the contracting officer or other authorized agency official is able to assess the performance
in terms of quality, the procedures set forth in the quality assurance surveillance plan should be
implemented. The requirement for performing quality assurance is the same for contract, fee-for-
service agreement, and MEO LOO. The program office will need to ensure that funding, personnel
are made available to perform as QAEs.

Task III-3. Track changes to the contract, fee-for-service agreement, or MEO LOO

As required, the contracting officer or other authorized agency official shall modify the contract, MEO
LOO, or fee for service agreement, for changes in the scope of work or volume of work that increase
or decrease the cost of performance.

Task III-4. As necessary, terminate the contract

If the contracting officer or other authorized agency official determines that the contractor has failed to
perform to the extent that a termination for default is justified the contracting officer shall issue a notice
of termination under FAR Part 49.

Task III-5. If necessary, terminate the MEO letter of obligation

If the contracting officer or other authorized agency official determines that the contractor has failed to
perform the requirements of the MEO LOO to the extent that a termination for default is necessary,
then the contracting officer or other authorized agency official shall issue a notice of termination that
would be consistent with FAR Part 49. The intent of being consistent with FAR is not to follow it
exactly, but to follow the basic premise of reasonable notification of discrepancies that must be
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Frequently Asked Questions

PHASE III: MONITORING PERFORMANCE
FREQUENTLY ASKED QUESTIONS

Q: Who can modify the LOO? A: The contracting officer or other authorized agency official can
unilaterally or bilaterally modify an agreement. If bilaterally, it
must be with consent of the agency tender official (ATO).

Q: Under what circumstances can
the LOO be modified?

A: The MEO LOO can be modified under the same
circumstances that would typically occur with a contract
under the FAR (i.e., change in scope of work, increase or
decrease in amount of work, funding issues, etc.).

Q: How is the LOO modified? A: The MEO LOO can be modified in writing and must
enumerate the changes to the original agreement.

Q: What are the limitations on the
extent to which a LOO may be
modified?

A: There are no specific limitations to the extent that the MEO
LOO can be modified provided funds are available in
accordance with FAR 43.105. The agency should use
discretion and modifications should be governed by the
guidance in the FAR Part 43 and should always consider the
best interest of the government.

Q. What is entailed in evaluating
performance under a LOO?

A: Similar to evaluating performance under a contract, the MEO
must meet the performance standards established in the
MEO LOO. The agency will monitor the MEO performance
according to the procedures established in the PWS, PRS,
and QASP.

Q: What reporting obligations does
the circular impose associated
with evaluating performance?

A: See paragraph E-4 of the circular. Agencies must adhere to
the PWS, PRS, QASP, FAR, terms and conditions specified
in the MEO LOO.

Q: What additional guidance is
available to assist the agency in
monitoring performance and
measuring results?

A: The PWS, PRS, and QASP requirements should provide
guidance for performance monitoring. Additional guidance is
in FAR 42.15.

Q: Who is responsible for evaluating
performance under the LOO?

A: Similar to contracts, the program office is ultimately
responsible for evaluating service provider performance
under the MEO LOO through the contracting officer’s
technical representative (COTR) and the quality assurance
evaluators (QAEs), if employed. The contracting officer is
responsible for documenting the findings of the COTR and
the QAEs in the competition file.

Q: What options are available to the
agency to address performance
shortfalls?

A: The MEO LOO is established with the intent to be an
enforceable agreement. Other performance guidance
includes that addressed under FAR Parts 17, 33, 42, and 49.

Q: What are the main differences that
an agency needs to keep in mind
when administering a contract
vs. letter of obligation?

A: The major difference would be in the funding of the contract
and the MEO LOO (i.e., obligation of funds vs.
fencing/reserving of a part of a budget). The MEO LOO
administration should mirror contract administration as closely
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PHASE III: MONITORING PERFORMANCE
FREQUENTLY ASKED QUESTIONS

as possible. Terminations and other drastic administration
actions will require an agency process and coordination with
management.

Q: What must be done to ensure the
QASP is implemented?

A. The agency must ensure that the recommended procedures
in the QASP are implemented; this primarily
includes establishing and funding government personnel that
will be quality assurance evaluators, such as the COTR, and
establishing any workload or performance tracking systems
that may be necessary to measure performance. The cost of
quality assurance monitoring should be planned for in
designing the residual organization, which is usually done at
the end of PWS development. Steps must be taken to
ensure the QASP is consistent with the proposed solution
and Quality Control Plan. This may require a rewrite of the
QASP based on the selected Service Provider’s proposal.
COTR and QAE’s must be identified, qualified and sufficiently
trained. Performance should be monitored through the
QASP and a tool similar to MS Project.

Q. Is performance of individual
employees evaluated separately
from performance of MEO as a
whole?

A. Yes. Employees are evaluated individually by their
supervisors. The MEO’s performance is measured through
its ability to meet performance standards established in the
PWS.

Q. Should individual personnel
problems be taken into account
when evaluating the overall
performance of the MEO?

A. No. It is the responsibility of management to ensure that
personnel are performing sufficiently so that the MEO can
meet its performance standards. If personnel are not
performing sufficiently, then the supervisor should contact
HR/LMR to discuss options to resolve performance problems.

Q. How should personnel issues of
individual employees be handled?

A. Personnel issues should be handled in accordance with
normal OPM and agency procedures.

Q. What officials have responsibility in
these circumstances (e.g., the
immediate supervisor, the HRA, the
CO)?

A. The immediate supervisor is responsible for evaluating and
rating individual employee performance.

Q. What involvement does the
employee union play?

A. The union or other employee representative’s involvement is
usually defined in bargaining unit agreements. The union
ensures that specific aspects of the collective bargaining
agreement (CBA) are upheld, if applicable, and that
appropriate representation is provided to all employees in
matters that affect their employee rights under the CBA with
the agency.





Competitive Sourcing Program Post Competition Accountability Guidebook

Phase IV: Post Competition Review 26

Ann Benson & Robert Knauer CPCM 2/2/2006

Description of Key Tasks

The program office, in collaboration with the contracting officer and the Office of Competitive Sourcing
plans for and coordinates the post-competition review. Any audit review organization may perform this
role, but the action is usually initiated by the program office. However, agencies have discretion on
who performs their post-competition review.

Task IV-1. Schedule Post-Competition Review

The program office, in coordination with the contracting officer or other authorized agency official and
the Office of Competitive Sourcing should plan to review each competition on an annual basis. It is
recommended that the first post competition review occur after twelve months of full performance,
excluding the phase-in period.

Task IV-2. Identify the Post-Competition Review Team

The post-competition review team must be a collaborative effort including such members as the
Program Manager, Agency Tender Official (ATO), Office of Competitive Sourcing, Contracting Officer,
Contracting Officer’s Technical Representative, Finance, Accounting, and other Quality Assurance
personnel as appropriate.

Task IV-3. Sign non-disclosure agreements

It is important for the Post-Competition Review Team to sign non-disclosure agreements. During the
course of the review they will be reviewing the contractors or the MEO’s proprietary data.

Task IV-4. Identify and initiate contact with the appropriate program support personnel

The Post Competition Review Team should develop a strategy for how they will complete Tasks IV-5
through IV-10 and contact the appropriate program support personnel to gather the resources
necessary to complete their review.

NOTE: If the Post-Competition Review Team deems it necessary to validate savings and
performance by talking to employees it suggested they coordinate any employee contact with the
employee representative or union official as appropriate.

Task IV-5. Collect existing documentation

Based on the tasks accomplished in Phases I through III, the agency should have substantial
information documenting the competition process, cost savings, and performance. The Post-
Competition Review Team should begin the review by collecting this existing documentation. The
documentation includes:
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Existing Documentation Location

FAIR Act Inventory baseline establishing function and original number of
FTE under competition

Competition File

Baseline cost estimate (See Task I-1); this should include a staffing plan Competition File

Actual baseline costs (See Task I-1); this should include a staffing plan Competition File

Solicitation [entire document] used by the contracting officer to solicit
bids/offers and all amendments Competition File

Accepted proposal Competition File

MEO (staffing plan) or private sector staffing plan as in conformance with
solicitation requirements and accepted proposal Competition File

Certified Standard or streamlined competition form Competition File

Accepted cost proposal; for the MEO an agency cost estimate with
competition form (SLCF or SCF) and all related worksheets or in the
case of private sector contract, a copy of the submitted and accepted
cost/price proposal

Competition File

MEO LOO (for studies conducted under OMB Circular A-76, 29 May
2003) or a copy of the private sector contract award documents (SF26,
SF33, and SF1449 with Sections B through J attached)

Competition File

All contract, fee-for-service, or MEO LOO modifications; justification for
modifications Competition File

Record of actual phase-in start date; record of service provider staffing at
phase-in completion and start of full performance Competition File

Record of workload measures and/or scope of work Competition File/
Program Office

Property administration records Competition File

Bills, invoices, vouchers, and supporting documentation for contractor or
fee-for-service agreement Competition File

A comparison of the personnel by grade and step as originally proposed
for the MEO estimated in the ACE (using COMPARE) to the personnel
assigned (MEO Staffing Chart) during the performance periods with
explanations for any differences. In the case of private sector service
provider, a comparison of the submitted and accepted staffing plans.

Competition File

Quality Assurance Surveillance Plan (QASP) and other documents Competition File

Quality Control Plan which was submitted and accepted for both the
MEO or private sector provider Competition File

Residual organization staffing plan Program Office






