
 

 

 
National Defense Industrial Association 

Integrated Program Management Division 
 
 
 
 
 
 
 
 
 

Subcontract Management Reserve Whitepaper 

May 31, 2018 
 
 

Revision 1 
 
 

National Defense Industrial Association (NDIA) 
2101 Wilson Blvd., Suite 700 

Arlington, VA 22201 
(703) 522-1820 

Fax (703) 522-1885 
www.ndia.org 

 
 
 
 
 
 
 

© 2018 National Defense Industrial Association, Integrated Program Management Division (IPMD) 

Permission to copy and distribute this document is hereby granted provided this notice is retained on all 
copies, copies are not altered, and the NDIA IPMD is credited when the material is used to form other 

copyrighted documents. 



  Subcontract Management Reserve White Paper 

© 2018 NDIA IPMD  1 

1 Introduction 
The NDIA Integrated Program Management Division (IPMD) Clearinghouse Working Group was 
asked by industry to address compliant options for handling and reporting subcontract 
Management Reserve (MR).  The specific issue:  “What are the recommended compliant 
methods for handling and reporting subcontract MR?”.   

1.1 Purpose of the Whitepaper 
To identify compliant options for a Prime in handling and reporting subcontract MR.   

1.2 Terms 
Not Applicable. 

2 Industry Survey 
The IPMD Prime/Subcontract Management Working Group conducted a survey with industry to 
support development of recommendations to address the issue, and 39 responses were 
received.  Two primary methods were identified, with reporting variations: 

1. Subcontract MR included in Prime’s Performance Measurement Baseline (PMB) as it is 
part of the price to the Prime, which is why it can be included in PMB. 

2. Subcontract MR included in Prime’s MR value, documented in the Program Log, and 
explained in the Integrated Project Management Report (IPMR) Format 5.  

However, both methods had mixed results relative to Government assessments: 

• Six of 39 responses indicated the Government had an issue with subcontract MR being 
included in Prime PMB.  

• One of 39 responses indicated the Government had an issue with subcontract MR being 
reported in the Prime MR and explained in IPMR Format 5.   

• Both common approaches have apparently resulted in Corrective Action Requests 
(CARs) being issued, although the CARs were issued more than five years ago. 

• Survey results indicate that the issue could be one of execution rather than 
interpretation. 

The survey also asked respondents what they would do to manage and report subcontract MR 
in the most effective manner.  Here are a few responses: 

• MR visibility within the sub IPMR is the best.  If no sub IPMR, I believe the only option is 
addressing it with Format 5.  At the end, we are all looking for a clean process that offers 
visibility. 

• It would reside as a planning package within the established PMB. 

• Discuss in the IPMR Format 5 how it’s done and the values.  This way it’s transparent.  
Don’t think there should be a one size fits all solution/approach. 

Note:  All the survey responses are attached. 
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2.1 DCMA Corrective Action Request (CAR) Database 
The Defense Contract Management Agency (DCMA) CAR database indicates that only eleven 
CARs have been issued on Guideline 14, Identify management reserves and undistributed 
budget, in the past three years, with only one CAR related to Prime/Sub MR.  In that instance, 
the Earned Value Management (EVM) System Description did not address the Prime/Sub MR 
process as used.   
DCMA will not direct how companies execute and therefore it is up to contractors to ensure a 
process exists and that programs follow the process.    

2.2 Analysis of Methods 
This paper analyzes the two most common methods for handling and reporting subcontract MR: 

1. Subcontract MR is included in the Prime’s PMB as a planning package. 
2. Subcontract MR is included in the Prime’s MR value and is segregated and explained in 

the Prime’s IPMR Format 5.   
Table 1 includes the benefits, potential issues, and EIA-748 guideline or IPMR requirements to 
consider for each option. 

Table 1 Prime/Sub MR Integration 

 Description Benefits Potential Issues Guideline(s) or 
Requirements Impact 

 
1.a 

 
Sub’s MR is included in 
Prime’s PMB as a 
planning package. 

 
Allows the entire Sub value 
to easily align/reconcile to 
Prime’s PMB. 

 
Highest compliance risk.   
10-15% response that this is 
a customer or DCMA issue. 
MR has no scope, is not 
time-phased, and cannot 
claim performance.   
Confusion on whether the 
planning package CAM owns 
the MR or the subcontractor. 
 

 
G/L 10 – Planning 
package indicates work 
scope… so what is the 
scope? 
G/L 14 – MR doesn’t 
have work scope… 
(does not comply with 
IPMR DID) 

 
1.b 

 
Sub’s MR (w/associated 
burdens) is included in 
Prime’s MR value but 
not explained in Prime 
IPMR Format 5. 

 
Provides traceability 
between Sub and Prime in 
Prime’s Program Log.  
Minimizes risk of non-
compliance.   
3-5% response that is a 
customer or DCMA issue. 
 

 
Does not provide customer 
with insight or understanding 
of this aspect of Prime/Sub 
relationship. 

 
IPMR DID requires MR 
value be explained in 
Format 5 (DID Section 
3.2.4.). 
 

 
2 

 
Sub’s MR (w/associated 
burdens) is included in 
Prime’s MR value and is 
segregated and 
explained in the Prime 
Contractor’s IPMR 
Format 5. 

 
Low risk of non-
compliance.  Full 
awareness of MR for total 
program.  

 
Requires extra tracking to 
ensure traceability in IPMR 
and Program Log(s).  Subs 
can provide MR log to 
Primes.  There is a risk that 
the Prime will think they can 
control Subs use of MR. 

 
IPMR DID requires MR 
value be explained in 
Format 5 (DID Section 
3.2.4). 

3 Conclusion 
There is no clear direction from survey results favoring one approach over the other.  However, 
there are recommendations to mitigate risk of non-compliance and support a more informed 
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decision on handling and reporting subcontract MR so suppliers can select a method best suited 
to their management styles.  DCMA does not recommend one approach over the other, only 
that the approach be defined in the contractor approved EVM System Description and 
implemented as defined. 

4 Recommendations 
As a result of the input from industry partners on the survey, the IPMD Prime/Subcontract 
Management Working Group recommends two actions:   

1. If the EVM System Description document includes specific detail on how to establish 
Sub’s MR, then follow that process for all applicable projects. 

2. If the EVM System Description document does not include specific details, the program 
can select a method that is best suited for the nature of work; is compliant with policies, 
procedures and other areas of the System Description; and is documented by the 
program (e.g. Program Directive). 

The contractor EVM System Description document should identify approaches to handling and 
reporting subcontract MR and contractors need to take ownership in providing guidance.  In 
unusual circumstances, you can also consult your DCMA EVMS point of contact with questions.   
The above actions will give the Prime flexibility to determine the best method for specific 
contract and avoid a “one size fits all” requirement for Industry in handling and reporting 
subcontract MR, while addressing potential issues with the Government in the early stages of 
executing a contract.   
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Detailed Survey Results:  
 
 

Handling and Reporting Subcontract Management Reserve (MR) Survey Results 
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