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During most contracts the only thing that can be said to
100% is the need for change. Whether this is the impact
of a risk or the addition/reduction of scope.

When large changes are required, the negotiation
between the customer and supplier can take a while,
however the work may need to be started quicker than
the decision can be made.

As performance can only be claimed if the work is
allocated to the baseline, if the work starts before the
contract change is negotiated then no performance can
be claimed and the associated cost will create a false
variance.



Timing Challenges with Change
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Task 2

Task 3




Explain false performance variances

« You can only claim performance on work that is within the baseline as

« Earned Value = % complete X baseline
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Explain false cost variances

« The project needs to collect cost that have been incurred doing any work.

« If this work cost is just added to an existing WBS element that that element will incur additional
cost with no associated performance and could make that work appear over to be over spending

* It also becomes difficult to remove the cost associated with the change later.
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Authorised unpriced work — Definition

A contract scope change which has been directed
by the government contracting officer but has not
yet been fully negotiated/definitized. It includes a
value, excluding fee or profit, typically associated

with the authorized, unpriced change order.
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What does this mean in real terms?



Estimating process




Actual Estimating process and timing
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Release of AUW

 So how does it work?

« At the point of the change being recognised that it will need a longer than normal time to process
(this could be due to understanding the change, contract negotiation etc) an initial AUW budget is
allocated.

« Anew WBS element for the change is created and the short term work budget is agreed with the
Project Director and Customer.

« The budget is allocated to the new WBS element and a schedule of the short term work is added
to the baseline, and a cost number is allocated to this discrete WBS.

« This now creates a true performance measurement WBS to capture the performance and cost
associatedto the change.

* Once the change has been formally agreed the baseline for the WBS is increased and the
schedule updated accordingly



Authorised Unpriced Work Process (Quote and Start)
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New / Additional Scope added into WBS

1.0 Existing
Scope
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No issues with identifying scope at a later date
Avoid delays

Reduce risk

Compartmentalises work

Progress can be measured for new scope

No false variances




Discuss with your organisation if this can solve your
Issues

Assess current change process and how it fits
within your business

Train staff on new process
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