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Overview

Three Part Briefing, Summarizing
DCMA's Role, Insight and Perspectives
In areas of:

« Acquisition, Weapon System Life Cycle Support,
Logistics, Readiness, and Supply Chain
Management Business Systems

 Earned Value Management

 Program Cost Visibility
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DCMA'’s Role in Acquisition, Weapon
System Life Cycle Support, Logistics,
Readiness, and Supply Chain
Management Business Systems

DCMA Insight and Perspectives on Achieving
Programmatic Outcomes

Presented By:
Colonel Steven R. Perry




DCMA Vision, Mission, Goals

Defense Contract Management Agency

Vision:
An Indispensable Partner, Providing Our Custome
Flexible and Responsive Contract Management a
Acquisition Life Cycle Solutions.
It Starts With Me!

Mission:
Provide Customer Focused Acquisition Support and Contract

Management Services to Ensure Warfighter Readiness,
24 x 7, Worldwide

Strateqic Goals:

1.. Deliver great customer service.

2. Lead the way to efficient and effective business processes.

3. Enable DCMA people to excel.
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DCMA End Users of Products — The Wartfighter




DCMA Combat Support Agency Missions
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efense Contract Management Agency
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Modernization




DCMA DCMA Support to Acquisition Life Cycle

Defense Contract Management Agency

Mile Stones: A B C 10C FOC

Pre-Systems Acq Systems Acquisition Sustainment

DCMA SKkills and Functions:

Strategic Acq Planning Contract Management
Pre-Award Survey Program Integration
Pricing Support QA _ _

SIW capability Engineering

Financial Anal Property
Engineering Closeout

Industrial Base Intelligence EVMS
Transportation and Delivery Mgt

Aircraft Ops




DCMA Total Acq Life Cycle Involvement

Defense Contract Management Agency

Typical Program Life
<
Concept & Sys Development Production Operations
Tech Development & Demonstration & Deployment & Support
ERGM, ESSM JSF, F-22
FCS, UCAV, 2 ram Int V-22, 1AV,
-~ hawk Blk g F-18, AIM-9X
r | fomanaw EVM KC-135, C-17
O Systems Rev Trident Il Guidance
= Risk Mgmt QA
L Erwd Pricing Frd Acceptance
< 9 Production Sched
p— Acq Strat Software Propert ]
O Ind Assmts Sys Eng perty Ctr Depot Maint
o Past Perf UCAs Sustainment  Plant Clear.
. Payment CLS Final Rates
IPT Pricing -
PRAG Crit Spares Contact
Small Bus Supplier Mgmt  Closeout
Planning
Program Life
- DoD Source of Funds

RDT&E Procurement O&M Working Capital



D CF ' ! Contract Management — Program Support

Workload and Inbound Logistics Responsibilities

Total Weapon Systems, Spares, and Support Contract Value = $836

% Contracts
Per Service

USAF
14%

Navy
34%

Army
12%

Other
2%

DLA
38%

Total # of Contracts = 322K
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Unliquidated $

Value By Service
USAF

41%

Army

Other 26%

2%

Navy DLA
28% 3%

Total ULO =$111B
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DCMA Current DCMA Operational Structure

Three District Headquarters:

- 65 Subordinate Commands
- Over 900 Operating Locations




DCMA DCMDI Worldwide Operations

Defense Contract Management Agency
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Northern
Europe

Americas Souther

¥-- HQ DCMDI Europe
. Pacific “"

Saudi

Z ' Arabia

5 CMOS with 32 Offices “
in 21 Countries, and 566 Fuel Sites. w
= ~ World-Wide fuels support too (AF1). )




Service Sets - What we do for our customers

What we do

DCMA Service Sets
Pre-Contractual Advice Services Integrated Management System

Major Program Services

Policy set in DCMA “One Book”

Risk Assessment Services

Product Performance Services ~ Right Item =
“=——-—" Labor hrs reported by process

= Right Time =
-3 O\I'J:

—_— e

Delivery Services

Pricing/Modification Services -

i_RightPrice. = Activity Based Management
Bus & Fin Systems Services Baaanl

Aircraft Acceptance & Delivery Agency-wide Performance

Payment & Fin Mgmt Services Contracts

Contract Closeout Services

Combat Support Services Accountability for results



DCMA F-22 Program Support Network

Defense Contract Management Agency

“Boots on the Floor — Hands on the System”

] DCM Chicago Rockford DCM Rochester, UK
DCM Boeing Seattle (PI/SPI) Hamilton Sundstrand GEC Marconi Avionics

'
DCM San Francis
Kaiser

DCM Palmdale
Skunkworks

DCM General Dynamics

DCM Lockheed Martin Sande¢
DCM TWIN

Rosemont

—_ DCM Hartsfield-Pittsfield
Simmonds Precision
DCM Long Island
EDO Corp

\* DCM Springfield
‘ Smith Industries
’4 DCM Northrop Grumman

DCM Baltimore
Orbital Sciences Corp

DCM Van Nuys
Litton Guidance
Sierracin-Symlar
Marconi Astronicg

DCM Raytheon /

DCM San Diego
TRW

DCM Atlanta
Curtiss Wright, NC

DCM Phoenix

Motorola DCM Harris

DCM Lockheed
Martin Marietta (PI/SPI



DCMA Risk Assessment & Management Program

Defense Contract Management Agency

Integrates & automates DCMA’s Supplier Risk Management effort
*Provides DCMA management visibility on “where” to focus efforts

@ Teaming & Real-Time
Communication

PMs-DCMA-Suppliers

DoD Risk
Management
Model

Likelihood of Occurrence

Consequence of Failure

*Supports customer-focused outcomes by providing

supplier information in risk-based terms: Integrated Product Teams

Corporate/Management Councils
Program Integrator Reports

*Performance—Right Item—Quality
*Schedule—Right Time—On-Time Delivery
*Cost—Right Price—Value for Money

RAMP Output: Integrated Risk Management Plan
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DCMA Supporting Readiness and Deployments

Defense Contract Management Agency
The Apparent .. The Less Apparent
- DCMA ~
Big Items - Big $ - High Attention : T : Small Items - Small $ - High Importance
The Full Spectrum
The
Critical Few
] Informed
_ Depot Mamtenat?ce_ Engagement
Timely Return to Mission on Spares
Capable Status

 Weapon System Life Cycle Support
« Visibility and Influence within DoD Supply Chain
 Knowledge of Industrial Capability and Capacity

Better Knowledge - Better Focus



DCMA DCMA Support Life Cycle Support

Defense Contract Management Agency

Raw Mat Sup Subcontractors

Pre-Award
Delivery Mgt
Fuels QA

IPT Pricing
Pre-Award
Small Bus
EVMS
Engineering
CPSR

Reverse Logistics

Prime Contractor

Pre-Award
Pricing Support
Production QA
Program Integration
EVMS

GFM
Engineering
S/W Capabilities
Property
Industrial Intel
S/W capability
Financial Anal
Transportation
Delivery Mgt
Aircraft Ops
Closeout

—

Depot/Supply Sys

Transportation
CLRs

Product Assurance
Readiness

Item Delivery
Prime Vendor

Reverse Logistics

Warfighter

CINC J4 CLR
CCAS
Prime Vendor
Fuels QAR
Readiness



Warfighter/ Buying Command Liaisons

> Llalson Offlcers (LNOs) with Warfighters
* Joint Staff
-« EUCOM
- JFCOM Contingency Contracting Operations
« CENTCOM
- DLA

» Major Buying Command and Inventory Control Point
Liaisons

* Air Force
« Navy More “Boots on the Ground”
« Army
NASA
DLA

DFAS
DSMC




DCMA Supporting the Warfighter Pre-9/11

Defense Contract Management Agency

. Bosnla, Hungary, and - Kosovo and Macedonia
{ Croatia 1995 - present f 1999 - present
| Albania Saudl Arab|a NE
P Y Sy l ‘7 |
n Rwanda <~ 4 Somalia A
1994 S ., | s 1993-1994 |
aiti , - ' |
9 | “(w * Mozambique ., - == |
(\ 1994-1996 L A | 2000-Present =
| | |y w } Nigeria ) \, . ; I 4‘ w/ ‘“‘L{
L / - 2000 ‘*‘;f’:r; o ‘
ﬂ g — ‘ e Operations Joint Forge/Joint Guardian
.~ Surinam v e |
1994 |

Current DCMA CCAS Locations
Bosnia
Hungary
Croatia

Kosovo

Macedonia

Boots on the Grou

Since 1993, DCMA has deployed more than 500 personnel.



Supporting the Warfighter Post 9/11

- Tajikistan and
Z2n Kyrgtzstan 2001

| ~~~~  Philippines

I . 2002-Present

g ‘ | 7 %‘Eh
Uzbekistan = ©
2001 :

AR Pakistan
(| e o
N / 2001 , s W
] Ay ¥ ] | B TN Y P AN
Lol T | ] ey e R Oatar -
] T4 [ | N S 2001-2002 p
N\ Aas. | | — g’ ‘L
‘ \‘ [ i r%;z, ‘ b K 7\
{‘X ’ ‘ ‘ ‘ ‘ i(/\;; LA 7 :"\ f\ 1 &
e AT = @l
W‘ = Bahrain [ J
¢ | \ \\\ J 3 ;ﬂ“ [ y) \
~ . 2001 e |
) l\ 1 [‘L’jd@n,' l) /‘
‘ N
5 T fik/,—\‘ |
Ll (

| 7 ~ Operations Enduring Freedom

I Y R Current DCMA CCAS Locations
| [ B Philippines

UAE

Pakistan

Uzbekistan

Since 1993, DCMA has deployed more than 500 personnel.



DCMA Transformation: DoD Drivers

Defense Contract Management Agency
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Increased Mil Service spending in Procurement and RDT&E
investment accounts — future readiness

Increased O&M spending for current readiness
» Critical spares
 Smart munitions
 Ops Tempo
« Contractor-provided Depot Maintenance

Changing mix of systems in response to changing threat

Increased spending on Service Contracts

Increased emphasis/funding on interoperability

All have fundamental impacts on both
Military Service Readiness and DCMA workload

rnaple the warnignler (o Yin



DCMA Improve the Health of Industrial Base

Defense Contract Management Agency

Industry Outreach

* Management Councils

* Government and Industry Teams
* Three levels: Corporate, Sector, Plant
* Acquisition Process Improvement Focus

* Business Alliances

* Formalizes Government/Industry - Partnering

* Industry Forums
* Industry Cross-Talk
 Industrial Capability Analyses

We tnaple the warnighnler (o Wi



DCMA Strategic End-State

Defense Contract Management Agency

DCMA takes care of its customers...

* More Responsiveness ...in a timely manner...

o Greater Efficiency ...cheaper than the customers
could do it themselves...

e Greater Effectiveness ...and does the right thing
right the first time...

 New Product Development ...while anticipating future needs
and creating demand...

* Primary Provider ...and, where practical, does the whole job
(not just a “helper”)...

...with the ultimate goal of...

Enabling the Wa
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Earned Value Management:

DCMA Insight and Perspectives
on Achieving Programmatic
Outcomes

Presented By:

Steven M. Krivokopich
Director, EVM Center




DCMA Agenda

« System Acceptance
« EVM System Problems

. Final Thoughts




DCMA EVM Approval/Disapproval

What is an EVM System validation?

— DoD’s formal recognition of supplier’s capability to meet the
Industry Standard for an EVM System

— How do suppliers get validated?

 The Center does a Risk-based analysis, and if warranted:
— Makes recommendation to CACO/DACO/ACO:
» accept system
» enter into Advance Agreement

 Most suppliers were validated under
Tri-Service agreement (still valid)




DCMA EVM Approval/Disapproval

However, a validation does not assure
successful program/project performance, or
that the system will be:

* Maintained
* Applied on all programs consistently

* And Most Importantly ... embraced by
senior management as tool for
program/project management!!!



DCMA EVM System Problems

* There are common EVM issues arising:

— Estimate at Completion

* Not timely and/ or Not thorough
* Low confidence levels in Supplier EAC

— Baseline control and maintenance problems

— Inappropriate EV Techniques




DCMA Problem Resolution

—Where Do We Begin?

Do we believe the data? If so, ...

Focus on the programmatics (usually a
technical issue) driving the
cost/schedule variance(s).

 But when the data isn’t credible ...

Application of the EVM System on the
program is the problem!



DCMA Differing & Complimentary Approaches

Defense Contract Management Agency

— Influence

» Corrective Action Requests from System
Surveillance

« Agenda Iltem at Management Councils
(Continue to elevate to Corporate Councils
if necessary)

* Publicize in Program Integrator Reports



DCMA Differing & Complimentary Approaches

— Contractual Remedies

« Contractual Notification (CACO/DACA/ACO) that
system does not meet contract requirements

* Pursue “due-process” vigorously

— If not acceptable on one contract what about
general system acceptance status?

Tough question for supplier!



Final Thoughts

—Integrated Baseline Review (IBR)

 We have information to help your planning
process and review

 We can identify Management Systems
Health and Risk



DCMA Final Thoughts

Defense Contract Management Agency

— Use the Supplier’'s EVM System to your advantage
- EV Data visible to all (PEO/MDA/SAE/OSD)

 Leverage DCMA when data integrity is questioned

— Estimate at Completion (EAC)

* Understand differences — Your’s, the Supplier’'s & DCMA'’s
« Challenge Assumptions

— A Validated EVM System does not
assure program success!




Discussion/ Questions?




Program Cost Visibility:

DCMA Insight and Perspectives
on Achieving Programmatic
Outcomes

Presented By:

William Hill

Date
June 12, 2002




DCMA  Program Cost Visibility

Discussion Topics

* Overview -- Contractor Overhead
« Key Drivers of Rate Changes

« Monitoring Rates & Impacts

« Communicating Changes

« Open Discussion



DCMA  Program Cost Visibility

Defense Contract Management Agency

Contract Price = Cost + Profit

Direct Cost Indirect Cost

G&A Overhead

. : i Other Direct
Direct Labor | | Direct Material Charges ODC Eng. Support

| Engineering Home
Labor - Office Exp. suligh S

| Manufacturing Raw Material/

Labor Purchased Parts IR&D/B&P Material
Expense Handling

Interdivisional

Other Labor
Transfers

Indirect Cost Comprises Between
33% and 50% of Contract Price




Major Drivers for Overhead

Rate Changes

46.7%

Fringes include: medical insurance; vacation &
sick pay; F.I.C.A; stock plan; workers comp;
lump sum bonuses; unemployment tax.

Program Cost Visibility

(1 Payroll Fringes
[ Indirect Salaries
[] Depreciation

[ Utilities

E Maintenance

B Data Processing
B Dept. Expense
O Property Tax

B Perishable Tools




Program Cost Visibility

DCMA analyzes overhead rate changes & cost impacts

* Generally, overhead rates decrease as contractors cut
costs and increase efficiency

 However, rates may rise despite cost cutting

v" Declines in the business sales base — both
Government and commercial, program cancellations

v Increases in wages and fringe benefits due to a tight

v’ Accounting changes can shift costs 4
programs

Enabling the Wart



DCMA Program Cost Visibility

Indirect-Direct Cost Relationship

indirect ¢= (5 = TT T L8 &
Direct ¢ T 4 @UT J &7 1§
Rate ¢ 4 0 U270 L8 7

M e T ]l T1T@ @]

Costs

A lot of focus is on There are many rates--
overhead rates..however, some go up, some down.
need to focus on overall And multiple segments.

program costs And lots of subcontractors



DCMA Program Cost Visibility

Restructuring Anomaly

* Must look at total contract/program costs
* Must consider contract/program type

Savings are both Indirect and Direct

* Notional example:

Restructuring Costs - $20M *

Restructuring Savings - $100M *
($40M Indirect/$60M Direct)

Savings/Cost Ratio - 5/1

* Amortized over a five year period




DCMA Program Cost Visibility

Defense Contract Management Agency

Pre-Merger Costs Savings Post-Merger

O/H Base 1,000 (60) 940
Expense Pool 1,200 20 (40) 1,180
Total Costs - 20 (100 -

Overhead Rate 120.0% 125.5%

Bottom Line - Even though the Overhead Rate has
increased, the total costs have decreased.

$1,200/$1,000 = 120% $1,180/$940 = 125%



DCMA Program Cost Visibility

Engineering Overhead
1999 - 2001

Trends are important,

60.0% / year end rate counts
o74% 56.4% 57.0%
0

57.0% -
54.0% /
51.0%

48.0%

6.5%

‘\//0 54.7%

MMMMMMMMMMMMMMMMMMMMMMMMMMMMMMMMMMMMM

——YTD Actuals = FPRA




DCMA Program Cost Visibility

Manufacturing Overhead
1999 - 2001

54.0%

51.0%
48.0% -

46.3%

45.0%

42.0%

MMMMMMMMMMMMMMMMMMMMMMMMMMMMMMMMMMMMM

—— YTD Actuals = FPRA




Program Cost Visibility

Information Flow: DCE/CACO Corp Rep
DACO Next Level
(Group/Segment)

How DCMA informs Program
Managers and their staffs of PI/PST

changes in program costs. (Impact on Programs) ~

Enabling the Wa




BACKGROUND SLIDES



DCMA Agency Organization

Defense Contract Management Agency

DIRECTOR
gg;%njfaﬁgft[:ﬁtehﬁa”agemem Agency BG Edward M. Harrington, USA
Alexandria, VA 22310-3226 703-428-1703
. DEPUTY DIRECTOR
Commercial: 703-428-1700
. Mr. Thomas E. Brunk
DSN: 328-1700 703-428-1704
March 15, 2002
[ [ [ [ | |
Chief, Special Staff (DS) Reserve Affairs (DR) General Counsel (GC) Small Business (SB) Special Programs, (SP) SPS PM
Mr. Jerry Derrick BG John B. Handy Ms. Roberta Eaton Col Karen Osborn, USAF Mr. Robert White COL Jacob Haynes
703-428-1708 703-428-1824 703-428-0787 703-428-1900 703-227-4525
[ I [ |
Contract Management Operations (OC) Financial & Business Operations (FB) Program Integration (PI) Human Resources (HR)
Executive Director Executive Director Executive Director Executive Director
Mr. Robert Schmitt CAPT Paul C. Stanfield (Acting) Mr. Frank Lalumiere Ms. Susan |. Greenmore
703-428-1143 703-428-1187 703-428-1557 703-428-1172
Deputy Executive Director Deputy Executive Director Deputy Executive Director
Ms. Tina Ballard COL. Steven Perry
703-428-1144 703-428-1187 703-428-1559
I I
Aircraft Operations (AO) Information Technology (IT)
Combat Support Center Executive Director Executive Director
CAPT M. Fanney, USN Mr. Mike Williams
703-428-1312 703-428-1399
| |
Defense Contract Defense Contract Defense Contract
Management District East Management District West Management District International
Commander Commander Commander
COL Ron Flom, USA CAPT Mike Tryon, USN Col Robert Costello, USAF
617-753-4306 310-900-6014 703-428-1800
Deputy Commander Deputy Commander Deputy Commander
Mr. Richard Zirk Ms. Leslie Gregg Mr. John Rayford
617-753-4307 310-900-6011 703-428-1799




