




Notes 

from the

9th Defense Acquisition Excellence Council (DAEC)
Meeting

May 31, 2005, 4 – 5:30 PM, Pentagon, room 3D1019

4:00 –  Welcome/Opening  –  (Mr. Mike Wynne) 



(5 minutes)

4:05 –  Services Contracting Task Force Report  -  (Ms. Janice Menker)
(10 minutes)









 (& 5 minutes discussion)

4:20 –  Source Inspection for Contracts < $250,000  -  (Mr. Jim Steggall)
(5 minutes)









(& 5 minutes discussion)
4:30 –  3PL Coordination Initiative  -  (Mr. Lou Kratz)



(5 minutes)








(& 5 minutes discussion)

4:40 –  Commercial Subcontracting Plan Concept  -  (Mr. Jim Steggall)
(5 minutes)








(& 5 minutes discussion)
4:50 –  Update Topic:  Earned Value Management  –  (Dr. Nancy Spruill)
(10 minutes)

5:00 –  Update Topic:  UID Update  –  (Mr. Robert Leibrandt)

(10 minutes)
5:10 –  DAEC General Discussion  –  (Mr. Mike Wynne)


(15 minutes)

5:25 –  Closing Remarks/Next Meeting Planning –  (Mr. Mike Wynne)
(5 minutes)

5:30 –  Adjourn

Written Updates

Defense Industry Initiative on Business Ethics and Conduct (DII)
See Attached Notes
    (Mr. Richard Bednar)

DFARS Streamlining  (Ms. Angelena Moy)



See Attached Notes

Performance Based Payments (Mr. Dave Capitano)


See Attached Notes

Service Disabled Veteran’s Strategic Plan  -  (Mr. Frank Ramos)
See Attached Handouts
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Notes
From the 
9th Defense Acquisition Excellence Council (DAEC)

May 31, 2005, 4 – 5:30 PM, Pentagon, Room 3D1019
General Action Items:

Provide agenda topics for discussion to Craig Curtis at craig.curtis@osd.mil or 
(703) 614-6719.  Suggestions for topics are always welcome.  Electronic submission is acceptable and preferred.  Due to security screening, postal service delivery to the Pentagon is slow.

New Topics:
1.  Services Contracting Task Force Report  (Ms. Janice Menker, Director, Government Acquisition Policy for Concurrent Technologies Corporation)  
A service is considered to be any “thing,” or “class of procurement,” that is not manufactured, or does not require manufacturing – in other words, a service is not a tangible product, even though the service itself may produce some tangible outcome or output.

Over the past decade, Federal spending has shifted from primarily acquiring goods (hardware or supplies and weapons systems) to acquiring services.  As of 2004, Federal dollars spent on services exceeded 50% of the total Federal budget for the Department of Defense (DoD), and more than 75% is being spent within NASA and the civilian agencies.  Just as the Federal budget demographics have shifted so has the private sector, with service contractors reaping the benefits and expanding their businesses; traditional hardware suppliers are moving into the service contracting arena; and increasing numbers of small business are participating in the Federal services market. 

The service contracting sector endorses the acquisition and post-award administration processes used in the commercial marketplace.  However, even though the service provider business area is becoming one of the fastest growing segments within the Federal government, the ability to successfully compete in the Federal marketplace for services is more difficult than it should be.  This difficulty results from the myriad of unique Federal rules and regulations, the uncertainties associated with performance-based processes and procedures used in the Federal arena, and the impact of various special Federal labor laws, (e.g., Service Contract Act, etc.) that may apply.  The Federal acquisition community should work to ensure that the Federal government utilizes the best the commercial market has to offer while adhering to the core public laws that form the basis for Federal acquisitions.

To date, service contracting has been a lowly stepchild compared with its “sexier” counterpart in hardware procurements; and reforming the way services are acquired has lagged behind improvements in hardware and weapons systems acquisition.  The passage of the 2003 Services Acquisition Reform Act (SARA) was a major step forward in improving the contracting practices for services in order to provide the Federal government with access to the best in commercial practices for services.  

Yet SARA is only the tip of the iceberg.  Recognizing this fact, the Contract Services Association, in conjunction with several of its industry partners, established a Service Contracting Task Force. The purpose of the Task Force was to review – with a clean slate approach – relevant statutes and regulations, starting with Part 37 (Service Contracting) of the Federal Acquisition Regulation (FAR). The Task Force also was charged with balancing the rights of both the private and public sectors, ensuring that any recommendations were in the best interests of the Government and the U.S. taxpayer.  In mid-2004, four working groups were established.  The Task Force members determined that these four working groups covered the dominant issues affecting service contracting: categories of services, performance-based acquisition (which evolved into acquisition management and planning), multiple agency contracting vehicles (e.g., Federal services schedules and other multiple award contracts), and Part 37 (Service Contracting regulations). 
Notes from the briefing   (see the briefing on the DPAP website)
The procurement of services in dollars exceeds that of hardware/products.  As a result of the growing importance upon services, the Services Contracting Task Force was formed.  The group consists of members from the Contract Services Association, DAU, the Professional Services Council, the National Defense Industrial Association, the Information Technology Association of America, the Air Force and others.  Many representatives were former government contracting officers.  A limited number of copies of the Task Force’s report were distributed at the meeting.  Virtual copies are available on line at: www.csa-dc.org .
Actions
· The Services Task Force intends to resurvey the services sector to obtain additional responses over a previous survey.

· The suggestion was made that we include more government/Service representatives on the task force, to include Navy, to ensure even broader DoD representation.

· The task force was asked to define the term “services” for the FAR to ensure the definition is more accurate and more inclusive.  
· Use of FFRDC’s should be addressed & reviewed.  

· The task force should examine: 
· The distinction between commercial items and commercial services.  When buying performance-based 
outcomes, the distinction can be blurred.  

· What are professional services? 
· How do professional services differ in the commercial contracting environment?  

· It is important to research the paradigm to categorize the differences between big “services” and little “services.”  

· DoD needs to work with the FAR council to better align the way in which services are discussed in FAR 7, 8, 12, 13, 19 and 37.

· It is important to make sure that Project Managers accurately define project requirements so that we are writing the best contracts possible.  
· Case studies are needed from the task force or from anyone who has examples to share.  The best method to most thoroughly study services contracting may be through the use of case studies.  By studying specific examples, we can better understand and address services challenges.  DoD should have some good examples of problems with which we are faced.  Base operations and technical operations would be, among others, ground for good examples.  
· A question raised during the EVM briefing which followed this, was whether the Task Force would be interested determining how EVM might be made to work on services contracts.  Attendees confirmed that it can be done but that measures would vary. 
· Task force will continue working and would like to engage with DPAP.  

2.  Wide Area Work Flow – Acceptance at Destination  (Mr. Jim Steggall,  Manager of Contracts and Policy, Rockwell Collins, Inc. )
Wide Area Work Flow – Acceptance at Destination

WAWF is an evolving, Government-developed, paperless contracting initiative, intended to create an electronic commerce environment.  Rockwell Collins was among the initial pilot participants when Version 1.3 was first field for testing in 1999.  Since the initial DD250 processing on September 29, 2000, WAWF has continued to evolve and improvements and functionality have been added.  The current iteration of WAWF, Version 3.0.7, allows for the electronic processing of destination acceptance DD250s, FMS payments, progress payments, performance-based payments, interim cost vouchers, commercial financing and commercial invoices, and more – all functionality that did not exist at the end of FY 2000.  Pilot Contractors were instrumental in the development of enhancements that allow an FTP file to be taken from SAP-based Enterprise Resource Planning (ERP) systems and directly loaded into WAWF, thus eliminating manual input by the originator.  Pilot Contractors were also instrumental in introducing other DoD contractors to the benefits of the system and in training those personnel in the use of the system.

Today, 85-90% of all Rockwell Collins (RCI) DD250s and invoices are electronically processed through WAWF.  This is a significant achievement because it reduces assets, provides strong benefits in the form of business cash flow, speeds shipments, reduces processing times and improves the quality of DD250 and payment document submissions.  RCI is a “power-user” of the system, routinely processing 1,500 or more transactions through the system each month.  RCI continues to work with the Government to enhance the system and find solutions to the current limitations so that WAWF can be enhanced so that 100 percent of these transactions can be processed electronically.  One final hurdle is the acceptance at destination contracts where the buyer is responsible for receipt and acceptance rather than the Contract Administration Office (DCMA), which utilizes WAWF for the acceptance at origin contracts.  In most cases, the Buying Activities have not designated focal points for WAWF receipt and acceptance.  This requires a manual (paper) DD250 to be issued rather than the WAWF electronic process. 
Notes from the briefing   (see the briefing on the DPAP website)
WAWF has continued to evolve and improvements and functionality have been added.  The current iteration of WAWF allows for electronic invoicing, receipt and acceptance, and contract financing.  Among the many benefits inherent in this secure web-based system, some of the most significant include the improvement of data integrity, reduction of cycle time, and elimination of lost and misplaced documents.  Implementation of WAWF is currently underway and on track with the Air Force.  WAWF is scheduled for June 2006 for the Army, and is being pushed hard for implementation at the end of FY05 across the Navy.
Issues dealing with WAWF acceptance are exacerbated by not always having government representatives at destination responsible for inspection/acceptance registered to use WAWF even when the contractor is fully able to do so.  When unable to accept at destination using WAWF, acceptance reverts to paper DD 250s causing the contractor to incur extra time and costs.  Only those at a shipping destination that are trained and approved can inspect and accept in WAWF which can limit the benefits to be gained by using WAWF.
Briefing suggestions included: 

· Requiring MILDEPs to establish the capability to accept items via WAWF.  

· Establishing pilot programs to expand adoption.
· Requiring MILDEPs/buying activities to establish a single POC to assist contractors with WAWF issues.

· Have contracts specify the DoDAAC (with unique extension) and e-mail address of destination acceptors to ensure proper routing.  
Small businesses stand the most to gain from faster and more efficient acceptances.  

A concern was that the Services must drive greater WAWF usage for acceptance but not to a single qualified acceptor at an activity, but to multiple acceptors.  

All actions must be conducted with the awareness of any impacts upon the warfighter and their associated capabilities.
Actions

· Additionally, we need to ensure that WAWF captures “rejects” in addition to accepted supplies.  Acceptor has to take greater responsibility; this system is better than what we had historically for acceptance.

· A key area for resolution is to get people trained and registered in WAWF faster.

· While the suggestions all have merit, DoD must first understand the magnitude of the problem.  
· Jim Steggall share more information with DPAP(Policy).
· Provide thoughts/recommendations to DPAP(Policy) for a clarifying letter to be issued to the acquisition workforce addressing the need to establish acceptance at destination capabilities as soon as practicable.  
· Get people trained and registered in WAWF faster.
· Should contractors charge a premium for non-WAWF acceptances?

3.  3PL Coordination Initiative  (Mr. Lou Kratz, Logistics Plans and Programs, L&MR)
DoD continues to aggressively move forward with industry partnering to improve weapon system support and logistics. This presentation will provide an update status of DoD’s progress on performance based logistics, a summary of DoDs emerging 3PL partnership for CONUS transportation, and highlight further emerging partnership areas under discussion with industry.
Notes from the Briefing:   (see the briefing on the DPAP website)
Performance-Based Logistics (PBL)

Support is provided by industry/government partnerships.  To further promote the partnerships, contract incentives are tied to cost and performance.  Commercial standard response times are used as a basis.  The program manager is the single point of accountability.  Near term actions include promulgating consistent PBL guidance, enabling financial strategy, establishing core metrics, baselines and benchmarks and incorporating metrics reporting into existing processes/systems.  Within the Services, adoption of programs with current or scheduled PBL contracts are at 74% for Army, 88% for Navy and 18% for Air Force.  On selected programs that have recently implemented PBL, availability has jumped from, on average, 70% to 90%, with additional benefits of improved readiness and lower total ownership costs.  
Defense Transportation Coordination Initiative (DTCI) 

The program’s vision is to improve the reliability, predictability and efficiency of DoD materiel moving within CONUS through a long-term partnership with a world-class coordinator of transportation management services (and to do it more inexpensively).  The initiative is making broad progress and is currently updating the acquisition strategy, the concept of operations and program requirements.  
Public-Private partnering Tiger Team

The team is seeking to enable net-centric operations while building from existing aerospace exchange and support networks.  The Team will seek a global distribution partnership.
4.  Commercial Subcontracting Plan  (Mr. Jim Steggall,  Manager of Contracts and Policy, Rockwell Collins, Inc. )

Commercial Subcontracting Plans are defined and allowed by FAR 52.219-9(g). On August 16, 2000, a Single Process Initiative (SPI) Agreement was reached with the U.S. Government, via the Rockwell Collins Management Council, to recognize the use of an Annual Commercial Subcontracting Plan as the approved Small Business subcontracting process at Rockwell Collins (RCI).  The purpose of the transition to a commercial plan was to include the full breadth of RCI facilities, both Commercial and Government-oriented business, under a common small business subcontracting program. This replaced the Comprehensive Plan (a subcontracting plan and goal process that is also annual and enterprise-wide in its application) that had been in use during the period 1997-2000.  As stipulated at FAR 52.219-9(g) a commercial plan applies to planned subcontracting generally, for both commercial and all U. S. Government contracts; and applies whether performing as a prime contractor or as a subcontractor.  A single, annual SF-295 is used.
Notes from the Briefing   (see the briefing on the DPAP website)
With respect to FAR 52.219-9(g), customers are not readily accepting the commercial plan for noncommercial item contracts and some customers require individual plans and goals for proposals and source selections as opposed to using the corporate-wide plan.  One of the benefits of commercial contracting plans is that the plans include all corporate contracting efforts, including efforts on the commercial side.  Of interest, many companies do better when their commercial subcontractors are included in their subcontracting plans which makes DoD subcontracting efforts look better.  Broader goals are better for the Department and better for small business participation.  One of the problems mentioned with commercial (corporate-wide) plans is responding to congressional inquiries, or specific constituents that ask for detail goals or information.  
Actions
· The Department would benefit from guidance reinforcing commercial plans as a preferred approach and that would reiterate that commercial plans may be used for all government contracts at a facility.  Contract specific plans and goals are not (and should not be) required for proposals. 

· Jim Steggall to share more information with DPAP(Policy)

· Jim Steggall to make suggestions for a clarifying memorandum to DPAP(Policy) to issue to the contracting workforce.
· Potentially, this should be considered for a revision to regulation and/or statute.

Updates:

1.  Earned Value Management  (Dr. Nancy Spruill, Acquisition Resources & Analysis)  
On March 7, 2005, Mr. Wynne signed a memorandum approving the revised Department of Defense (DoD) Earned Value Management (EVM) policy.  The policy has been clarified to provide consistency in EVM application across DoD programs and to better manage the programs through improvements in DoD and industry EVM practices.  The previous EVM policy was old--it dates from the mid-1990s.  Both industry and entities within the Department expressed concerns with the state of EVM--and program management in general--in defense acquisition, including inconsistency in the application of EVM, conflicting contractual requirements, and the lack of avenues for communication and problem resolution.  These and other factors, which include process and technology advancements and recent Office of Management and Budget (OMB) initiatives that revised the definition for major capital acquisitions and mandated the use of EVM to manage them, led DoD to re-examine its use of EVM to determine if changes were needed.  The revised policy was developed by the Office of the Secretary of Defense (AT&L/ARA), in consultation with the DoD stakeholders, and was coordinated with OMB.  Industry input was obtained through the National Defense Industrial Association and the industry representatives on the Government/Industry EVM Working Group.  This working group, which was established at the request of the Defense Acquisition Excellence Council, has been assessing the issues and actively working on solutions.  The working group also serves as a forum to communicate, collaborate, and share information and best practices.  The purpose of this presentation is to review the approved policy changes and provide an update on the working group's progress to date.
Notes from the Briefing   (see the briefing on the DPAP website)
The Government/Industry EVM Working Group has identified seven overarching areas of concern:  (1) policy, validation, and surveillance; (2) contract requirements; (3) training; (4) contract definitization ; (5) management acceptance; (6) process integrity; and (7) subcontractor management.  The working group has developed a plan defining the issues and strategies for implementing corrective actions.  The recent policy changes contribute in large part to resolving Issues 1 and 2.  In addition, much progress has been made with regard to training (Issue 3).  Research into Issues 4 and 5 is underway, and Issues 6 and 7 will be worked in the future.  The working group will continue to work the issues, share improvement ideas, and recommend and implement solutions with the goal of ensuring performance management processes are effective, consistent, and reflective of industry best practice.

Actions

· The Services Contracting Task Force should work with the EVM community to determine how best to apply EVM to services contracts.  

· Present an update on the training issue at the next DAEC meeting.  Since senior-level buy in and support are critical to realizing the full benefits of EVM, ensure that training is also targeted to senior managers in both DoD and industry.

· Work to more extensively define the process integrity issue and plan to address this issue at a future meeting.
2.  Unique Identifier (UID) (Mr. Robert Leibrandt, Defense Procurement & Acquisition Policy)  
There is significant progress being made in legacy applications of UID policy and results are expected by mid-summer.  The Defense components are aggressively pursuing legacy solutions.  Industry associations were recognized for their significant leadership efforts in training/outreach, standards development/support and user’s groups.

Notes from the Briefing   (see the briefing on the DPAP website)
There were four key accomplishments that were noted during the presentation.  On December 23, 2004, a policy update expanded UID to Legacy Applications.  Second, guidelines have been published for Virtual Unique Item Identifiers for Legacy Applications.  In April 2005, a UID DFARS rule was approved for publication by OMB.  On May12, 2005, a UID Policy Updated further extended UID to Property in the Possession of Contractors (PIPC).  The UID PMO also established directive staffing for an overarching UID Directive which UID of personal property is one component.  By May of next year, the UID PMO is hoping to report PIPC actions in real time, making action reporting more accurate in a significant step toward eliminating the requirement for annual 1662 reporting.  The briefing has more information which includes such upcoming UID PMO significant events as user’s group meetings, industry meetings, workshops and joint industry and government meetings.  Additionally, see the handout with NDIA UID Leadership Group POCs with phone numbers and email addresses. 
Written Updates:  

1.  The Defense Industry Initiative on Business Ethics and Conduct (DII)  (Mr. Richard Bednar, Crowell & Moring LLP) 

This private, non-profit organization, comprised of 60 of the top largest and many smaller Defense contractors, is bound together by a commitment to adopt and adhere to the highest level of ethics and conduct in all dealings with the Department of Defense.  The Defense Industry Initiative on Business Ethics and Conduct (DII) was launched in June 1986 by visionary leaders of industry who recognized the imperative of ethical business conduct to maintain the confidence of the Defense Department, the Congress, and the public.

The governing body (Steering Committee) of the DII is comprised of 13 Defense industry CEOs and is currently chaired by Bill Swanson, Chairman and CEO of Raytheon.  The day-to-day work is carried out by a Working Group of principal representatives of companies which comprise the Steering Committee.  Dick Bednar, a retired Army officer, coordinates all the programs and activities of the DII.

The DII holds an annual best practices forum on ethics and compliance at which many DoD personnel actively participate to share concerns and approaches to resolve issues.

Recent Developments
See the handout distributed at the DAEC meeting for highlights and a list of DII signatories or surf to www.dii.org.  A copy is also available on the DPAP website at http://www.acq.osd.mil/dpap/about/meetings.htm .
2.  DFARS Streamlining  (LTC Rob Jarrett & Ms. Angelena Moy)
DFARS Transformation – Regulations & Legislation  
In keeping with DoD’s transformation goals and objectives, USD(AT&L) directed a comprehensive review and transformation of the Defense Federal Acquisition Regulation  Supplement (DFARS) and its operational proceedings.  See the discussion paper distributed at the DAEC for additional details or surf to the DPAP website at http://www.acq.osd.mil/dpap/about/meetings.htm .

Defense Acquisition Regulation (DAR) Transformation Integrated System (DTIS) The Defense Acquisition Regulation DTIS initiative will provide and integrate the tools to move the development, implementation, publication, and communication of hundreds of laws, policies, and needed changes in the Federal Acquisition Regulation (FAR) and DoD FAR Supplement (DFARS) from a bureaucratic, lengthy, paper‑based process to an electronic web‑based process with far‑reaching capability.  Our objective is to acquire a “user-friendly” automated capability that facilitates collaboration within the whole Government and effective communication among all the stakeholders in the acquisition process.  DTIS will include a knowledge management structure to enable effective document management and to permit open dissemination of information to the world‑wide acquisition community.  It will facilitate policy making and provide acquisition professionals with the tools and information they need to build successful business relationships.  See the discussion paper distributed at the DAEC for additional details or surf to the DPAP website at http://www.acq.osd.mil/dpap/about/meetings.htm .

3.  Performance Based Payments  (Mr. Dave Capitano, Defense Procurement & Acquisition Policy)  
Although good progress has been made in implementing performance based payments, initiatives are continuing to further promote their use.  Initiatives include:
· DPAP recently completed an internal assessment of PBP’s.
· The assessment included a statistical sample of 49 contracts with PBP payments.  These contracts were reviewed to determine compliance with FAR, DFARS, and the AT&L PBP User Guide.  For those provisions that had significant rates of noncompliance, a detailed review of the provisions was conducted to determine what actions need to be taken.
· The assessment also included publication of a Federal Register Notice and a memo to contracting personnel requesting input on how to improve the frequency and use of PBP’s. 
· The internal assessment resulted in 47 recommendations for revisions to the FAR, DFARS, PBP User Guide, and DoD training program.

· Revisions to the FAR, DFARS, and User guide are in process.  In addition, a Federal Register Notice will be published providing a detailed discussion of the public comments and DPAP responses/actions.   The anticipated completion dates for these actions are as follows:

· Federal Register Publication
July 2005

· Final FAR Rule


July 2006

· Final DFARS Rule


August 2006

· Final Users Guide


October 2006

· Revised Training Program

October 2006

*****

There is general concern that the FAR preference for Performance Based Payments (PBP) versus cost based payments is not being followed in many cases.  Our internal assessment includes a number of recommendations that emphasize the preference for PBP payments:

· Revise the FAR to require the Contracting Officer to document the file as to why PBPs were not used when a contractor proposes PBPs but the contract includes progress payments.  

· Include a specific statement in the FAR that PBPs and public vouchers can be used on the same contract when the contract contains both fixed price and cost reimbursement line items.

· Add a FAR provision stating that when the Contracting Officer anticipates providing contract financing, the solicitation shall provide the contractor with the option of proposing either performance-based payments (52.232-32) or progress payments based on cost (52.232‑16), unless the Contracting Officer has determined (and documented) that one of these financing methods is not practical.

· Include the PBP User Guide as part of the Procedures, Guidance, and Instructions to maximize use by contracting personnel.

· Include a discussion, with examples, of the development of performance-based milestones, in the PBP User Guide.

· Develop a training action plan to maximize the number of Contracting Officers that receive PBP training.  The training will include an emphasis on the FAR preference for the use of PBP payments. 

4.  Service Disabled Veteran’s Strategic Plan  -  (Mr. Frank Ramos, Director, Small  & Disadvantaged Business Utilization (SADBU))


Mr. Michael Wynne, USD(AT&L) and Mr. Frank Ramos,the Director (SADBU) are the two senior level DoD officials designated to execute the Presidential Executive Order for the Secretary of Defense and develop a Department of Defense Strategic Plan for Service-Disabled Veteran's.  The Executive Order requires the Federal Government to provide the opportunity for service-disabled veteran businesses to significantly increase the Federal contracting and subcontracting of such businesses.  See the handouts from the DAEC or surf to the DPAP website at http://www.acq.osd.mil/dpap/about/meetings.htm .
Of Note:
New Website  Since the last meeting, the DPAP website has been revised to be more user friendly and to facilitate greater access to information and documents.  The DAEC website can be reached by surfing to www.acq.osd.mil/dpap.  Scroll down the left side under “Site Menu” then “Items of Interest” then “Outreach and Comm” and then click on “Meetings.” Scroll down to the second item for the DAEC.  You will be going to http://www.acq.osd.mil/dpap/about/meetings.htm .  The site has notes, general distribution items and handouts from each of the previous meetings.
Next Meeting:
To be determined.
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