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Funding Agency Baseline Commitment and
Management Agreement Guidance

Purpose

Purpose of this document is to provide guidance on how to appropriately fund the Agency’s Baseline
Commitment (ABC) and Management Agreement (MA) as it relates to planned funding and budget
scenarios in alignment with our reporting requirements to Congress and the public, current best
practices, and sound financial management. Specifically, this document includes:

1. A brief background on ABC and MA definitions, as well as the purpose for establishing them.
2. Agency recommendation on how to treat ABCs and MAs as they relate to planned funding and

budget scenarios.

Background

Per NASA Procedural Requirements 7120.5F (NPR 7120.5F), every project above a lifecycle cost of $250
million is required to establish and document an ABC and MA in the Decision Memorandum (DM) for
Implementation as part of Key Decision Point C (KDP C). Specifically, the MA and ABC establish the cost
and schedule baselines, including Unallocated Future Expenses (UFE), at an approved joint confidence
level. Definitions for ABC, MA, and UFE are listed below:

Agency Baseline Commitment. Per 7120.5F, the “ABC is the baseline against which the
Agency’s performance is measured during the Implementation Phase. The ABC for programs
and projects...forms the basis for the Agency’s external commitment to OMB and Congress.”?

Specifically, NPR 7120.5F defines that an “[ABC] establishes and documents an integrated set of
project requirements, cost, schedule, technical content, and an agreed-to JCL [joint confidence
level] that forms the basis for NASA’s commitment to the external entities of OMB and

1 NPR 7120.5F, Section 2.4.1.5



Congress. Only one official baseline? exists for a NASA program or project, and it is the Agency
Baseline Commitment.”3 The official establishment of the ABC is also a statutory requirement.*

Management Agreement. NPR 7120.5 defines the Management Agreement as, “Within the
Decision Memorandum for Implementation, the parameters and authorities over which the
program or project manager has management control constitute the program or project
Management Agreement. A program or project manager has the authority to manage within
the Management Agreement and is accountable for compliance with the terms of the
agreement.”®

The MA is required under NASA policy, but — unlike the ABC — it is not required to be externally
reported. The MA is only reported to the U.S. Government and Accountability Office, via
submission of the KDP C Decision Memorandum, and is not actively reported or tracked to
external stakeholders.

Unallocated Future Expenses (UFE). UFE are “the portion of estimated cost required to meet a
specified confidence level that has not been allocated to the specific project WBS sub-elements
because the probabilistic estimate includes risks and uncertainties.”® UFE may be held at the
project level, program level, and the Mission Directorate level.

In the context of this guidance, references to “UFE” will specifically denote UFE managed above the
project level to meet the ABC. This UFE is equal to the ABC minus the MA (UFEasc = ABC — MA). Please
note that the MA also includes UFE needed to meet the MA.

Aligning MA and ABC to Agency Planned Funding Planning

Management Agreement and Agency Baseline Commitment Generation

Consistent with 7120.5F, Mission Directorates (MD) should ensure that funding is available for single-
project programs and projects that are required to produce a MA and an ABC in support of KDP C. The
KDP C DM and supporting DM datasheets document the phased plan for both the MA and the ABC.

If Agency planned funding does not exist to support the MA’ or ABC at the desired JCL, then the
Governing Program Management Council (GPMC?) has three options to properly establish funding for
the MA or ABC. These three options are laid out below in Table 1: Funding Options.

2 NASA uses the term “baseline” in many different contexts. “Baseline” as used in the context of the ABC is different from
“baseline” used in a different context such as configuration management. A configuration baseline identifies an approved
description of the attributes of a product at a point in time and provides a known configuration to which changes are
addressed. While the configuration management context often allows for approval of baseline changes at a project- or
program-level configuration control board, baseline changes in the context of the ABC require approval from the Decision
Authority.

3 NPR 7120.5F, Appendix A

4 US Code 51, Section 30104 Baselines and Cost Controls

5 NPR 7120.5F, Appendix A

6 NPR 7120.5F, Appendix A

7 Per NPR 7120.5F, Section 2.4.4.4, the MA should in no case less than the equivalent of a 50 percent JCL or as approved by the
Decision Authority. Furthermore, any funding approved by the Decision Authority that is inconsistent with the Management
Agreement or less than 50 percent JCL shall be justified and documented in a Decision Memorandum.

8 Governing PMC. Per 7120.5F policy, Category | projects KDP-C would be held at the Agency Program Management Council
(APMC) and Category II/Ill projects would be held at the Directorate Program Management Council (DPMC).



TABLE 1: FUNDING OPTIONS

Option

Establish funding
with higher
programmatic risk
exposure

Establish funding
with plans for
overguide (i.e., UFE
is requested as an
overguide)

Establish funding by
identifying other
funding to use as
UFE

Description
P MA

Approve and document the JCL for the planned funding Applicable
that does exist. For example, if the Agency funding
profile for Project X results in a JCL less than 70% (in the
case of an ABC), GPMC has authority to approve project
and document the ABC with the lower JCL value. This
option maintains the connection between the Agency’s
programmatic risk posture as it relates to the project
while also ensuring consistent funding strategy for
budgetary planning. This option, by definition, raises the
programmatic risk posture of the project.

Approve and document the ABC at the 70% value with

the plan to request an overguide to establish the funding

level consistent with the ABC phasing plan. The KDP C

Decision memo should document the Agency’s planned

overguide approach. This option maintains the

connection between the Agency’s programmatic risk
posture as it relates to the project while ensuring
consistent funding strategy for budgetary planning.

However, it should be noted that if overguide is not

approved, the lack of funding could result in:

1) Arebaseline due to inadequate funding;

2) Anincrease to the project’s risk posture due to a JCL
less than 70% as measured against the ABC;

3) Increased risk to other activities in the portfolio
resulting from their planned funds being diverted to
cover cost over-runs of the project not funded to the
70% JCL.

Approve and document the intent to utilize

“uncommitted”® and/or fungible funding’® within the

larger Program portfolio to cover the UFE funding if

needed. This option is not preferred but may be
necessary for Programs that have projects and
capabilities that have interdependences. This option still

Not
Applicable

Not
Applicable!!

Applicability

ABC
Applicable

Applicable
(e.g., B1B)

Applicable
with
coordination
with OCFO

(e.g.,

° Future “uncommitted” funding would be development funding that is currently being bookmarked against content that is still
in formulation that has funding within the Program that could be rescoped or delayed supporting ABC funding position.

10 Future fungible funding is funding that is allocated to content that could be reasonably reapportioned to support ABC. For
example, if a project has ABC operational costs after it's ABC, that funding could be reapportioned to protect against the
established ABC. If content within a Program has been “committed” with the establishment of its own ABC, the funding to
support that ABC would not be considered “uncommitted” or fungible. Please note, some funding may not be committed but
also may not be “fungible”. Potential examples of funding that is not committed but also not fungible would be FFP contracts,
International Partnership Agreements, and funding in other appropriations.

1 This is due to the very definition of what the MA is. Because 7120.5F policy states that the MA constitutes “the parameters
and authorities over which the program or project manager has management control” and the manager is “accountable for
compliance with the terms of the agreement”, the MA cannot consist of UFE that is not part the Agency’s documented planned
funding for project.



Applicabilit
Option Description pplicabity

MA ABC
maintains the integrity of the Agency ABC; however, it Gateway,
also breaks the Agency transparency between the ABC'’s HLS, ML-2)

and budgetary planning. If GPMC exercises this option,
additional coordination with OCFO is necessary to
ensure that future “uncommitted” and future fungible
funding exists and are not encumbered by
accommodating risks of another confirmed development
activity. OCFO will not concur with KDP C DM until this
coordination has been conducted.

Additionally, the decision authority may choose not to confirm Project if funding does not exist to
support the UFE at the desired level.

Guidance After ABC Approval

After the ABC and MA are generated, budget planning should be consistent with the documented ABC
value and approach as defined in the Agency DM. Poor performance or lack of anticipated funding from
budgetary constraints may cause the project to either replan or reestablish commitment by conducting
a rebaseline. Triggers for a rebaseline are documented in NPR 7120.5F2,

Additional coordination with OCFO is needed if the ABC is established utilizing “uncommitted” and/or
fungible funding within the larger Program portfolio to cover the UFE funding.

e Program and/or MD needs to coordinate with OCFO as part of the annual Planning,
Programming, Budgeting, and Execution (PPBE) process. Specific guidance will be added in the
Strategic Programming Guidance.

e Qutside of the PPBE process, if content that was part of future “uncommitted” funding comes to
a KDP C for its own ABC, then Program must provide OCFO Strategic Insights and Budget
evidence that they are not double committing the same funding prior to the KDP C. OCFO will
not concur on the ABC of new content until it’s established that the Agency isn’t using the same
funding to protect against multiple commitments. Examples of evidence include establishment
that the “uncommitted” funding is no longer needed to support the original ABC either through
established good performance or identification of additional funding (fungible or otherwise).

127120.5F, Section 1.4.1.8, “Programs or projects shall be rebaselined when: (1) the estimated development cost exceeds the
ABC development cost by 30 percent or more (for projects over $250M, also that Congress has reauthorized the project); (2)
the NASA AA judges that events external to the Agency make a rebaseline appropriate; or (3) the NASA AA judges that the
program or project scope defined in the ABC has been changed or the project has been interrupted. ABCs for projects are not
rebaselined to reflect cost or schedule growth that does not meet one or more of these criteria. When an ABC is rebaselined,
the Decision Authority directs that a review of the new baseline be conducted by the SRB or as determined by the Decision
Authority.”
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