




AGENDA

For the

8th Defense Acquisition Excellence Council (DAEC)
Meeting

November 9, 2004, 4 – 5:30 PM, Pentagon, 2C554 room # 7
4:00 –  Welcome/Opening  –  (Mr. Mike Wynne) 



(5 minutes)

4:05 –  Radio Frequency Identification (RFID)  –  (Mr. Alan Estevez)
(10 minutes)










(& 10 minutes discussion)

4:25 –  Service Contracting Review and Contract Bundling  –  

(10 minutes)

(Ms. Cathy Garman)





 (& 5 minutes discussion)

4:40 –  The New Defense Acquisition Guidebook  –  (Mr. Skip Hawthorne)(5 minutes)









(& 5 minutes discussion)

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

4:55 –  Update Topic:  UID Update  –  (Mr Rob Leibrandt)


(5 minutes)
5:00 –  DAEC General Discussion  –  (Mr. Mike Wynne)


(25 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)
Contract Incentives  (Mr. Verne McKamey)



See Attached Notes

OSD’s position on Section 811 H.R. 420 HASC DoD Authorization See Attached Notes

  Bill (Defense Trade Reciprocity) restricting offset arrangements

  (Mr. Dan Nielsen)

Defense Authorization Bill status and highlights  (Mr. Gary Blasser)
See Attached Notes

Military Equipment Valuation & CLIN/SLIN Cost Accumulation 
See Attached Notes

  (Consistent with the President’s Management Agenda and the 

  Chief Financial Officers Act of 1990)  (Mr. Ric Sylvester)

Notes 

From
The Defense Acquisition Excellence Council (DAEC)

November 9, 2004, 4 – 5:30 PM

Pentagon, 2C554 room # 7
Department of Defense Attendees:

Mr. Tom Kelly for Honorable Claude Bolton (SAE, Army)

Mr. Tom Essig for Honorable John Young (SAE, Navy)

Mr. Baise Durante for Honorable Marvin Sambur (SAE, Air Force)

Ms. Deidre Lee (DPAP)

MGen Darryl Scott (DCMA)

Col Mike Kalna for Ms. Scottie Knott (Senior Acquisition Executive, DLA)

Mr. Frank Ramos (Dir, DoD Small Business)

Mr. Lou Kratz (Logistics Plans and Programs, L&MR)

Industry Attendees:

Mr. Mark Adams (President, Portal Dynamics, representing Electronic Industries 
      Alliance)

Honorable John Douglass (President and CEO, Aerospace Industries Association) 

Ms. Eleanor Aldridge for Mr. Cort Durocher (Executive Director, American Institute of Aeronautics and Astronautics)

Ms. Cathy Garman for Mr. Chris Jahn (President, Contract Services Association)

Mr. John Harris (Vice President and Corporate Director of Contracts, Raytheon)

Mr. Tim Malishenko (Vice President of Contracts and Pricing 
      for the Boeing Company)

LTGen Larry Farrell (USAF Ret) (President, National Defense Industrial
      Association)

Mr. John Young (Vice President of Contracts and Pricing, 
      Northrop Grumman) 

Mr. Alan Chvotkin (Senior Vice President, Professional Services Council) 

Ms. Eleanor Spector (Vice President of Contracts, Lockheed Martin) 

Ms. Karen Wilson (Director, Acquisition Policy and Industrial Affairs, The Boeing 

      Company, representing the Council of Defense and Space Industry Associations) 

Ms. Claudine Martinez and Mr. Bill Lewandowski representing Industry Small 
      Business Interests

Mr. Frank Losey (representing American Shipbuilding Association)
Mr. Herm Reininga (Senior Vice-President for Special Projects, Rockwell Collins)

Revision: 11.22.04
Notes
From 
The 8th Defense Acquisition Excellence Council (DAEC)

November 9, 2004, 4 – 5:30 PM, Pentagon, 2C544 room # 7
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. Radio Frequency Identification (RFID)  (Mr. Alan Estevez,  ADUSD Supply Chain Integration ) 
For years, the DoD has been successfully using active RFID to enhance the visibility of materiel flowing to overseas tactical locations. Over the past year, several leading companies (Wal-Mart, Michelin, Proctor & Gamble, Target, International Paper, Best Buy etc.) have announced plans to adopt and implement passive RFID to improve their supply chain and operations.  DoD realized that to capitalize on this emerging technology and influence its direction/cost that they needed to be an early adopter and lay the foundation for future supply chain improvements.


The new DoD strategy calls for an immediate expansion of active RFID to all Services and all overseas locations and to implement passive RFID on January 1, 2005.  The vision is to use the inherent capabilities of active and passive RFID technology and build a powerful relationship that creates enhanced visibility, enabling military logisticians to provide effective and efficient support to the warfighter.

Benefits can accrue across the supply chain to include improved asset visibility, shipping timeliness and transportation accuracy.  Additionally implementation can result in reduced costs associated with automated receipt and acceptance, improved labor productivity, reduction of items required and speeded payment processing.  Often the reduction of shrinkage alone can pay for RFID implementation.  


The publication of a proposed DFARS rule is expected within two weeks and RFID implementation will continue to heavily depend upon working with industry including special emphasis on small businesses.  Companies have engaged on RFID implementation to varying degrees ranging from learning about the technology to already employing shipping with tagged materiel.  


DoD and the RFID initiative is currently working towards developing a consistent approach across all industries.  RFID implementation promises more in capability that offered by bar coding in the 70’s.  Costs for tags as well as readers continue to rapidly decline as industry improves the state of the art.  Unique Identifier will work closely with RFID and provides individual component information.  

RFID will reduce costs, improve asset visibility and will improve DoD and industry productivity.  The next DoD RFID Summit is planned for February 9 & 10, 2005.  For a suppliers guide and more information, surf to the RFID website at www.dodrfid.org.  
2.  Service Contracting Review and Contract Bundling  (Ms. Cathy Garman, Senior Vice President, Public Policy, Contract Services Association of America)  
   Services Contracting Review
Contracting for Services is no longer the Government's "stepchild."  For many agencies, it represents a significant portion of their annual budgets, and the Government is entitled to better business arrangements and better business practices.  With that in mind, the statutes and regulations that have grown up on a piece-meal basis to govern services contracting are in need of a major review and overhaul.  This is a tremendous undertaking, but one that can reap tremendous rewards for the Government services industry and its Government customers.  We are reviewing the different categories of services contracting; and began the task with a review of the relevant FAR provisions starting, of course, with Part 37 (Service Contracting).  
The basis of the review is the perception that much of the FAR/DFARS tends to be “product-centric” and that language revisions which recognize the growing reliance upon services contracting would be highly useful.  The focus will be upon what could be accomplished if there were no restrictions.  Also to be addressed is what works and should be left alone.  
CSA established four working groups to review laws/regulations/policies affecting service contracting to include issues dealing with small business, contract schedules, performance-based services contracting and categorizing types of services.  Participants include industry associations, individual company volunteers and representatives from the Defense components.  Groups plan to look at discreet elements of service contracting initially and then focus upon longer term issues.  Reports from the groups are planned for spring 2005.  Recommendations will be coordinated with the Section 1423 Panel, Defense Procurement & Acquisition Policy, other selected agencies such as the SBA and GSA, and relevant Congressional committees.
   Bundling Taskforce
For CSA, with its mixture of small, medium and large businesses, not surprisingly the membership is split on the impact of bundling and consolidation.  To get a better understanding of the issue and on behalf of its members of all sizes (and their Government customers), CSA is leading a taskforce (with the HUBZone Council and other associations) to identify the concerns, stakeholders, and requirements, with the aim of increasing opportunities for all Government service contractors.  

A main issue for the Taskforce will be gaining an understanding of the definition of bundling as addressed by the CFR and regulations.  Any one of the following yields different understandings:  1997 SBA Re-engineering Act; CICA (as interpreted by GAO); FY04 DoD Authorization; H.R. 2802; and, personal interpretations.  A consistent interpretation will be very valuable.  A desired outcome of the Taskforce will be to identify how  opportunities can be increased for small businesses, including promoting teaming and joint ventures.  Participants include industry associations, individual company volunteers and representatives from the Defense components.  A report from the Taskforce is planned for spring 2005.  Recommendations will be coordinated with the DoD Small Business Office, the SBA and relevant Congressional committees.
3.  The New Defense Acquisition Guidebook  (Mr. Skip Hawthorne, Defense Procurement & Acquisition Policy)  
Acting Under Secretary of Defense for Acquisition, Technology and Logistics, Michael Wynne, approved provisional release of the Defense Acquisition Guidebook on October 8, 2004.  The new guidebook is designed to serve as a companion to the revised acquisition policy documents, DoD Directive 5000.1 and DoD Instruction 5000.2, released in May 2003.  Those documents established the policy framework for translating mission needs into stable, affordable and well-managed programs.
Release of the guidebook fulfills the Department’s earlier commitment to design a transformed acquisition system and supporting policy that will foster efficiency, flexibility, creativity, and innovation.  The guidebook is an interactive, web-based capability designed to provide the acquisition workforce and their industry partners with an on-line instant reference to best business practice as well as supporting policy, statute, and lessons learned.  While the policy documents released last year explain what acquisition managers are required to do, the just released guidebook complements those documents by proposing how. 
Defense acquisition professionals will be able to use the reference to review discretionary best business practice and then tailor that practice to the particular needs of their program.  The electronic guide moves the acquisition workforce further along the path of e-business.  Workforce members also will be able to employ the guidebook to access the Defense Acquisition University’s Acquisition Knowledge Sharing System and many of the university’s other resources.
While the guidebook was launched just three weeks ago, more than one million community members have already viewed and used the site.  The site has more than 500 source pages of original material and highlights best practices for every DoD 5000 policy.  Additionally, over 5000 links to  relevant information sources have been incorporated.  The Guidebook includes discussions of systems engineering and the systems engineering process as well as a new, first ever, DoD Primer on Net-Centricity including the global information grid and net-centric operations.  New and/or expanded discussions include: life-cycle logistics; performance-based logistics; information assurance; and, business modernization management program.  The Guidebook provides three means of navigating the site and includes ready access to DAU resources as well as an on-line tutorial.  The Guidebook will be updated on a real time basis as changes are needed.
The Defense Acquisition Guidebook is now available on the Internet at http://akss.dau.mil/DAG .
 

Updates:

1.  Earned Value Management  (Dr. Nancy Spruill, Acquisition Resources & Analysis)  
Both industry and the Department expressed concerns with the state of Earned Value Management (EVM)--and program management in general--in defense acquisition, to include the need to establish and maintain avenues of communication and problem resolution.  Specifically, industry expressed concerns about conflicting contractual requirements, duplicative management systems reviews, unique system surveillance oversight activities, and declining government experience and resources.  DoD concerns emanate from the diverse implementation of EVM among and within companies, and include the maturity of the industry infrastructure to support “ownership,” the institutionalization of EVM as an integral program management tool, and the varying levels of confidence in reported data.  DoD is also concerned about government program managers taking actions in response to industry’s maturity issues.  In response to these concerns, which were first discussed at the October 2003 DAEC meeting, AT&L/ARA has established--and leads--a government/industry EVM working group to assess the issues and recommend solutions, and to serve as an ongoing forum to communicate, collaborate, and share information and best practices.  In addition, AT&L/ARA has worked with the military services, defense agencies, and industry to develop revised DoD EVM policy.  The proposed policy changes, which are aimed at streamlining, improving, and increasing consistency in EVM application--and ultimately reducing costs, include:

· Applying new EVM dollar thresholds.

· Revising and renaming the Cost Performance Report (CPR) (new name is Contract Performance Report).

· Eliminating the Cost/Schedule Status Report (C/SSR).

· Expanding the application of the Integrated Master Schedule (IMS) and integrating the IMS with the CPR.

· Requiring Integrated Baseline Reviews whenever EVM is required.

· Making the use of EVM on firm-fixed price contracts a risk-based decision.

· Implementation of the policy changes is planned for early 2005.  The changes will not be retroactively applied to existing contracts.

2.  Unique Identifier (UID) (Mr. Robert Leibrandt, Defense Procurement & Acquisition Policy)
Significant progress has been made in the implementation of the UID initiative in the Defense Community both domestically and internationally since the last presentation to the DAEC.  The USD (AT&L) issued a policy update and legacy policy forecast on September 3, 2004 that clarifies key issues associated with the July 29, 2003 policy and identifies an evolutionary approach going forward for implementation on existing inventory and existing contracts where UID was not previously required.  A final DFARS Rule is nearing completion and we expect it to be submitted to OMB by mid-November.  Efforts to internationalize UID have been very successful through the support of allied and partner nations as well as our industry partners.  We have made significant progress in NATO, ATA and ISO while also enjoying the support of an outreach partnership between DAU and NDIA that is targeted to inform the DoD supply chain of UID requirements, benefits and assistance available.  Strong leadership has been shown by the Aerospace Engine Manufacturing sector which is embracing UID and has effectively made the case for consistent and reliable application of UID across all engine products whether commercial or defense.  The result for the sector is a single marking approach consistent in format, content and level of indenture across their product lines regardless of the customer receiving the product.  Additionally, international support has been noteworthy and includes the United Kingdom, Australia, Canada, Singapore, Brazil, and the Czech Republic among others.  The European Transporter (TP400) plans to apply UID.  UID will be required on Government Furnished Property on all solicitations starting January 2006.  The Defense Contract Management Agency (DCMA) has taken up the September 3, 2004 memo task to work with companies on UID Implementation including processing Single Process Initiatives.  DCMA has begun by working with the top 30 DoD suppliers to proactively address UID implementation.

Additional Items Brought Up for Discussion:

1.  Defense Industry Ethics (Mr. Mike Wynne)  


In light of ongoing investigations, the Defense industry will be subject to extensive ethics reviews by oversight organizations including the Department of Justice, FBI, GAO and the DoDIG.  Government and defense industry organizations should plan to individually and collectively work towards improving our reputation for maintaining the highest ethics in acquisition.  Expect legislation to address perceived shortfalls in Defense Acquisition.  

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
An action item resulting from the April 13, 2004 DAEC meeting was to encourage smaller Defense contractors to embrace ethical business practices.  Consistent with this item, on October 20, 2004, the DII, in conjunction with the AIA, presented a two-hour block of training to representatives from about 80 members of the AIA Suppliers' Council (smaller aerospace companies) which addressed the building of an ethics program.  In addition to the training, the group was instructed in the navigation of the DII website (www.dii.org) which makes available to the general public, a "Tool Kit."  The Tool Kit was distributed as a meeting handout and provides detailed information and guidance about establishing an effective ethics program.

On October 16, 2004, the DII presented a full day program on ethics and compliance issues for Human Resources professionals, which was attended by over 100 Defense industry representatives.

Since the last DAEC meeting, the DII, in conjunction with the Ethics Resource Center, has arranged for an ethics survey to be launched in January 2005 by an independent organization to determine the "ethical climate" within the DII companies and to compare the results with American industry at large.

2.  Contract Incentives  (Mr. Vern McKamey, Defense Procurement & Acquisition Policy)  

Based on favorable reactions expressed for the Future Combat Systems model for competing subcontracts, the Defense Acquisition Executive requested a draft policy statement that he could use in a discussion with the Service Acquisition Executives to guide the government’s oversight in dealing with prime contractor’s retention of work when outside sources are available.  The initiative was widely supported and the resulting July 12, 2004 policy memorandum reconfirms the existing policy.  While no direct response was required, the Air Force Acquisition Executive provided a report dated September 7, 2004, describing the Air Force’s implementation of this policy emphasis.
3.  OSD’s position on Section 811 H.R. 420 HASC DoD Authorization Bill (Defense Trade Reciprocity) restricting offset arrangements   (Mr. Dan Nielsen, Defense Procurement & Acquisition Policy)
The Department is pleased with the domestic preference provisions of the 2005 National Defense Authorization Act.  The Act does not impose any new requirements that would further impede our ability to buy and sell defense items globally.  Of particular concern were potential restrictions regarding offsets in Defense sales.  However, the Act simply directs the Department to address the deleterious effects of offsets.  This is in consonance with a task from the previous year’s Act, which required consultations to determine what those effects might be.

4.  Defense Authorization Bill status and highlights  (Mr. Gary Blasser, Defense Procurement & Acquisition Policy)  
Congress passed the Ronald W. Reagan National Defense Authorization Act for Fiscal Year 2005 on October 9, 2004.  The President signed it into law on October 28, 2004.  The measure provides $445.6 billion for military spending, avoiding any significant cuts in weapon procurement.  This is an increase from the $401.3 billion that Congress authorized for Fiscal Year 2004.  Except for adding 30,000 soldiers and 9,000 Marines over the next three years, the final bill contains none of the earlier draft language that aroused concern by the Secretary.  Amplifying slides were distributed as a meeting handout.
Highlights from the DPAP perspective include:

1.  Defense Trade Reciprocity -- DoD is to redouble efforts to limit the adverse effects of offsets (counter-trade) requirements in defense trade (sec. 831)

2.  Defense Acquisition Workforce Strength -- unchanged (House sec. 823 sought a cut.  Senate sec. 841 offered an increase.  Both receded.)

3.  Buy American Requirements – unchanged (House sec. 812, 815, and 826 and contrasting Senate sec. 831‑834 receded)

4.  Export Controls -- unchanged (House sec. 1401-1406 and 1214 receded.)

5.  Inflation Adjustment of Acquisition-Related Thresholds -- passed.  With few exceptions, this will enable adjustment every five years.  (sec.807)

6.  Internal controls and fees charged by other agencies for DoD procurements -- improvements mandated (sec. 802 and 854)

7.  Response To Combat Emergencies -- acquisition authority streamlined to meet urgent requirements of combatant commanders (sec. 811)

8.  Special Emergency Procurement Authority -- simplified acquisition threshold increased from $500,000 to $1.0 million for procurements outside the U.S. and micro‑purchase threshold increased from $15,000 to $25,000 for support of contingency operations and specified national emergencies (sec. 822)

9.  Approval of Other Than Competitive Procedures – authority increased from $50 million to $75 million for senior procurement executive of an agency, consistent with other decision making authorities (sec. 815)

10.  Extension of Authority to Use Simplified Acquisition Procedures – Clinger-Cohen Act of 1996 is extended from January 1, 2006, to January 1, 2008, for the acquisition of certain commercial items (sec. 817)

11.  Extensions of Temporary Program Authorities – several temporary authorities, mostly related to small businesses, are extended or expanded (sec. 841‑844)

12.  Military Extraterritorial Jurisdiction Act of 2000 -- jurisdiction expanded over civilian employees and contractor personnel of the United States to include personnel not employed by or contracting with DoD whose employment relates to supporting the mission of DoD overseas (sec. 1088)

13.  Guidance on Contractors Supporting Deployed Forces in Iraq – guidance and a report required on contractors supporting deployed forces in Iraq, including the issue of contractor performance of security, intelligence, law enforcement, and criminal justice functions as well as (1) investigating background and qualifications of contractor security personnel and organizations; and (2) ensuring proper training and compliance with rules of engagement by armed contractor security personnel.  Also, the language addresses certain options for enhancing contractor security and reducing contractor security costs in current and future armed conflicts. (sec. 1205).
5.  Military Equipment Valuation & CLIN/SLIN Cost Accumulation (Consistent with the President’s Management Agenda and the Chief Financial Officers Act of 1990)  (Mr. Richard Sylvester, Acquisition Resources and Analysis, Property Plans & Equipment Policy)
The President's Management Agenda requires DoD to obtain a clean audit opinion.  The USD(C) has directed that the clean audit opinion by achieved by 2007.  Achieving a clean audit opinion for military equipment, the largest single entry in DoD's balance sheet, will impact contacts and contractors.  A one-page update on the military equipment valuation project with a discussion of that impact was distributed at the meeting.

Of Note:
1.  New Website  The DPAP website has been revised to be more user friendly and to facilitate greater access to information and documents.  The DAEC website can still be reached by surfing to www.acq.osd.mil, scrolling down the left side under “Initiatives” then “Outreach and Comm” and then clicking on “Meetings.” Scroll down to the second item for the DAEC.  The site has notes, general distribution items and handouts from each of the previous meetings.  
2.  Executive Order 13360—Providing Opportunities for Service-Disabled Veteran Businesses to Increase Their Federal Contracting and Subcontracting (Mr. Frank Ramos)  A copy of the Tuesday, October 26, 2004 Federal Register was provided by the DoD SADBU for distribution to DAEC participants.  
Next Meeting:
29 March 2005:  4:00PM – 5:30PM in 2C554 # 7
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