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AEON Group, LLC, (AEON) appealed in ASBCA No. 56142 from the termination
for default by the Defense Finance and Accounting Service (DFAS or government) of
Contract No. HQ0423-04-C-0003 for the “rehosting” of the Department of Defense
(DoD) Mechanization of Contract Administration System (MOCAS) from its existing
software platform to a new platform. AEON appealed in ASBCA No. 56251 from the
government’s final decision and demand to recover unliquidated performance-based
payments in the amount of $12,905,117.22. The parties’ previous cross-motions for
summary judgment were denied. 4AEON Group, LLC, ASBCA Nos. 56142, 56251, 09-2
BCA 9 34,263. We have jurisdiction under the Contract Disputes Act (CDA), 41 U.S.C.
§§ 7101-7109. Only entitlement is before us.

FINDINGS OF FACT

A. Background, Solicitation and Proposal

1. The MOCAS system at issue in these appeals is a “Critical system in the DoD
contracting and entitlement process supporting the Warfighter, Homeland Security and
Disaster relief” (app. supp. R4, tab 281 at 6). MOCAS is used by DoD for two primary
purposes: by the Defense Contract Management Agency (DCMA) for contract
administration, quality assurance, property management, contract payments and financial
administration; and, by DFAS to provide accounting services and payment functions for



wages and contracts.! Over 8600 users of MOCAS enter data into the system on-line
during the day; a batch cycle runs at night and the system then automatically generates
reports and payments. Contract payments are automatically generated by MOCAS when
the system is able to match up a contract, a receiving report and a contractor invoice.

(Tr. 1/42, 3/380, 4/753, 5/940, 1076, 1091; R4, tab 3 at 773) The MOCAS system is used
to pay out about $78 billion per month under government contracts (app. supp. R4,

tab 283 at 3; tr. 3/380-81). The existing MOCAS system (hereinafter “As-Is MOCAS”)
had three regional databases, referred to as MOCs: MOCG (southern region); MOCH
(eastern region); and, MOCL (western region) (tr. 3/383, 577, 599, 4/785; R4, tab 3 at
773). The As-Is MOCAS at the time of the contract at issue was complex and comprised
of over 1600 different programs (supp. R4, tab 106 at 14), was very old” and had
maintenance issues (tr. 1/44). Further, because the system was so old and “there had been
a lot of software coders that had played with the system” over time, “probably nobody
really had a full grip as to how good or how bad” the coding of the As-Is MOCAS was
(tr. 1/74). Documentation for much of the As-Is MOCAS system was nonexistent:

[T]he paperwork for MOCAS is not current. The system is
basically over 40 years old, and during that time a lot of the
changes that were made and everything, the paperwork on
them were lost.... As we make changes we try to baseline
what changes we are making, but no...we do not have a good
set of baseline documentation for the whole MOCAS system.

(Tr. 5/984) The As-Is MOCAS system used a SUPRA database which, at the time of
contract award had only about 200 users worldwide, compared to hundreds of thousands
of users of newer software like DB2. The government was concerned that the SUPRA
software was going to become unsupported, creating a variety of issues, in particular
security issues. (Tr. 4/688) In spite of these challenges, the As-Is MOCAS system
“operated pretty well” (tr. 4/733).

2. The government sought to have its MOCAS system be compliant with
then-current DoD regulations and to take advantage of newer technology and software.
Rather than incur the expense of a complete replacement of the entire system, after
consideration of various options, the government made the decision to update the existing
MOCAS system incrementally in steps. (App. supp. R4, tabs 100, 283, 290; tr. 4/685-86)

The goal of the program was to simply get MOCAS on a
platform that was maintainable, THEN, enhancements could

' DCMA owns 65% of the MOCAS system and holds all of the system’s
accreditations. DFAS owns 35% of the MOCAS system. (Tr. 3/557)
2 «[Clirca 1960” (app. supp. R4, tab 290).



be incrementally introduced by a [readily] available
[government] workforce, based on current and accurate
documentation....

The Undersecretary of Defense, Comptroller made the
decision to initiate a spiral acquisition program beginning
with the replacement of the underlying DBMS.P! This type of
program is not new or cutting edge. It has been successfully
performed numerous times and is nowhere near the risk [of] a
complete new development or modernization effort.

(App. supp. R4, tab 283 at 3)

In order to limit scope and minimize risk, the requirement was
to be completely technical, providing the exact look and feel
with 100% of the existing system functionality. There was to
be no functional change.

(App. supp. R4, tab 290)

As a technical upgrade, no new or altered functionality was
being introduced into the system as part of the Rehost. This
significantly reduced the potential for scope creep and
training requirements, increased user acceptance, and reduced
the need to interpret and refine requirements. These are
common risk areas in all projects that often result in schedule
and cost overruns, rework and disruption to production
operations. As such, per the [Statement of Work] (SOW),
“The contractor shall ensure that the rehosted MOCAS has
100% of the functionality of the As-Is MOCAS system.” The
SOW further clarified this requirement for the human-PC
interfaces, system interfaces, reports and queries, on-line
updates, batch updates, and error messages. In summary, all
outputs of the system were required not to have any visibility
of a change to the end user, and support the same business
and technical capability uses as the current system.

(Supp. R4, tab 106 at 1) The government expressed in its answers to prospective
offerors’ questions prior to contract award that it wanted the computer screens, reports

? Data Base Management System.



and all system output to remain exactly as it was before the update but to have all the
code, interfaces and documentation behind the output be updated.

QUESTION 118: Reference section 7 of the SOW, The
rehosted system will evidence no change to the screen layouts,
order of fields, character input, screen resizing capabilities,
help buttons, or any other characteristic.

ANSWER: Comment acknowledged. NO CHANGES to any
characteristics are permitted by the solicitation.

(R4, tab 1 at 183) The government considered its approach to present “limited
requirements” that made a firm-fixed-price contract appropriate (tr. 5/1079-80). A
firm-fixed-price contract “places upon the contractor maximum risk and full
responsibility for all costs and resulting profit or loss” (FAR 16.202-1) and

FAR 16.202-2(d) specifies that a firm-fixed-price contract is appropriate where:
“Performance uncertainties can be identified and reasonable estimates of their cost impact
can be made, and the contractor is willing to accept a firm[-]fixed[-]price representing
assumption of the risks involved.” The government also considered the use of a
firm-fixed-price contract to mean that the government’s oversight and involvement in the
work performed under the contract had to be limited (supp. R4, tab 106 at 3; tr. 1/135-36,
3/520-22).

[O]ne of our concerns was that we did not hinder [the
contractor] from their efforts. We did not want to be the
cause of any delays.

We certainly didn’t claim to have all the expertise.
[The contractor] was supposed to develop their own test
plans, own project management plans. It was pretty much
hands off, and they were supposed to complete everything,
and turn it over for Government testing, and at that point, we
would test the functionality.

(Tr. 4/710-11, see also tr. 5/909)

3. The government made the decision to provide the successful offeror a
“complete operation copy” of the As-Is MOCAS (tr. 4/660).

That was important because they were to deliver a system that
looked, felt, operated identical to the current as-is. So that

was the baseline. Everything was to be — we called it the gold
tape. Everything was to be compared to that, and that is what



(Id)

they were supposed to deliver, and it was very expensive by
the way. It was unheard of.

I think it was the first time that we had ever seen that
done, where a complete copy of the MOCAS was given, that a
complete operational copy was given.

A Over the course of the contract [it cost the
government] probably over a million dollars.

Q ...Did the Government furnish a detailed
design?

A We furnished a complete as-is, which is
better than any design document that you could ever
hope for.

A AEON was supposed to develop {the]
design....

(Tr. 4/729-30, see also tr. 4/874, lines 6-11) On 9 November 2005 AEON expressed its
understanding that there were usually no design specifications for a conversion project
such as the one at issue:

In the new development project business and systems
requirements specifications are available. From these
specifications, architecture and designs are developed and
documented. The design documents are used to create
program specifications which in turn enable program
development. Programmers develop their programs in
accordance with the program specification. When the
program is developed the programmer unit tests the program
against the program specifications. For conversion projects
such as MOCAS Rehost there usually are no business or
systems requirements and no design or program
specifications. Further, the programs are partially or fully
converted using a tool.




(Supp. R4, tab 68 at 2) (Emphasis added) We find that the copy of the As-Is MOCAS
system provided to the successful bidder was the performance specification to which
AEON was to design and produce the Rehosted MOCAS.

4. On 25 July 2003 DFAS issued Solicitation No. MDA240-03-R-0003 for the
MOCAS Rehost project which was described as:

1. Scope
The scope of this procurement is all services and supplies

associated with, or supportive of, the rehost of the [MOCAS]
including but not limited to:
e Technical migration of MOCAS to execute on a
Defense Information System Agency (DISA)
Standard Operating Environment (SOE)
compliant Relational Database Management
System (RDBMS).
e Development of all system and project
documentation.
e Repair of the rehosted MOCAS after
installation

2. Background

MOCAS is an automated integrated financial and contract
administration system developed in the late 1950’s and
enhanced over the years to maintain regulatory compliance
and to support new business functionality. The system has
over 8,600 authorized end users from the [DFAS], [DCMA]
and other DoD components who access the system from
locations worldwide. MOCAS resides on a DISA mainframe
at the Defense Enterprise Computing Center (DECC),
currently in Columbus, Ohio, and consists of three separate
databases (MOCH, MOCL, MOCG) that serve two regions:
East and West. Each database has its own copy of
executables (programs) and Job Control Language (JCL).
MOCAS consists of both interactive on-line (MANTIS and
Customer Information Control System (CICS)) and batch
system processing. The primary programming languages are
COBOL and MANTIS, and a few programs written in
Assembler. There are a number of systems that interface with
MOCAS using a variety of platforms and interface methods
that are critical to the overall functions of MOCAS. These




systems are not part of the MOCAS rehost, but their
interfaces must be maintained. There are approximately 1.5
million lines of source code maintained using a single source
code library. The executables are, in large part, mirrored in
each of the three databases.

3. Objective
The objective of this program is to begin the incremental

progression of MOCAS toward a modern, integrated business
solution. DFAS is, in furtherance of this objective, rehosting
MOCAS. This will provide a foundation for future business
process improvements, technical capabilities, and reduced
costs. However, none of those improvements are included in
this contract.

(R4, tab 1 at 8)

5. On 12 August 2003 DFAS held the MOCAS Rehost Request for Proposal
(RFP) Conference at which Mr. Art Gold, Director of Systems for Commercial Pay
Business Line (CPBL), presented information to prospective bidders in the form of
PowerPoint slides (R4, tab 1 at 94-121; tr. 1/47). Over 30 companies expressed interest
in the project (supp. R4, tab 120 at 2). AEON was represented at the conference by
Mr. Glenn Henry (R4, tab 1 at 124). The conference slides described the existing As-Is

MOCAS system as follows:

MOCAS was developed in the late 1950°s

The last significant upgrade was in the early 1980°s migrating
MOCAS from Honeywell to Total Information System (TIS)

In 1998 MOCAS was moved to its current technology,
SUPRA DBMS

e  Minor compared to Honeywell to TIS move
e  Hierarchical DBMS with link paths to data

* Mr. Gold was one of the principal architects of the MOCAS rehost project

(tr. 2/273-76). Mr. Gold worked for AEON after his retirement from DFAS,
which occurred sometime before the contract at issue was terminated for default

(tr. 2/274).



e MOCAS contains approximately 1.5 million lines of code

COBOL - 1M lines
MANTIS - 450K lines
JCL — 73K lines
Assembler — 5K lines

e MOCAS has over 50 interface applications
e Shared Data Warehouse (SDW)

e Integrated extension of MOCAS SUPRA resident
database

e  Provides reporting and query capabilities

e Linked and populated via a hardware/software
configuration referred to as “Forward Technical
Bridge (FTB)”

e  All changes to MOCAS data is [sic] captured by a
“change detector element” of the FTB and flows
to/updates the SDW

¢ The existing documentation is outdated and incomplete

(R4, tab 1 at 101-03) The desired period of performance was presented to the prospective
bidders as a total of 720 days or 2 years consisting of 540 days for contractor
development and test, after which the Rehosted MOCAS was to be delivered to the
government for 180 days of Government Test and Evaluation (GT&E)’ consisting of

90 days for functionality testing and followed, if functionality testing was successful, by
90 days of production testing of the installation of all three MOCs (R4, tab 1 at 109;
finding 18).

6. All questions and comments submitted by potential bidders as well as the
government’s answers (R4, tab 1 at 156-212) were posted at
www.dfas.mil/aso/contract/index.htm and available to all potential offerors by 22 August
2003 (R4, tab 1 at 165). Among those pertinent to these appeals were:

3 User acceptance testing (UAT) and GT&E are used throughout the record to refer to the
same phase of the contract (tr. 3/427).



QUESTION 15: Will subject matter experts [SMEs] be
readily available as required, or should we plan for delays in
having access to subject matter experts and further delays in
their responses to our questions? What standard of timeliness
of access and response will DFAS provide to the vendor?
ANSWER: The Government will not provide SMEs. The
Government does not guarantee that it will answer any
particular question that is submitted, however, questions may
be submitted IAW par. 5 of the statement of work. There is
no standard of timeliness of responses.

QUESTION 16: [a] Will application operational personnel be
readily available as required to demonstrate operation of the
programs, or [b] should we plan for delays in access to
application operational personnel and/or time constraints on
our use of their time in demonstrating operation of the
programs? [c] What standard of access and availability will
DFAS provide to the vendor?

ANSWER: a.) No. b.) Questions may be submitted [AW
par. 5 of the statement of work. c.) None

(R4, tab 1 at 159)

QUESTION 29: The contractor shall submit, as part of its
proposal, and in accordance with the terms of the solicitation,
a Software Test Plan. The Government will use the test plan,
during the course of the contract, to monitor the contractor’s
progress toward timely and acceptable performance and to
determine whether deviations from this plan are conditions
threatening performance. There’s no mention of Government
participation during testing. We request that the Government
participate during all testing to ensure successful testing and
that the size of the Government team be agreed upon 60 days
prior to the test period.

ANSWER: See SOW section 9. The Government may
observe but will not participate in contractor testing.

QUESTION 30: ...[A] complete copy of MOCAS....one
time snapshot of full-production data. Will this snapshot
include enough data to be representative of the 100%
functionality (Daily, Monthly, Yearly, etc) of MOCAS to
include error processing and exception reporting?



ANSWER: Not necessarily, there is the possibility that
specific types of data may not be included in the snapshot at
the time it is replicated. The as-is snapshot will be able to
process any and all data that the corresponding production
database can. Therefore, the contractor can simulate any type
of data and process it through the as-is environment. This
includes the data for error processing and exception reporting.

(R4, tab 1 at 162)

QUESTION 33: Reference: Section C, paragraph 2 “The
executables are, in large part, mirrored in each of the three
databases.” Concerning the “mirrored” executables in the

3 environments that are “in large part” the same, should the
contractor assume that the code is exactly the same, or should
a percentage delta factor be assumed? Please supply this
factor if known.

ANSWER: A significant portion of the performance under
this contract is to ascertain the as-is environment. The
Government is aware that the three environments are “in large
part” mirror images. The Government suspects that the three
are the same. However, the Government does not know the
precise extent of possible variances between the three
environments.

(R4, tab 1 at 163)

QUESTION 36: Will the Government have access to the
as-is legacy MOCAS system (as awarded to the contractor)
that will permit testing against this baseline as well as
verification? -

ANSWER: The Government will have access to the as-is
system, and a back copy of the as-is system, at all times. The
Government will not interfere in the contractor’s use of the
as-is system during development and testing. After delivery,
the Government will use the as-is system as its benchmark.

QUESTION 38: Will contractor staff be permitted to
schedule MOCAS re-host activities such as online and batch
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jobs at their priority and discretion or will the Government
require prior coordination?

ANSWER: The as-is MOCAS, the testing environment and
the development environment will all reside on the same
mainframe and will be available and dedicated to the MOCAS
rehost project. The Government will not interfere in the
contractor’s use of the as-is, development, or testing system.

QUESTION 49: ...[W]hat criteria will the Government use
to assess 100% functionality in the rehost?
ANSWER: See SOW sections 7 and 11.

(R4, tab 1 at 164, 166)

QUESTION 62: Do Test Scripts or a Software Test Plan
exist for MOCAS As-Is? Even informal test scripts may be
beneficial to the vendors bidding on this solicitation
ANSWER: The Government will not provide Software Test
Plans for the MOCAS As-Is. However, if the contractor,
during the course of performance, discovers additional
documents, they may be requested through the [Contracting
Officers Representative] (COR).

(R4, tab 1 at 169)

QUESTION 74: On several occasions within the RFP, the
Government states that it cannot guarantee its ability to
answer questions related to the MOCAS as-is system due to
incomplete/outdated knowledge of the system. How does the
Government expect an offeror to provide the required plans
identified in Section Four Project Management in any
meaningful detail or substance without having had an
opportunity to conduct an assessment of the MOCAS As-Is
environment, and an analysis of approximately 1.5 million
lines of code?

ANSWER: The Government is seeking a contractor with the
expertise to do so.

(R4,tab 1 at 171)
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QUESTION 77: The Government specifies in Section Seven
Functionality that it requires the re-hosted system will have
100% functionality of the as-is system. Can the Government
define 100% MOCAS functionality? Can the definition be
provided in specific terms, quantified by the number of
conditions, parameters and screen definitions that constitute
MOCAS 100% functionality?

ANSWER: See SOW par. 7.

(R4,tab 1 at 172)

QUESTION 98: Will DFAS consider the test coverage to be
sufficient if it covers the program logic exercised in a
simulated normal operational cycle for each program? Or will
DFAS want the test coverage to be forced to follow all
accessible logic paths?

ANSWER: The contractor must determine what testing is
sufficient to ensure the rehosted MOCAS complies with the
contract requirements.

(R4, tab 1 at 178)

QUESTION 101: ...[A] complete copy of MOCAS....one
time snapshot of full-production data. Will this snapshot
include internal and external interfaces to include incoming
and outgoing?

ANSWER: The Government will provide an as-is snapshot
that is a replica of the production environment. The snapshot
will be able to process any and all data that the corresponding
production database can. There is the possibility that specific
types of data may not be included in the snapshot at the time it
is replicated. The snapshot will contain the programming,
within MOCAS, necessary to operate the interfaces. To
conduct testing of those interfaces, see SOW section 9.

(R4,tab 1 at 179)

7. AEON submitted its proposal on 1 December 2003 in which it stated that it had
“just completed another successful conversion of MANTIS and SUPRA to CICS COBOL
and DB2 with full production implementation.... This proposal will demonstrate how we
can achieve the same success for DFAS.” (R4, tab 2 at 220, 222-23) AEON’s proposal
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demonstrated its understanding of the government’s decision to modernize MOCAS
incrementally and to make the Rehosted MOCAS transparent to its users:

The Government is embarking on a long term project to
incrementally transition the MOCAS system to a modern
integrated business solution. The MOCAS Rehost Project is
the first step in that transition. MOCAS will be moved to a
modern technical infrastructure without impact to the
MOCAS user community as the functionality, look and feel of
the system will mirror the current MOCAS environment.

(R4, tab 2 at 220) The proposal also stated:

MOCAS end users will not experience any change in system
functionality, data content and quality. The current business
processes and workflow will remain unchanged and the
functionality, look and feel of the MOCAS Rehosted System
will mirror the current system. Therefore, the system changes
will be transparent to the user community.

(R4, tab 2 at 221) AEON’s proposal continued:

We believe we are uniquely qualified to assist you with this
major undertaking because of our:

e Team — Our highly skilled management and
technical team with in-depth MANTIS,
SUPRA, DB2 and MOCAS knowledge and
expertise, complex and large conversion
projects, effective testing and extensive project
management experiences will reduce the risks
inherent to a project of this magnitude.

e Methods, Processes and Best Practices — Our
Rapid conversion life cycle approach and
process, industry recognized standards of CMM
and PMI (Project Management Institute) for our
program management, our testing best practices
and our ability to properly manage risk, avoid
potential project pitfalls will produce high
quality, timely deliverables.

13



e NPGen Conversion Tool — Our proven
MANTIS and SUPRA specific conversion tool
will expedite the conversion process while
producing consistent and high quality
deliverables.

e Our Extensive Experience — While others
may claim that they can do it, we have done it
successfully many times.

(R4, tab 2 at 221, 254) AEON listed 11 previous projects, 6 in detail, of which 2 were
previous DFAS projects. One in particular, the DFAS SCRT project, was identified by
AEON as having multiple similarities to the MOCAS Rehost project. (R4, tab 2 at
222-25,255-59) AEON proposed to complete the contract work in 24 months at a
firm-fixed-price of $14,899,316.00 and was the highest of the bids submitted to the
government (R4, tab 2 at 215, 242, tab 3 at 765; tr. 1/68-69, 4/656-58; finding 10). AEON
proposed to use “our proven conversion tool, NPGen, a rapid conversion approach” that it
represented to be “our proprietary” and “internally-developed” software conversion tool
(R4, tab 2 at 220, 227, 229-30, 262, 264-66; tr. 1/50-51, 4/658). AEON’s proposal further
included key management personnel: John Allwood as Project Manager and Lech
Lakomy as Technical Manager®, as well as a dedicated Program Manager (Dori Overby) to
provide additional oversight and an Internal Audit Executive (Shirin Javid) who would
spend two days per month for the duration of the project reviewing and validating the
project processes (R4, tab 2 at 237-39, 286-90, 300-31, 338-42, 372-76). The government
found AEON’s proposal to present “strong management plans and had consistent, easily
understood, documented processes that appeared repeatable.... With...strong technical
and management qualifications, and several value added features, the Government selected
AEon’s proposal as representing the best value.” (Supp. R4, tab 106 at 4-5; tr. 5/892-93)
AEON also proposed to use its “successful automated testing approach,” grouped into ten
major categories (see finding 55), to provide “more comprehensive testing with fewer
people and for a shorter period of time leading to increased testing productivity,
consistency, quality and ultimately reducing the conversion risk” (R4, tab 2 at 232-33,
270-72).

S The proposal also identified Mr. Lakomy as the “sole developer of NPGen, a highly
sophisticated PC based tool suite used to inventory, parse and analyze MANTIS,
COBOL and SUPRA/TOTAL which will be the conversion tool used on the
MOCAS project” (R4, tab 2 at 238).
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8. AEON’s proposal included an extensive risk analysis and proposed specific
means by which AEON intended to manage the risks it identified. The proposal included
“several million dollar[s],” stated as a contingency, to cover the various risks identified by
AEON (tr. 4/657).

The most significant risk to the MOCAS project is the lack of
participation by the MOCAS technical and business users.
We will minimize the risk by using [Computer Sciences
Corporation] CSC!"! resources that bring a wealth of DFAS
and MOCAS related experience to the project team in the
form of the Functional Manager, QA leader, testers and
programmers. We have additional team members who have
MOCAS and/or contract management and/or DFAS
experience to further minimize the risk.[®]

(R4, tab 2 at 236, 275)

9. A total of five proposals, including AEON’s, were submitted in response to the
solicitation and evaluated by the government (supp. R4, tab 120 at 2; tr. 1/99, 4/656,
5/892).

B. Contract

10. On 1 April 2004 Contract No. HQ0423-04-C-0003 for the MOCAS Rehost
Program was awarded to AEON for the firm-fixed-price of $14,899,316.00. “This
contract will convert/rewrite all existing MOCAS software programs to a [RDBMS]
which will enable DFAS to begin its incremental progression toward a modern, integrated
business solution that is compliant with the DoD Business Enterprise Architecture.”

(R4, tab 3 at 765) Contract line item no. (CLIN) 0001, Rehost MOCAS System, in the
amount of $14,849,316.00 (all but $50,000 of the total contract price) was described as:

7 AEON’s proposal identified CSC and IBM as “alliance partners” (R4, tab 2 at 220, 253,
261-62).

8 AEON hired employees who had “a lot” of MOCAS experience. A few of them were
identified at the hearing as: Dwight Layden, whose nickname was said to be
“Mr. MOCAS” (division chief of programming under DLA before DCMA and
DFAS were split off), Sandra Livingston, Don Miller, Ruth Owen (programming
supervisor in the financial area), Sheila Gretar (financial analyst and functional
analyst in MOCAS), Jim Wheeler (DISA) (tr. 4/782-83, 5/942-43).
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The contractor shall provide all tasks identified in the
statement of work including installation on the test and
production platforms of the rehosted MOCAS; delivery of
rehosted MOCAS and migration programs, both with full
documentation; and sequential migrations of the as-is data to
the rehosted MOCAS. This CLIN excludes statement of work
tasks for Government directed travel, and the repair and
software license options.

(R4, tab 3 at 770) CLIN 0002, Government Directed Travel, was priced in the amount of
$50,000 and CLIN 0003, Option—Repair, never exercised (tr. 1/110; see also
finding 71), was priced in the amount of $668,316 (R4, tab 3 at 771-72).

11. The SOW ¢ 4, Project Management, required AEON to submit as deliverables
under CLIN 0001, as well as update throughout contract performance, a Program
Management Plan (PMP),’ Program Quality Assurance Plan (PQAP), Software
Development Plan (SDP), Configuration Management Plan (CMP), Software Test Plan
(STP)'® and a Transition Plan that AEON was to use to manage its performance under the
contract. “The Government will use these plans, during the course of the contract, to
monitor the contractor’s progress toward timely and acceptable performance. The
Government may determine that deviations from these plans are conditions threatening
performance.” (R4, tab 3 at 773) AEON was also required to provide a biweekly status
report identifying work performed and issues impacting performance, minutes of monthly
In Process Review (IPR) meetings, and a single, ongoing document in which each
milestone met was documented so that it reflected the total progress of all the milestones
identified in the PMP (see, e.g., app. supp. R4, tab 172 at 8; see also findings 21, 24, 49,
63, 65, 70). (R4, tab 2 at 236, tab 3 at 773-74; app. supp. R4, tab 169; tr. 2/191,
3/397-99) SOW 9 4 provided that:

The Government expressly reserves the right to observe,
shadow, question, make suggestions to, and otherwise interact
with the contractor during the performance of the contract.
However, the contractor is responsible to notify the
Contracting Officer (CO), in writing, if at any time it believes
that the communication under this term is interfering with the
performance of the contract and provide the Government

? The PMP was a “living document” that was updated throughout contract performance,
the most current version of which was submitted to the government on a regular
basis. See R4, tab 25 for what is annotated as the final PMP (Sept 2006).

% See finding 16.
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24 hours to evaluate the objection and if appropriate,
discontinue the behavior.

(R4, tab 3 at 774)
12. SOW § 5, As-Is MOCAS, provided:

The contractor, in order to reproduce the current MOCAS
functionality in a RDBMS, must ascertain the functionality of
the current, as-is MOCAS. The contractor will have:

e ..[A] complete copy of MOCAS systems loaded with a
one-time snapshot of full-production data. The
boundaries of the as-is MOCAS are contained in
section J, attachment 1.7, MOCAS Rehost As-Is
Documentation — MOCAS Technical Environment
Chart.... [I]nterfaces, applications, or files not
designated as part of the as-is MOCAS in that
attachment [may not be changed].

e The as-is documentation provided as an attachment
to this [contract]. The as-is documentation only
represents a high-level approximation of MOCAS.
It is based on incomplete and/or outdated
documentation.['!

e The option of submitting questions, in writing, through

the COR.

e However, the Government does not guarantee
that it will be able to answer any particular
question that is submitted because of the
incomplete and/or outdated knowledge of
MOCAS.

e These questions and answers do not relieve the
contractor from responsibility for ensuring that
it has a thorough and correct understanding of
the as-is functionality.

e The Government will acknowledge the
contractor’s requests within two business days.

' One of the purposes of the contract to rehost MOCAS was to provide updated
documentation (tr. 5/1087; see also findings 4, 10, 18, 19, 52, 54, 71, 115).
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(R4, tab 3 at 774) With respect to the provision of the “one-time snapshot of full-production
data”:

We provided a -- we went to DISA and asked them
that since we knew that this documentation on the MOCAS,
was antiquated, we wanted to make sure that they had a
system that they could go back to, so that when they were
converting on this side, they can go back and test over on the
current system to make sure that it was doing the same thing
as it was doing over here, and it would be doing the same
thing when they converted it.

So we provided them a one time snapshot of all three
databases for them to use, which was very costly.['>

We provided [AEON] with a system so that they can
compare and they can see how the system was functioning.
They could go and do a test and use that so when they were
over here, and they were having difficulties, they could go
back to the other system to compare.

...[T]hey can get new log-ins, and a new sign-on, and
enter data, and go in and see how it works, and basically to
see how it was working today, and then when they went and
converted it, they could go back and check and see if it was
doing the same thing in the old system when they converted it
over to the new system.

(Tr. 3/405-07; see also tr. 5/908-09)
13. SOW 9 6, System Development, provided:

The contractor will - -
e update, convert or rewrite MOCAS’s MANTIS,
COBOL, and all other programs and batch JCL
jobs,

12 (See finding 3).
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using, on the mainframe, only programming
languages, conversion or development tools that
are listed as GFP, or that have received a waiver
from the CO,

and using, on a workstation connected to the
ELAN, only software listed in section J,
attachment 2.1, provided as part of the standard
DFAS office automation software load, or that
has received a waiver from the CO

to execute using a contractor developed/converted
database utilizing a Government-furnished,
Government-installed RDBMS as identified in
section 16 of this SOW,

that accommodates the consolidation of the
current three physical databases into a single
instance with a single set of executable files and
JCL,

mapping the as-is MOCAS database file structure
to the rehosted MOCAS database,

which shall reside on a Government-provided
mainframe,

running a Government-tailored operating system
loaded with all software listed in section J,
attachment 2.4.

The Government will - -

no later than 90 days after the date of award,
provide the contractor test and development
environments running a Government-tailored
0S-390 operating system loaded with all GFP
software,

and on or before September 30, 2004, inform the
contractor that a Government-tailored installation
package to upgrade to a Z/OS operating system
with a list of the Government-provided software
that is included in the package is available,

over the course of no longer than 72 hours, install
the available installation package within 30 days
of the contractor’s written request or one week
prior to the beginning date for delivery of

CLIN 0001, whichever is earlier,
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Any product used in support of this contract, but not
required to be used in the Government testing and
production environments may be loaded on a stand-alone
workstation.

The Government will maintain and ensure operability of
the mainframe hardware and the government-tailored
operating system. If there is a failure of the mainframe
or government-tailored operating system, the
Government will repair or replace it within 48 hours.

Access to the mainframe via PC and ELAN will be
available to the contractor 24 hours per day, every day of
the year except for up to two 24-hour periods per month.
The contractor will not have physical access to the
mainframe.

(R4, tab 3 at 774-75)
14. SOW ¢ 7, Functionality, provided the following:

The contractor shall ensure that the rehosted MOCAS has
100% of the functionality of the as-is MOCAS system.
Functionality is:

e the ability of the software delivered under this
contract to operate on the
Government-furnished hardware provided under
the terms of this contract

e while supporting every one of the same
Government business uses that can be
performed using the as-is MOCAS system (for
example reports, inputs, processes, outputs,
screen layouts, interfaces, system accessability
to users, windows of availability) without any
visibility of a change to the end users

e while supporting every technical capability, use,
and purpose of the as-is MOCAS system (for
example internal controls, edits, screen scrapes,
system response times, capacity for ongoing
operations, performance characteristics, archive
capability, scalability, back-up and restores)



e and, while ensuring that the Government is able
to retain or obtain the same level of security
accreditation as the as-is MOCAS system....

The contractor shall read the definition of functionality
broadly, that is, to be inclusive of features rather than
exclusive of features. Functionality includes but is not limited
to:

e The human-PC interface. The rehosted system will
evidence no change to the screen layouts, order of fields,
character input, screen resizing capabilities, help buttons,
or any other characteristic. For example, if a special key
must be struck today, then that same key must be used in
the new system. In addition, end users must have access
only to that portion of the MOCAS data as they have in
the current MOCAS system. The contractor must ensure
that the same emulators used today by end users can
remain in use in the rehosted system.

e System interfaces. The rehosted system must maintain all
system interface capability as the as-is MOCAS system,
without requiring any changes to non-MOCAS systems.

e The contractor must retain all interface
functionality. Where any part of a system
interface, whether files or programs, are
identified as part of the as-is MOCAS, the
contractor may change them, while maintaining
full functionality. If they are not identified as
part of the as-is MOCAS, the contractor may
not change them, and as with all interfaces, their
functionality must be maintained. The
contractor shall notify the COR of any
applications not indicated on the MOCAS
Technical Environment Diagram as soon as they
are identified by the contractor. As with all
interfaces:

e Any file transferred with a particular file
transfer protocol must remain capable of being
transferred with that protocol.

e Where systems interface with MOCAS via
emulators on a PC, the contractor must ensure
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that the interfaces are maintained using the
same emulators.

e Reports and queries. All reports and queries will have the
same data elements, formats, information, order,
distribution (for example reports via the Mechanization of
Reports Distribution System (MORDS)) and all other
characteristics as generated by the as-is MOCAS system.
Specifically, all reports must be based only on the portion
of the data from which it is drawn in the as-is MOCAS.
For example, if a report in the as-is system is drawn only
from the “West” database, it must still only be drawn from
that data in the rehosted system.

e On-line updates. Any updates performed on-line in the
as-is MOCAS system will be performed on-line in the
rehosted system. The same on-line edits will be
performed in the rehosted system as in the as-is MOCAS
system.

e Batch updates. Any updates performed in batch in the
as-is MOCAS system will be performed in batch in the
rehosted system. The same batch edits will be performed
in the rehosted system as in the as-is MOCAS system.
The system must allow for timing of batch processing
(including all pre-cycle and post-cycle maintenance,
back-ups and restores), which does not alter the as-is
MOCAS system on-line availability for each time zone.

e [Error messages. Error messages generated by the
MOCAS application software will be numbered and
worded in the rehosted system the same as they are
numbered and worded in the as-is MOCAS system.

The contractor shall, if it determines that any component of
the as-is MOCAS code does not perform a function, prepare a
written explanation of the rationale, prepare complete
documentation of the code, and submit it to the COR for
permission prior to making a determination that it is not part
of the system functionality. The contractor understands that it
is unlikely that the Government will give permission to omit
from the rehosted MOCAS code believed to be inactive.

(R4, tab 3 at 775-76) Under this requirement, the rehosted system was to look and
operate exactly the same as the As-Is MOCAS system so there was no need to retrain the
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government users (tr. 1/74-79, 5/1087-88). DFAS MOCAS Program Manager Castrillo
described it as follows:

Q How was the rehosted MOCAS supposed to
operate when it was delivered to the government?

A No different than as-is MOCAS. One of the
examples I always gave was, because we acknowledged that
there’s things that MOCAS did that probably wouldn’t be
correct.... I’ll give you a high level example. If MOCAS
said 2 plus 2 is 5, if the as-is MOCAS said that, the
expectation was that when it’s rehosted 2 plus 2 would equal
5. Because there were a couple times that, you know, we got
approached, hey we could correct this or, you know, we could
correct something, and I would say, no, you’ve got to make it
work, if it’s wrong it’s wrong. I mean, you know, it just has
to do what MOCAS is doing today, don’t make it do
something [else].

(Tr. 5/1087-88)

15. Contracting Officer (CO) Gladski was identified as a Buyer up to and
including the date of contract award. He then became the primary CO on this contract
until he retired from DFAS in June 2008 (tr. 1/30). CO Gladski was involved in drafting
the terms and conditions of the solicitation and resulting contract (R4, tab 3 at 765;
tr. 1/46, 62, 75, 2/267). Both documents, due to minimal existing documentation, made
identification of the functionality of the As-Is MOCAS the responsibility of the contractor
(tr. 1/73-74, 2/235-36).

(Tr. 1/76)

The requirement was pretty clear that the rehosted
system was basically a form fit function replacement of the
as-is, and was to mirror exactly the functionality of the old
system as it would have been transported or converted on to a
new platform.

By limiting the conversion effort to 100% functionality
of the As-Is system, the Rehost project was unique in
that the test results from the[] rehosted system should
exactly match the results of running the same transaction
through the original system.



(Supp. R4, tab 106 at 16)

16. SOW 9 9, Contractor Testing, provided:

The contractor shall submit, as part of its proposal, and in
accordance with the terms of the solicitation, [an STP]. The
Government will use the test plan, during the course of the
contract, to monitor the contractor’s progress toward timely
and acceptable performance and to determine whether
deviations from this plan are conditions threatening
performance. The test plan will include, af a minimum:

unit testing,

integration testing, which includes exception
testing, interface testing, and testing the rehosted
MOCAS functionality

performance testing, which includes expected
level and stress level testing of system
availability, volume and response time capability
trial migrations including at least one complete
migration of all the data in the as-is MOCAS
databases by incrementally migrating one
database at a time until all the data is copied into
the rehosted MOCAS system on the test platform

The Government may, during the performance period,
recommend exception and other testing scenarios that the
contractor may consider in its testing process.

Notwithstanding any contractor testing, the Government
expressly reserves the right to conduct any testing in order to
determine that the rehosted MOCAS complies with all the
terms of this contract. No testing by the Government will
relieve the contractor from its responsibility to comply with
all the terms of this contract.

(R4, tab 3 at 776-77; tr. 4/739-43) (Emphasis added)



17. SOW 9 10, System Delivery and Set-up, provided:

The contractor shall deliver, as part of CLIN 0001, all the
source code, executable objects and all other development
products or programs for the rehosted MOCAS.

The contractor will have included in its Project Plan, the
following tasks, task durations, and shall:

No later than the beginning delivery date for CLIN 0001,
completely purge the test platform of all data and
programming.

On the beginning date of delivery for CLIN 0001, in the
presence of the COR and any other Government
representatives, install the rehosted MOCAS programs
and new MOCAS database on the testing platform.
Complete the installation within 24 hours.

Upon completion of the installation, using the ET&L
programs provided in paragraph 8, above, migrate the
data from one of the three as-is databases to the rehosted
MOCAS.

On the 7™ calendar day after completion of the migration
of the first database, migrate the second as-is MOCAS
database to the test platform.

On the 7" calendar day after completion of the migration
of the second database, migrate the third as-is MOCAS
database to the test platform.

The Government will, for each database, no later than

30 days after the third migration, notify the contractor to
migrate any government-edited data from the ET&L
suspense file to the test platform.

The contractor shall have 24 hours to complete each
migration.

(R4, tab 3 at 777-78)

18. SOW q 11, Acceptance/Rejection, provided:

The Government shall accept or reject CLIN 0001 within

30 days from the final migration of live, legacy production
data to the rehosted MOCAS. At any time prior to final
acceptance, any discrepancy between the functionality of
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the rehosted MOCAS and the as-is MOCAS, or any other
failure to meet the requirements of this solicitation, may
be a basis for rejection. Documentation may be rejected if:
(1) there is any instance where the documentation does
not reflect the configuration or function of the
rehosted MOCAS
(2) it does not provide sufficient instructions to
operate or maintain any portion of the rehosted
MOCAS, and/or
(3) it does not comply with any other requirement in
this contract.

(R4, tab 3 at 778) (Emphasis added) SOW 9 11 also included the following timeline:

Example Timeline

A [ g0days | > B e 90 days ——» ¢ ]

mamw ([N | B e ———— s S

180 Days Government
¢ i Testing/Acceptance

Y

-‘! CLIN 0003 Repair '[ —>

A |The due date for the beginning of delivery of CLIN 0001 ]

‘B |Installation for production testing — beginning 90 days after the due date for the beginning of delivery of CLIN
: 0001. Beginning of option CLIN 0003, if exercised.

[C ; Deadline for Government’s Acceptance or Reijection

(R4, tab 3 at 778) The timeline was explained as follows:
The delivery of the rehosted MOCAS and documentation
defined within the SOW was to occur over 180 days during
Government Testing and Acceptance phases. The
Government estimated that it would require 90 days to
perform [the initial GT&E period of functionality testing].
Upon successfully testing the system [A-->B], the production
MOCs would be migrated to the rehosted system over a 90
day / 3 month period [B-->C] in which one of the three MOCs
would be migrated each month. The Government would
accept or reject the system and documentation within 30 days
from the final migration. At the time the SOW was written,
the Government felt that this was a reasonable estimate, but it
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was dependent on the contractor properly testing the system
(i.e. unit and system integration testing) to ensure that the
rehosted MOCAS had 100% of the functionality of the as-is
MOCAS system. Assuming this contract term was met, a 90
day GT&E was more than sufficient for conducting the
Government’s tests.

(Supp. R4, tab 106 at 3-4; see also findings 2, 5) Program Manager Castrillo described
the process as follows:

[GT&E] was the government testing and evaluation, it was
the government’s opportunity to test and evaluate what was
being delivered. This system issues millions upon millions of
dollars in payments a year, or in a day I think $20 million. So
we didn’t want to put it in production and have...any fatal
errors or any problems. So we set aside 90 days in the
contract to do whatever testing we wanted or we felt was
necessary, and then so that was our period before we put it
into production.

...]O]ur evaluation period was actually I believe 180
days, 90 days was to do it outside of production and then 90
days within production.... [W]e go one MOC at a time
because again being an old system, you know, you want to be
careful about how you proceed.

...[I]t was our full responsibility to determine that the
terms of the contract were met, that we had an adequate
system, that we had a rehosted system that would fully operate
the way as-is MOCAS [operated].

(Tr. 5/1088-89) When asked what AEON’s role was to be during GT&E, Castrillo
testified that AEON didn’t really have a role in GT&E, stating that “their job should have
been done” (tr. 5/1089-90).

AEON was responsible for ensuring the system was delivered
with 100 percent functionality. So it was a working system.

They were responsible for doing the testing [see
finding 16]. Once it was turned over to the Government,
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AEON’s testing of the system is over, and it is Government
testing from there. So they would not have an opportunity to
test once it is turned over.

So, by default, they have to complete their testing and
ensur[e] 100 percent functionality before they turn it over to
us.

(Tr. 4/669; see also 5/894)
19. SOW ¢ 14, Documentation, provided:

On the date of the beginning of delivery of CLIN 0001, the
contractor shall deliver full documentation of both the ET&L
programs and the rehosted MOCAS including the final
version of all documentation created by the contractor during
the performance of the contract....

(R4, tab 3 at 779) “Full documentation” included, but was not limited to, a list of
24 reports, manuals, guides and other documents enumerated in the contract (R4, tab 3 at
779).

20. SOW ¢ 16, Government Furnished Property, required the government to
provide to AEON computer workstations loaded with standard DFAS network access,
access to printers, copiers, fax machines and email, desk space, telephones, general office
supplies, mainframe resources, software listed in Section J of the SOW, attachments 2.4
and 2.5, and other enumerated items (R4, tab 3 at 780). There is no other provision in the
contract that required the government to provide items in addition to those specifically
listed. In particular, there was no contract requirement for the government to provide the
government’s GT&E test scripts or test plans to AEON: “[AEON was] supposed to
develop their own test plans and project management plans as they were responsible for
all the tests of the product before the delivery of the system for our testing” (tr. 4/661;
finding 16).

21. For purposes of payment, the MOCAS Rehost contract, CLIN 0001, was
structured to identify eight distinct payment events (also referred to as “Milestones”
throughout the record (see, e.g., findings 11, 49) associated with CLIN 0001 tasks, the
successful completion of which entitled AEON to receive event-based payments. The
contract contained the following in full text:
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Performance Based Payvment Events As Implemented By
FAR 52.232-32 PERFORMANCE-BASED PAYMENTS

(FEB 2002)

1. Placement of purchase orders for vendors, subcontractors,
suppliers for labor, travel, supplies and equipment within
30-45 days after contract award.

2. Discovery Phase completion identified by the delivery of
the Discovery Findings and implications report and scheduled
for the end of the 1** quarter of performance][.]

3. Proof of Concept completion identified by the results of
the proof of concept and scheduled for the end of the 2™
quarter of performance.

4. Design Phase completion identified by the completion of
database and application (online & batch) design and
scheduled for{] the end of the 3" quarter of performance.

5. Data conversion completion identified by the loading of
the database into DB2 and scheduled for the end of the 4™
quarter of performance.

6. Conversion completion identified by the successful
completion of unit testing and moving all code from the
development to the QA/testing environment scheduled for the
end of the 5™ quarter of performance.

7. QA/Testing Phase completion identified by moving
software from QA/Test to User Acceptance environment and
scheduled for the end of the 6™ quarter of performance.

8. Completion of the delivery and acceptance of CLIN 0001
in the Production environment scheduled for the end of the 7"
quarter of performance.

(R4, tab 3 at 785) The payment events, designed by AEON and contained in its proposal,
were designed to track AEON’s progress through contract performance and to establish a
basis for making progress payments to AEON upon its completion of the enumerated
milestones roughly once a quarter (R4, tab 2 at 628-29; tr. 1/62-65, 2/189-90, 5/1081).
The eight payment events/milestones remained in place throughout contract performance;
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however, the later payment events were subdivided into smaller, more refined segments to
provide a basis for making payments to AEON more frequently (findings 49, 63, 65, 70;
tr. 3/394-97, 5/1081-85). There is nothing in the payment events identified in the
contract or subsequent modifications to indicate that they included any tasks other than
those associated with CLIN 0001 (tr. 5/1085). The amount of payment associated with
each of the eight (8) payment events was 1/8" (or 12.5%) of the total contract price for
CLIN 0001 (R4, tab 2 at 628-29). There was no liquidation schedule contained in the
contract (tr. 1/155-56).

22. FAR 52.232-32, PERFORMANCE-BASED PAYMENTS (FEB 2002), incorporated
in the contract by reference, provided:

(c) Approval and payment of requests. (1) The Contractor
shall not be entitled to payment of a request for
performance-based payment prior to successful
accomplishment of the event or performance criterion for
which payment is requested. The [CO] shall determine
whether the event or performance criterion for which payment
is requested had been successfully accomplished in
accordance with the terms of the contract. The [CO] may, at
any time, require the Contractor to substantiate the successful
performance of any event or performance criterion which has
been or is represented as being payable.

(2) A payment under this performance-based payment clause
is a contract financing payment under the Prompt Payment
clause of this contract and not subject to the interest penalty
provisions of the Prompt Payment Act.... The payment
period will not begin until the [CO] approves the request.

(3) The approval by the [CO] of a request for
performance-based payment does not constitute an acceptance
by the Government and does not excuse the Contractor from
performance of obligations under this contract.

(d) Liquidation of performance-based payments.

(1) Performance-based finance amounts paid prior to payment
for delivery of an item shall be liquidated by deducting a
percentage or a designated dollar amount from the delivery
payment. If the performance-based finance payments are on a
delivery item basis, the liquidation amount for each such line
item shall be the percent of that delivery item price that was
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previously paid under performance-based finance payments or
the designated dollar amount. If the performance-based
finance payments are on a whole contract basis, liquidation
shall be by either predesignated liquidation amounts or a
liquidation percentage.

(e) Reduction or suspension of performance-based payments.
The [CO] may reduce or suspend performance-based
payments, liquidate performance-based payments by
deduction from any payment under the contract, or take a
combination of these actions after finding upon substantial
evidence any of the following conditions:

(1) The Contractor failed to comply with any material
requirement of this contract....

(2) Performance of this contract is endangered by the
Contractor’s (i) failure to make progress, or (ii) unsatisfactory
financial condition.

(j) Special terms regarding default. If this contract is
terminated under the Default clause, (1) the Contractor shall,
on demand, repay to the Government the amount of
unliquidated performance-based payments, and (2) title shall
vest in the Contractor, on full liquidation of all
performance-based payments, for all property for which the
Government elects not to require delivery under the Default
clause of this contract. The Government shall be liable for no
payment except as provided by the Default clause.

(R4, tab 3 at 802-04)

23. Under FAR Subpart 32.10, PERFORMANCE-BASED PAYMENTS, at 32.1001,
PoOLICY, performance-based payments “are the preferred Government financing method”
and they “are contract financing payments that are not payment for accepted items.”
FAR 32.1001(a), (b). FAR 32.1001(c) provides that performance-based payments are
“fully recoverable, in the same manner as progress payments, in the event of default.”
Further, FAR 32.1004, PROCEDURES, provides:
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Performance-based payments may be made either on a
whole contract or on a deliverable item basis, unless
otherwise prescribed by agency regulations. Financing
payments to be made on a whole contract basis are applicable
to the entire contract, and not to specific deliverable items.
Financing payments to be made on a deliverable item basis
are applicable to a specific individual deliverable item.

(A deliverable item for these purposes is a separate item with
a distinct unit price. Thus, a contract line item for 10
airplanes, with a unit price of $1,000,000 each, has 10
deliverable items—the separate planes. A contract line item
for 1 lot of 10 airplanes, with a lot price of $10,000,000 has
only one deliverable item—the lot.)

(a) Establishing performance bases. (1) The basis for
performance-based payments may be either specifically
described events (e.g., milestones) or some measurable
criterion of performance. Each event or performance criterion
that will trigger a finance payment must be an integral and
necessary part of contract performance and must be identified
in the contract, along with a description of what constitutes
successful performance of the event or attainment of the
performance criterion.... An event need not be a critical
event in order to trigger a payment, but the Government must
be able to readily verify successful performance of each such
event or performance criterion.

(2) Events or criteria may be either severable or
cumulative. The successful completion of a severable event
or criterion is independent of the accomplishment of any other
event or criterion. Conversely, the successful
accomplishment of a cumulative event or criterion is
dependent upon the previous accomplishment of another
event.... The contracting officer must include the following
in the contract:

(i) The contract must not permit payment for a
cumulative event or criterion until the dependent event or
criterion has been successfully completed.



(i) The contract must specifically identify severable
events or criteria.

(ii1) The contract must identify...which events or
criteria are preconditions for the successful achievement of
each cumulative event or criterion.

(v) If payment of performance-based finance amounts
is on a deliverable item basis, each event or performance
criterion must be part of the performance necessary for that
deliverable item and must be identified to a specific contract
line item or subline item.

(b) Establishing performance-based finance payment
amounts. (1) The [CO] must establish a complete, fully
defined schedule of events or performance criteria and
payment amounts when negotiating contract terms....

(3) The contract must specifically state the amount of
each performance-based payment either as a dollar amount or
as a percentage of a specifically identified price (e.g., contract
price, or unit price of the deliverable item)....

(d) Liquidating performance-based finance payments.
Performance-based amounts must be liquidated by deducting
a percentage or a designated dollar amount from the delivery
payments. The [CO] must specify the liquidation rate or
designated dollar amount in the contract. The method of
liquidation must ensure complete liquidation no later than
final payment.

(1) Ifthe [CO] establishes the performance-based
payments on a delivery item basis, the liquidation amount for
each line item is the percent of that delivery item price that
was previously paid under performance-based finance
payments or the designated dollar amount.

(98]
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(2) If the performance-based finance payments are on
a whole contract basis, liquidation is by predesignated
liquidation amounts or liquidation percentages.

24. Prior to invoicing the government for any performance-based payment,
AEON was required by the contract to submit a Milestone Payment Event Delivery
Report (MPEDR) which was a living document to which, before submission for each
payment, was added the most recently updated information (see, e.g., app. supp. R4,
tab 169; tr. 2/191, 4/716). On each MPEDR AEON indicated the work that had been
done to justify the payment requested. The CO authorized the release of
performance-based payments only after the DFAS Program Management Office (PMO)
verified that the items reported by AEON as completed were the items required to be
completed by any particular payment event. (Tr. 1/69-70, 2/174-75, 189-90, 3/397,
4/716-19, 5/1082) The PMO did not perform an independent check or test to determine
whether the work reported as completed by AEON was actually completed (tr. 4/719).
AEON’s MPEDR dated 1 December 2006'* included the following statement by AEON:

13

System Background

1.1.1 Business and System Objectives

The objective of the MOCAS Rehost Project is to perform a
technology update, migrate the MOCAS system from the
proprietary environment of MANTIS/SUPRA to the
non-proprietary software environment of CICS/COBOL and
DB2, and merge the three existing databases into one
consolidated database. The rehosted MOCAS system will
contain all of the functionality of the current MOCAS system
and, from a business and end user perspective, will mirror the
current system. Therefore the changes that occur as a result
of rehosting the system will be totally transparent to the users.

(App. supp. R4, tab 169 at 12)

13 (See finding 26).

' This is the report that sought payment through Payment Event 7A-2 (app. supp.
R4, tab 169 at 2). There is no evidence in the record that the quoted language
was absent or different from any previous iteration of the MPEDR.
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25. The contract incorporated FAR 52.249-8, DEFAULT (FIXED-PRICE SUPPLY
AND SERVICE) (APR 1984) (R4, tab 3 at 787), which provided in pertinent part:

(a)(1) The Government may, subject to paragraphs
(c) and (d) of this clause, by written notice of default to the
Contractor, terminate this contract in whole or in part if the
Contractor fails to—

(i) Deliver the supplies or to perform the services
within the time specified in this contract or any extension;

(i1)) Make progress, so as to endanger performance of
this contract (but see subparagraph (a)(2) below); or

(ii1) Perform any of the other provisions of this
contract (but see subparagraph (a)(2) below).

(2) The Government’s right to terminate this contract
under subdivisions (a)(1)(ii) and (1)(iii) above, may be
exercised if the Contractor does not cure such failure within
10 days (or more if authorized in writing by the Contracting
Officer) after receipt of the notice from the Contracting
Officer specifying the failure.

() The Government shall pay contract price for
completed supplies delivered and accepted....

C. Contract Performance

26. The PMO “had the day to day responsibility to ensure that this program was
proceeding forward at the anticipated pace that it should, and to ensure that various events
and milestones were being achieved” (tr. 1/41). At all times relevant to this appeal, the
DFAS MOCAS Program Manager was Anthony Castrillo. The PMO consisted primarily
of Mr. Castrillo, COR Hecker'® (deputy project manager and the primary COR from

'> COR Hecker was part of the DFAS/DCMA team that wrote the SOW for the Rehosted
MOCAS (tr. 4/658-59, 696) and was the lead on the cost evaluation team that
reviewed proposals, including AEON’s (tr. 4/655, 5/891-92).
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contract award through October 2005) and COR Thrower'® (the primary COR from
October 2005 through the end of the contract). (Tr. 1/41, 4/651, 4/654, 5/1069-76) The
COR was the primary day-to-day contact for AEON (tr. 3/387-88, 400-01, 506). During
GT&E, COR Thrower was the liaison between the CO, AEON and the government
testers (tr. 3/393).

27. AEON’s MOCAS Rehost Project Plan identified the various phases of the
contract work as WBS 1-11 (see, e.g., app. supp. R4, tab 172 at 5-6). WBS 1-8 correlated
to Payment Events 1-8 identified in the contract (finding 21).

1. WBS 1, PREPARE & INITIATE

28. WBS 1 correlated to Payment Event 1, the required tasks for which were
identified in the contract as “Placement of purchase orders for vendors, subcontractors,
suppliers for labor, travel, supplies and equipment within 30-45 days after contract
award” (finding 21).

29. AEON’s 29 December 2006 MOCAS Rehost Project Plan showed that
WBS 1/Payment Event 1 was started on 28 May 2004 and completed on 30 August 2004
(app. supp. R4, tab 172 at 5). AEON was paid for WBS 1/Payment Event 1 on 1 June
2004 (app. supp. R4, tab 172 at 8).

30. Shortly after award of the contract the government learned that AEON’s
proposed Project Manager, John Allwood, and Technical Manager, Lech Lakomy, were
not AEON employees and that the NPGen automated conversion tool proposed by AEON
to be its proprietary product was actually the property of SOC Software, Inc. (SOC)
which was owned by Allwood and Lakomy. Apparently, AEON had not reached an
agreement with SOC and, almost immediately upon starting work on the project, AEON
and SOC, along with Allwood and Lakomy, parted ways. (Finding 7; supp. R4, tab 106
at 5) On 16 November 2004, eight months into the contract performance period and
almost three months after the start of its design process (findings 37, 39), AEON formally
requested permission from the government to use conversion tools other than NPGen:

'® COR Thrower was a member of the DFAS/DCMA team involved in the drafting of the
SOW, particularly in the area of the description of the As-Is MOCAS (tr. 3/387).
At the time of her testimony, Thrower had 25 years of experience with the
MOCAS system, 18 years with the DISA and nearly 7 years with DFAS. While
employed by DISA, where the MOCAS system was hosted on a DISA mainframe
(tr. 3/384-85; finding 4), one of her responsibilities was to install software changes
to MOCAS (tr. 3/377-78). Thrower also participated in the evaluation of AEON’s
technical proposal (tr. 3/523-24, 4/656).

36



[AEON] performed a risk assessment study focusing on the
code conversion toolset. Our goal was to identify the best
toolset for the MOCAS Rehost Project.... We identified 13
viable CCT!""! vendors and narrowed the list to 2 finalists:
NPGen which we originally proposed and TMGi-Transformer
toolset from Trinity-Millennium Group, Inc. (TMGi). Our
detailed evaluation resulted in TMGi equaling or exceeding
the NPGen functionality in every evaluation category.
Therefore, we are seeking DFAS approval to amend the
MOCAS Rehost Project Contract to replace TMGi CCT and
iSAT repository for the NPGen CCT and NPGen Repository
that was originally proposed.

Benefits. The TMGi-Transformer CCT and the related iSAT
Repository provide excellent capabilities, specifically tailored
code conversions to CICS COBOL and DB2 from Mantis and
Supra respectively. TMGi also offers technical support
services related to both the user of the CCT and the normal
activities associated with code conversions. TMGi specializes
in IT portfolio modernization and offers extensive
documentation services as well as actual code conversion.
[AEON] is currently using TMGi’s Knowledge Mining
services to support our program documentation activities.
Adding the TMGi transformation services provides an
integrated solution appropriate for the MOCAS Rehost
Project.

Impact If No Approval. [AEON] could continue to use the
NPGen code conversion tool and repository as originally
proposed. However, [AEON]’s recent assessment indicated
that the project risks are higher and the CCT capabilities
would be less than if TMGi-Transformer were substituted.

[AEON] would extend the current agreement with TMGi to
include code conversion services. From a DFAS perspective
there would be little or no change to the [AEON] approach
proposed for the MOCAS Rehost Project. The project
repository content would continue to be stored on the project

' We understand this to be an acronym for Code Conversion Tool.
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servers using SQL Server and MS Visual SourceSafe, a
widely-used COTS product for configuration management,
would [be] substituted for the proprietary CM!"®! capabilities
that were to be incorporated into the NPGen Repository. The
COTS approach to CM is a less risky approach tha[n] the
custom developed, proprietary approach associated with
NPGen. As an added benefit, TMGi delivers an easy to use,
browser-based user interface to front-end the iSAT repository
that is delivered along with their services.

Cost Impact. None. The proposal to utilize TMGi has an
additional cost to the project. However, we believe the
breadth of capabilities of the TMGi-Transformer toolset will
allow us to accomplish the rehost project objectives with
fewer staff. The staff efficiencies associated with the use of
TMGi offset the costs of their toolset/services and some of the
additional scope/costs identified during the Discovery
Phase....

Team Impact. Minimal. The proposed toolset and
associated repository are easier to tailor and use than the
approach originally proposed.

(R4, tab 9 at 959-60) The government approved the request on 8§ December 2004 (R4,
tab 9 at 961) because it “saw benefit” in the use of the TMGi tools and services AEON
requested to use in place of the NPGen tool:

[W]hen [AEON] changed to the [TMGi] tool, that tool
brought to them a discovery method that would allow you to
go in and extract the information from the system, which was
a lot more accurate than a handwritten document[ation]. So
they had the opportunity to get [system] information from
things that they developed.

(Tr. 5/906-07) The lack of an agreement with SOC for the NPGen conversion tool also
meant that key individuals Allwood and Lakomy in AEON’s proposed management team

'8 Configuration Management (R4, tab 25 at 1187).
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(finding 7) were no longer going to participate in the project (supp. R4, tab 106 at 5-6;
tr. 1/52, 57-60, 2/280-87, 4/738-39).

As aresult of these initial changes AEon requested, their
whole approach and management structure was changed from
their proposal. The number and nature of the changes raised
concern with the Government. The main concern being that
many of the items (i.e. Management and tool set) being
replaced were those items the Government saw as strengths in
their proposal and were important reasons for selecting AEon.
Despite these concerns, the PMO honored the premise of a
Firm Fixed Price Contract, in that the Government should not
direct the contractor in how they perform their work; honored
the premise that the contractor should be the best judge of
their competency and tools required; and in good faith
allowed AEon to proceed with their changes.

(Supp. R4, tab 106 at 6)

2. WBS 2, DISCOVERY

31. WBS 2 correlated to Payment Event 2, the required tasks for which were
identified in the contract as “Discovery Phase completion identified by the delivery of the
Discovery Findings and implications report and scheduled for the end of the 1** quarter of
performance” (finding 21). AEON’s 29 December 2006 MOCAS Rehost Project Plan
showed that WBS 2/Payment Event 2 was started on 16 August 2004 (app. supp. R4,
tab 172 at 5).

32. The discovery phase of the contract was considered a significant portion of
contract performance (findings 6 (at Questions 33, 74), 12). CO Gladski testified that the
government built the discovery phase into the contract so AEON had an opportunity to
analyze the As-Is MOCAS:

[U]p front, even before they started to do any coding.... And
we paid them very well for that particular phase. We
considered that probably one of the most critical steps of the
program, was for them to know what was inside that [As-Is]
MOCAS....

(Tr. 1/99, 4/665; see also tr. 1/132-34, 2/235-41; app. supp. R4, tab 169 at 12-13) The

government’s only role in the discovery phase was to provide the As-Is MOCAS
(findings 1, 12) to AEON for its study and analysis (tr. 1/100). The discovery phase:
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[I]s one where you would discover scope issues, as well as
complexity issues. I mean, for example, there may have been
a lot more code than was originally understood to be there.

The code may be way more complicated than folks had
originally expected, and things of that sort.

Because typically when one proposes, there is a certain
amount in any program -- well, let’s just say uncertainty and
over-optimism...[and the discovery phase helps eliminate that
type of problem].

(Tr. 7/1191-92, 1247)

33. Inits 15 October 2004 Discovery Findings Report (Version 01A), AEON
identified 4,100 hours of additional work identified during the discovery phase of the
contract (R4, tab 7 at 950-51). In the 27 October 2004 PMO review of the report, the
government acknowledged that some of the source code had been missing and either
provided additional information to AEON or expressed that additional research would be
done (R4, tab 7 at 949, 99 6, 16, 23, at 950-51, 953, 49 8, 17-18, 29-32, at 952, 9 20, 26;
tr. 4/665-67, 743). In response to AEON’s request for test data, the government reminded
AEON that test data and copies of production interface files were not identified in the
solicitation as government-furnished items (R4, tab 7 at 950, 9 7; see also finding 20).
The government further stated in response to AEON’s various requests for test data:

Although the government will try to accommodate any
request for copying inbound data sets from production, we
will not guarantee these data sets test 100% functionality.
Aeon must recognize that it is Aeon’s contractual
responsibility to develop test data to ensure the rehosted
system meets the contract requirements. The Government
will not provide test data. The Government provided an as-is
snapshot that is a replica of the production environment that is
able to process any and all data that the corresponding
production database can. There was always a possibility that
specific types of data may not be included in the snapshot at
the time it was replicated. Test data and copies of production
interface files were not identified as government furnished
property in the solicitation.
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(R4, tab 7 at 949-54, 99 5, 28, 34, 35; see also findings 6, 12)

34. AEON’s 29 December 2006 MOCAS Rehost Project Plan showed that
WBS 2/Payment Event 2 was completed on 15 November 2004 (app. supp. R4, tab 172
at 8). AEON was paid for WBS 2/Payment Event 2 on 19 November 2004 (app. br. at
12-16).

35. On 2 December 2004 AEON advised the government that: “The AEON
Group, LLC has completed our impact assessment on cost and schedule based on the
phase 2 Discovery Report Findings and are pleased to report that there will be no change
to price and schedule as a result of these findings” (R4, tab 8) (emphasis added).

3. WBS 3, DESIGN

36. WBS 3 correlated to Payment Event 4, the required tasks for which were
identified in the contract as “Design Phase completion identified by the completion of
database and application (online & batch) design and scheduled for[] the end of the 3™
quarter of performance” (finding 21).

37. AEON’s 29 December 2006 MOCAS Rehost Project Plan showed that
WBS 3/Payment Event 4 and WBS 4/Payment Event 3 (see finding 39) were both started
on 16 August 2004 (app. supp. R4, tab 172 at 5).

38. AEON’s 29 December 2006 MOCAS Rehost Project Plan showed that
WBS 3/Payment Event 4 was completed on 31 January 2005 (app. supp. R4, tab 172 at 5;
supp. R4, tab 106 at 8-9). AEON was paid for WBS 3/Payment Event 4 on 18 April 2005
(app. supp. R4, tab 172 at 8).

4. WBS 4, PROOF OF CONCEPT

39. WBS 4 correlated to Payment Event 3, the required tasks for which were
identified in the contract as “Proof of Concept completion identified by the results of the
proof of concept and scheduled for the end of the 2™ quarter of performance”

(finding 21). AEON’s 29 December 2006 MOCAS Rehost Project Plan showed that
WBS 4/Payment Event 3 and WBS 3/Payment Event 4 (see finding 36) were both started
on 16 August 2004 (app. supp. R4, tab 172 at 5). “The conversion process was divided
into several concurrent phases to include the conversion of the database, on-line
programs, batch programs, SDW interface and Contract Transfers” (supp. R4, tab 106 at
9).
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40. AEON’s 29 December 2006 MOCAS Rehost Project Plan showed that
WBS 4/Payment Event 3 was completed on 25 February 2005. AEON was paid for
WBS 4/Payment Event 3 on 18 April 2005. (App. supp. R4, tab 172 at 8)

5. WBS 5, CONVERT

41. WBS 5 correlated to Payment Events 5 and 6. The required tasks for Payment
Event 5 were identified in the contract as “Data conversion completion identified by the
loading of the database into DB2 and scheduled for the end of the 4" quarter of
performance.” The required tasks for Payment Event 6 were identified in the contract as
“Conversion completion identified by the successful completion of unit testing and
moving all code from the development to the QA/testing environment scheduled for the
end of the 5™ quarter of performance.” (Finding 21) AEON’s 29 December 2006
MOCAS Rehost Project Plan showed that WBS 5/Payment Event 5 was started on
3 January 2005 and continued through 11 October 2006 (app. supp. R4, tab 172 at 5).
The record shows that AEON was paid for Payment Event 5 on 21 June 2005 (app. supp.
R4, tab 172 at 8).

42. Michael Krajnak became involved in the MOCAS Rehost project during the
discovery phase in September 2004 as an employee of CSC (see finding 8), to whom
AEON subcontracted certain contract work. His primary work was as the lead on-line
programmer responsible for converting the MANTIS code to COBOL. Toward the end
of his tenure with the project in 2006 he became the “transition planner” and worked on
the MOCAS Rehost project through May 2006 (see finding 51). Krajnak had extensive
experience with computer programming and testing beginning in 1981. He had
previously worked on a project performed by Boeing involving the Shared Data
Warehouse (SDW), a separate system linked to the MOCAS (finding 5). (Tr. 4/838-45,
853-55, 860-61, 866-68, 870-73) Krajnak described his duties as oversight of
programming and conversion work by AEON and contract employees, as well as working
with the AEON testing team (tr. 4/845).

43. Ina 13 April 2005 internal email, just four months after its approval
(finding 30), AEON identified numerous “issues” with the TMGi conversion tool:

» Tool Development Issues:
o The tool was developed from scratch using
VB! at our expense.
o We paid and are paying for it.
o The tool that was shown to us originally was a
Rex based tool.

! We understand this to be a reference to Visual Basic, a programming language.
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o We were led to believe that TMGi has a tool
that can convert Mantis to CICS COBOL and
SUPRA to DB2. This tool only needed to be
customized to the MOCAS unique requirements

o We provided all the specs for the development
of the VB tool

o Chuck [Cotton] spent a great deal of his time
debugging the tool and assisting TMGi with
tool design, development and improvements

o TMGi lacked Mantis, CICS and DB2
knowledge and expertise. We provided these
capabilities for TMGi

» Transformation project performance issues:

o The project plan developed by TMGi was not
adhered to and no updated plans have been
given to Aeon. All to-date pre-production dates
have been missed:

* The final transformation for the first two
online deliverables, due in February,
have not occurred yet. We have not been
notified of a new date for their delivery.
Based on the quality of work we can not
assess or assume a delivery date

= The other online groups planned for
March and April have not been delivered
and no new dates have been provided to
us.

= The batch commitments have not been
met. The work on interface
transformation has not started

* The TMGi missed dates have had a
significant negative impact for the
delivery of our code to QA. Without
significant intervention and addition of
new resources by Aeon, this can cause us
to miss our commitments to our client by
about 6-8 weeks (first major online
deliverable, YCO02 with 400 programs,
was due to move to QA on 4/26/05 based
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on its delivery from TMGi to Aeon in
February 2005. The new date is 6/17/05)
Aeon by [sic].

o The project quality has been inconsistent and

poor;

Progress achieved in December and
January was considerably deteriorated
until the mid March time frame when it
started improving. We had 180,000
errors in the first two online groups
(YSUO1 & YCUO2). These errors were
subsequently grouped by Aeon into 10
groups for the purpose of discussions
with the client. Some of the errors
were Aeon related but majority were
TMGIi. We assume contributing factors
to the deterioration are the events that
occurred during the role change between
Stan and Mike. Mike had been involved
in the online and Stan in the batch
transformation. During the end of
January and early February, Mike handed
off the online to Stan and Stan handed
off the batch to Clarence. The
consolidation of the transformers on
Mike and Stan’s PCs caused major tool
confusion and led to numerous errors.
Work quality on the weekly handoffs
from TMGi are very inconsistent. Some
weeks the work is good and many weeks
the work deteriorates as compared to the
previous handoffs. To-date there are
80,000 errors on the above mentioned
two online groups.

Considerable overtime charged to Aeon
during the period when the hand-off
occurred and tool was considerably
deteriorated. While we did not support
the minimization of Mike’s involvement
and the handoff of the online to Stan, we
expected a smooth transition and did not
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expect to pay overtime for deteriorating
work quality.

o Lack of a development environment at TMGi
office to perform the work to produce its
committed 100% compliable code:

=  While TMGi insisted to work one week
onsite and one week [off]site, TMGi did
not have a development environment
similar to MOCAS (mainframe) to
perform compilation and assess its tool
and transformation quality before
handoff to Aeon.

» Since Aeon was using Micro Focus
COBOL for its development
environment, Aeon provided TMGi with
a thirty day trial Micro Focus COBOL
software. Aeon’s understanding was that
TMGi will procure its own license at the
end of the thirty days. We are told that
the 30 days trial license has expired and
TMGi has not procured its own license.
As aresult TMGi can no longer compile
and test its tool and transformed code
prior to hand off to Aeon. This can
explain the inconsistent work quality
received by Aeon.

» Aeon issues:

o Aecon has not been paying TMGi invoices on a
timely fashion due to internal process problems.
This has been remedied and new processes have
been established to avoid the delay

o Aeon has not provided some information to
TMGi on a timely fashion. Other information
needed by TMGi, copy books, has been made
available to TMGi and can only be accessed
while TMGi is onsite [every other week.]
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(Supp. R4, tab 52) (Emphasis added) Thereafter, in or around the second quarter of 2005,
AEON parted ways with TMGi after experiencing significant problems with the TMGi
tool “not converting the anticipated amount of code or MANTIS functionality” (supp. R4,
tabs 63, 106 at 9-10). From that point on, the conversion process included much more
manual conversion and experienced multiple delays (supp. R4, tab 106 at 10, 13-14; R4,
tab 64; tr. 1/88, 4/743, 857-59).

44. In an internal email dated 5 October 2005, and identified as “Updated
Situation Analysis,” AEON’s Program Manager (see R4, tab 25 at 1162), acknowledged
that AEON had not disclosed to the government “the poor quality of the TMGi tool” and
that AEON “need[ed] some time to address all the deficiencies we have discovered”
(supp. R4, tab 63). Also on 5 October 2005, and in apparent preparation of the same
“Updated Situation Analysis,” AEON contractor employee Krajnak (finding 42)
expressed concerns about the ability of AEON to meet the contract delivery dates and
functionality requirements:

Need to tell the client that the project will be delayed at
least six months and that UAT will not start on Jan 2006 but
on July 2006. The government expects both batch and online
programs to function properly at the start of UAT. The 377
unconverted online programs will take 2 months to get ready
for QA testing. The online and batch programs will need 4
months to fix defects in order to pass the QA functionality
tests. Performance, Interface, and System tests will take an
additional 3 months.

(Supp. R4, tab 64)

45. On 5 October 2005 AEON formally requested an extension of just 1’2 months
to complete the conversion process (supp. R4, tab 106 at 10), not the six months
recommended by Krajnak (finding 44) and, with respect to its QA testing, stated to the
PMO:

This is a very complex project that needs continuous
management attention. This is the reason that the internal
audit function has focused on proactive improvement
recommendation rather than periodic statements of
assessment. I would also like to explicitly express our QA
strategy and approach for the project:

e QA is a five month set of continuous activities that
produces a deliverable (fully tested Rehosted MOCAS)
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at its conclusion. While we have specific tests that we
will be conducting at different times during the five
months duration, these are internal progress points and
QA has a single final deliverable.

e The functionality testing to be completed by 12/30/05
is intended to provide enough verification of the
functionality that would enable the remainder of our
QA (systems testing) activities to be conducted. We
recognize and believe that we may have functionality
defects that will be identified and corrected throughout
the five months QA period.

(Supp. R4, tab 68 at 4) In a 7 October 2005 email, AEON advised the PMO that:
Impact to QA:

It was determined that the time remaining to perform
functional testing and defect resolution was insufficient to
produce a fully functional quality product ready for system
testing. Therefore functional testing was extended from
10/14/05 to 12/30/05 in order to achieve that objective.

(R4, tab 65) AEON also stated in the email that “some lines of code were dropped during
the transformation process” when the “transformation tool was unable to handle specific
MOCAS code complexities.” Even though the record makes clear that AEON was aware
of significant TMGi conversion problems no later than April 2005 (finding 43), it
reported to the PMO that this problem with the “transformation tool” was “disco