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Investment Analysis Process

Overview

Figure 2.4.1 illustrates the phases and decision points of investment analysis, which is conducted to ensure the agency’s critical needs are satisfied by practical and affordable solutions. Initial investment analysis rigorously evaluates alternative solutions to mission need and determines which offers the best value and most benefit to the agency and its customers within acceptable cost and risk. Final investment analysis develops detailed plans and final requirements for the proposed investment program, including a lifecycle program baseline that establishes cost, schedule, performance, benefits, and risk-management boundaries for program execution.

Figure 2.4.1 – The Phases and Decision Points of Investment Analysis
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Initial Investment Analysis

Figure 2.4.2 displays the principal activities of initial investment analysis. The overarching objective is to identify the best overall solution to mission need, considering such factors as performance, cost, schedule, benefits, and risk. An investment analysis team conducts initial investment analysis is accordance with the action plan approved at the mission need decision. This action plan defines the resources, participants, roles and responsibilities, and activities that will be conducted. It also defines the alternatives to be analyzed. The investment analysis team finalizes the action plan early in initial investment analysis, and may add or delete alternatives to be investigated as a result of market research or other information. Once the action plan is finalized and approved, it becomes the blueprint for conducting the analysis. 

Figure 2.4.2 The Principal Activities of Initial Investment Analysis
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	Activity: Form Investment Analysis Team

IIA-1

	Responsible Agent
	Products
	Approval Authority
	Tools and Aids

	Lead, investment analysis staff
	Investment analysis team
	
	


Description: The investment analysis staff works with the sponsoring organization and designated integrated product team or management unit to establish the investment analysis team, as specified in the action plan for initial investment analysis. Each team typically has operations analysts and requirements specialists from the organization with the need; acquisition, engineering, and market specialists from the integrated product team or management unit; investment analysis staff specialists with skills in such disciplines as risk assessment, cost and schedule estimating, and benefits estimation; and technical specialists from FAA staff elements or other sources for whatever support is needed. This team conducts the analysis and generates the information used by the Joint Resources Council at the initial investment decision.

	Activity: Define Evaluation Factors

IIA-2

	Responsible Agent
	Products
	Approval Authority
	Tools and Aids

	Investment analysis team
	Evaluation factors
	Leader, investment analysis team
	


Description: The investment analysis team defines the evaluation factors against which alternative solutions to mission need will be evaluated competitively and impartially. Evaluation factors should address the most important issues confronting the Joint Resources Council as it makes decisions to allocate agency resources among investment opportunities. Typically, evaluation factors include such factors as operational suitability, compatibility with the NAS architecture, lifecycle cost and benefits, risk, security, safety, human compatibility, physical infrastructure, regulatory and procedural impact, and environmental impact. They are recorded in the investment analysis report, and included in screening information requests.

	Activity: Conduct Market Research

IIA-3

	Responsible Agent
	Products
	Approval Authority
	Tools and Aids

	Investment analysis team
	Qualitative and quantitative information for each alternative
	
	


Description: The investment analysis team surveys the marketplace to initiate industry involvement, obtain comments on requirements, and determine the capability, state of development, risk, and cost of potential solutions to mission need. It uses the results of this survey to refine requirements and finalize the alternatives it will evaluate. Market research varies in scope, depending on the urgency, complexity, and magnitude of the problem being investigated. It can range from telephone calls, to formal screening requests for information, to site visits. Techniques include contacting knowledgeable individuals in government and industry, reviewing recent market research from similar investments, querying government and commercial databases, conducting technical interchange meetings and pre-solicitation conferences, and searching catalogs, product literature, and the Internet. Operational or factory capability demonstration of potential solutions is strongly encouraged to verify suitability for satisfying user requirements. It is a good idea to publish initial requirements in the Commerce Business Daily or via a screening information request to gather information on alternative ways to meet requirements, determine whether commercial or non-developmental solutions exist, and identify cost and schedule drivers in the initial requirements. The results of market research must be documented.
	Activity: Finalize Investment Analysis Plan

IIA-4

	Responsible Agent
	Products
	Approval Authority
	Tools and Aids

	Investment analysis team
	Final action plan for initial investment analysis
	Leader, investment analysis team
	Template for investment analysis plan


Description: The Joint Resources Council approves the action plan for initial investment analysis at the mission need decision and provides resources for its execution. This action plan specifies the resources (people and money), schedule, activities, documentation, and alternatives to be analyzed during initial investment analysis. The investment analysis team verifies the plan is either acceptable or that it requires revision based on market research and work to date. Changes at this point typically result from the addition of newly identified alternative solutions, a change in team membership, or a change in member roles and responsibilities. The addition of new alternatives or a change in scope may have a collateral impact on estimated resources and time necessary to complete the analysis. The JRC Secretariat notifies the Joint Resources Council when alternatives are added or if additional resources are needed beyond those approved at the mission need decision. All team members sign the final action plan, signifying acceptance, resource commitment, and support by the participants and their parent organizations. The alternatives to be investigated must be clearly defined in sufficient detail to facilitate the analysis of alternatives.

	Activity: Analyze Alternatives

IIA-5

	Responsible Agent
	Products
	Approval Authority
	Tools and Aids

	Investment analysis team
	Investment analysis report
	Director, Investment Analysis
	Template for the investment analysis report


Description: The investment analysis team evaluates the alternative solutions documented in the final action plan for initial investment analysis. Ideally, the alternatives should be qualitatively different from each other (e.g., different technologies, such as ground-based versus airborne solutions). The preference is for commercial or non-developmental items and services or nonmaterial solutions that are cost-effective and operationally suitable. Developmental alternatives are considered only if other choices are not cost-effective or operationally acceptable to users. The investment analysis team compiles and analyzes data against the approved evaluation factors (e.g., performance, benefits, value, risk, schedule and cost). The objective is to identify which alternative will provide the best performance and benefits consistent with acceptable cost, schedule, and risk. The analysis of alternatives must include the impact of complying with applicable federal regulations and requirements. The process may involve multiple iterations and tradeoffs among key evaluation factors to determine the most advantageous solution to core agency needs, not necessarily every initial requirement. However, if it is determined that initial requirements should be modified to obtain desirable advantages in cost, schedule, or risk, it is critical for user stakeholders to buy into and support any substantive modification. For complex and developmental alternatives, incremental delivery, evolutionary development, and pre-planned product improvement should always be evaluated as ways to reduce risk and satisfy at a future date those important requirements that cannot or need not be met today. The results of investment analysis are recorded in the investment analysis report, which contains comprehensive, quantitative data developed equally for each candidate solution. 

	Activity: Assess Affordability

IIA-6

	Responsible Agent
	Products
	Approval Authority
	Tools and Aids

	SEOAT
	Affordability assessment of alternative solutions
	
	


Description: Affordability assessments actually begin in mission analysis with the development of a rough estimate of likely lifecycle cost, which is recorded in the mission need statement and placed in long-range agency planning documents upon approval of mission need by the Joint Resources Council. The investment analysis team develops these costs in more detail and fidelity for each alternative, and forwards them to the Systems Engineering and Operational Analysis Team. The SEOAT assesses the affordability of each alternative against one other and all other investment programs in the agency's financial baseline based on relative priority. When a candidate solution cannot be funded within agency planning and budgeting baselines, the SEOAT may propose offsets from lower priority programs. Preliminary affordability assessments by the SEOAT shape subsequent deliberations of the investment analysis team. The final affordability assessment is included in the investment analysis report.

	Activity: Develop Initial Lifecycle Program Baseline(s)

IIA-7

	Responsible Agent
	Products
	Approval Authority
	Tools and Aids

	Investment analysis team
	Initial lifecycle program baseline
	
	Template for the lifecycle program baseline

FAA work breakdown structure


Description: The investment analysis team develops an initial lifecycle program baseline (i.e., performance, cost, schedule, benefits, and risk) for candidate solutions offering superior value and benefit to the agency and its customers. These baselines are derived from implementation strategies tailored to each specific alternative (e.g., COTS versus development, replacement versus upgrade, sole source versus competition), and are the primary basis for the initial investment decision. It is critically important for each implementation strategy to align with each proposed alternative, and for the initial baselines to be appropriately adjusted for risk. The initial lifecycle program baseline should be realistic and conservative since it establishes an expectation of cost, schedule, benefit, risk, and performance that will be carried into final investment analysis. Integrated product team or management unit members of the investment analysis team lead the development of cost and schedule baselines using the FAA work breakdown structure and other applicable standards. 

	Activity: Prepare for Initial Investment Decision

IIA-8

	Responsible Agent
	Products
	Approval Authority
	Tools and Aids

	Investment analysis team
	Investment analysis report

Investment analysis briefing
	Director, Investment Analysis

Leader, investment analysis team
	Template for the investment analysis report

Template for the investment analysis briefing


Description: The investment analysis team records the results of its analysis in the investment analysis report, prepares briefing materials and documentation, and coordinates its findings and recommendations with all key stakeholders. The investment analysis report defines each candidate solution, and catalogs its relative strengths and weaknesses against the evaluation factors established early in investment analysis. The investment analysis report recommends an alternative for implementation based on user acceptance, satisfaction of agency requirements, and scoring against evaluation factors. It also contains the affordability assessment and initial lifecycle program baseline for recommended alternative(s), as attachments.  

	Activity: Prepare Action Plan for Final Investment Analysis

IIA-9

	Responsible Agent
	Products
	Approval Authority
	Tools and Aids

	Investment analysis team
	Action plan for final investment analysis
	Lead, investment analysis team
	Template for investment analysis plan


Description: The investment analysis team prepares the plan for final investment analysis. This plan defines the actions, resources, schedules, roles and responsibilities, documentation, exit criteria, and approach that will be used to mitigate risk, finalize requirements, and plan implementation and lifecycle support for the selected alternative. It includes the cost of soliciting and evaluating vendor offers for major contracts necessary to implement the proposed investment, as well as any risk-reduction effort such as modeling, analysis, simulation, or research.

Final Investment Analysis

Figure 2.4.3 portrays the principal activities of final investment analysis. The primary objective is to develop detailed plans and final requirements for implementing the proposed investment program, including a lifecycle program baseline that establishes cost, schedule, performance, benefits, and risk-management boundaries for program execution. The Joint Resources Council approves the action plan for final investment analysis at the initial investment decision and provides resources for its execution. This plan specifies the resources (people and money), schedule, activities, and documentation for final investment analysis activity. 
Figure 2.4.3 The Principal Activities of Final Investment Analysis
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	Activity: Identify

 Key Planning Elements

FIA-1

	Responsible Agent
	Products
	Approval Authority
	Tools and Aids

	Investment analysis team
	Key planning elements
	Leader, investment analysis team
	


Description: The investment analysis team identifies all key actions and events that must be executed to obtain delivery of needed capability within cost and schedule constraints and achieve projected value and benefits. Complex investment programs may require development of systems and equipment, modification or construction of facilities, additions to the physical infrastructure, development of regulations, purchase of real property, and integration with other complex activities or programs. They may also require planning and integration for a large number of functional disciplines such as systems engineering, logistics support, test and evaluation, risk management, system safety, human factors, configuration management, quality assurance, environmental factors, and security. If key planning elements are overlooked, the result will be sub-optimization of resources, cost growth, and schedule delay. 

	Activity: Form Extended Investment Analysis Team

FIA-2

	Responsible Agent
	Products
	Approval Authority
	Tools and Aids

	Leader, investment analysis team
	Extended investment analysis team
	
	


Description: Having identified the key aspects of program implementation necessary to achieve projected value and benefits, the investment analysis team leader establishes contact with and obtains commitment from all key stakeholders organizations to help plan execution and lifecycle support for the investment program. For example, if regional offices are to upgrade facilities or install new equipment, regional representatives help plan those aspects of execution so commitments to this specific program are compatible with the commitments and resource needs of other programs and activities within their region. If key stakeholders are not involved in program planning, it is highly unlikely resultant plans will be realistic and complete.

	Activity: Finalize Investment Analysis Plan

FIA-3

	Responsible Agent
	Products
	Approval Authority
	Tools and Aids

	Leader, investment analysis team
	Final investment analysis team
	Director, Investment Analysis
	


Description: The investment analysis team resolves any remaining issues associated with final investment analysis, and updates and finalizes the action plan. Changes at this point typically result from changes in team membership or their roles and responsibilities. Team members, including extended members, sign the action plan for final investment analysis, signifying acceptance and support by all participants and their parent organizations. If additional resources (including people) are necessary, the investment analysis leader should request assistance from the JRC Secretariat or appropriate business service or integrated product team.

	Activity: Reduce Risk and Finalize Requirements

FIA-4

	Responsible Agent
	Products
	Approval Authority
	Tools and Aids

	Investment analysis team
	Risk mitigation strategies

Risk management planning
	
	Risk management guidance


Description: Working with the integrated product team or management unit designated to implement the investment program, the investment analysis team conducts a detailed risk assessment of the selected alternative to identify and plan for major risk areas that threaten achievement of performance, cost, schedule, and benefit objectives. This includes detailed assessments of system safety, information security, and human factors. The investment analysis team may need to undertake or commission simulation or modeling using such tools as NASPAC or SIMMOD. All such risk-mitigation activities should be documented in the action plan for final investment analysis and supported with sufficient time and resources. Although such activities may extend the time necessary to complete final investment analysis, it is extremely important to bring risk to acceptable levels before initiating an investment program. It may be that excessive risk will lead to the investment analysis team to modify the investment approach or turn to a different solution. Resultant risk mitigation strategies and necessary resources are recorded in the final lifecycle program baseline and integrated program plan. Risk mitigation actions are monitored and updated throughout solution implementation at program reviews and executive-level reviews.

	Activity: Solicit / Evaluate Offers for Prime Contract(s)

FIA-5

	Responsible Agent
	Products
	Approval Authority
	Tools and Aids

	Designated integrated product team or management unit
	Solicitation / tasking packages

Evaluation of responses
	Lead, integrated product team or management unit
	AMS contracting process

Statement of work generator

Contract writing tool

Procurement toolbox


Description: The integrated product team or management unit designated to implement the investment program allocates requirements in the requirements document and work packages in the integrated program plan to various tasking and solicitation packages, as necessary to obtain the solution. The investment analysis team evaluates responses from offerors to finalize requirements, costs, schedules, and benefits in the lifecycle program baseline and tasking in the integrated program plan. The following sections in FAST provide policy and guidance, and facilitate the development of procurement packages:

· Contracting process, which contains more detailed activities related to issuing and evaluating procurement packages;

· Statement of work generator, which houses ready-made statements of work for different types of common procurements;

· Contract writing tool, which contains standard FAA contract clauses and sections; 

· Procurement toolbox, which houses detailed “how to” guidance related to agency procurement policy.

Note that contract award shall not occur until AFTER the final investment decision even though offers are solicited and evaluated during final investment analysis.
	Activity: Finalize Strategy for Implementation and Lifecycle Support

FIA-6

	Responsible Agent
	Products
	Approval Authority
	Tools and Aids

	Designated integrated product team or management unit working in conjunction with the investment analysis team
	Acquisition strategy paper
	Directors of the acquiring and operating organizations
	Template for the acquisition strategy paper


Description: The integrated product or management unit designated to implement the investment program works though the investment analysis team to develop a detailed implementation strategy for the alternative selected for implementation by the Joint Resources Council. The implementation strategy defines how the designated solution will be obtained and supported over its lifecycle. The overarching goal is to satisfy agency requirements and maximize benefits / value from the projected investment program. Typically, key elements of the implementation strategy include the technical approach, the procurement / competition approach, the support strategy, the deployment and testing strategy, and the in-service management strategy. The interfaces with other elements of the National Airspace System and the user are also vitally important, as are concomitant modifications to the infrastructure and facilities. The implementation strategy also identifies individuals and organizations responsible for implementing the solution and supporting it over the lifecycle, and defines their roles and responsibilities. The integrated product team or management unit typically uses planning tools such as the results chain or a strategic assessment to identify key assumptions, constraints, interrelationships, actions, and events that must occur for successful program implementation and realization of projected value and benefits. The implementation strategy is recorded in the acquisition strategy paper.

	Activity: Develop Detailed Program Implementation Plan

FIA-7

	Responsible Agent
	Products
	Approval Authority
	Tools and Aids

	Designated integrated product team or management unit working in conjunction with the investment analysis team
	Integrated program plan
	Directors of the acquiring and operating organizations
	Template for the integrated program plan


Description: The integrated product team or management unit designated to implement the investment program works through the investment analysis team to identify the actions and activities necessary to execute the program and realize projected benefits. Results are recorded in the integrated program plan, which is developed using the program work breakdown structure, which in turn is traceable to the standard FAA work breakdown structure. The integrated program plan must be as complete and mature as possible at the time of the final investment decision since the quality of the investment decision and the success of the program is crucially dependent on the quality of program planning. To accommodate residual uncertainty in program estimates, both the final lifecycle program baseline and integrated program plan are revalidated, and updated if necessary, after contract award to ensure they can continue to serve as the fundamental management constructs for program implementation. Screening information requests can and should be released and industry responses evaluated before final approval of the plan to ensure it reflects realistic program costs and schedules. 

	Activity: Finalize Lifecycle Program Baseline

FIA-8

	Responsible Agent
	Products
	Approval Authority
	Tools and Aids

	Leader, investment analysis team
	Lifecycle program baseline
	Directors of the acquiring and operating organizations

Acquisition executive
	Template for the lifecycle program baseline


Description: The investment analysis team, working in conjunction with the integrated product team or management unit designated to implement the investment program, develops the final lifecycle program baseline. This baseline establishes parameters for cost, schedule, performance, and benefit within which the implementing organization is authorized to perform and against which the program will be measured. The cost baseline must embody all lifecycle costs, including resources for acquisition, deployment and commissioning, maintenance and repair, and lifecycle support. It also includes funding for removal and disposal of any assets being replaced by the investment program, as well as restoration of vacated sites.  The cost baseline also includes the cost of any pre-planned product improvements, technology refreshment, telecommunications, buildings / power, and other costs that are part of the overall lifecycle management strategy. The SEOAT assesses the affordability of the cost baseline and reports results in the final investment analysis report.
	Activity: Prepare for Final Investment Decision

FIA-9

	Responsible Agent
	Products
	Approval Authority
	Tools and Aids

	Investment analysis team
	Investment analysis report

Briefing for the investment decision meeting
	Director, Investment Analysis
	Template for the investment analysis report

Template for the investment analysis briefing


Description: The investment analysis team records the results of final investment analysis in the investment analysis report, prepares briefing materials and documentation for the investment decision, and coordinates findings and recommendations with all key stakeholders. The investment analysis report contains the affordability assessment of the SEOAT and the lifecycle program baseline for the selected alternative, as attachments. The JRC Secretariat schedules the investment decision and confirms that all documentation required for the investment decision is complete and disseminated to JRC members for review before the decision meeting. 
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