DOD Procurement Conference – Senior Executive Panel – Questions/Answers

PAIC
1. Where are we on the implementation of A-76?  Seems there are a lot of DOD A-76 cost studies that have been held up pending formal DOD implementation guidance?
Since the Office of Management and Budget published the revised A-76 circular on 29 May 2003, the Department has been actively engaged in transitioning to the new circular (e.g., appointment of the DoD Competitive Sourcing Official (CSO), designation of Component CSOs (CCSOs), identification of DoD CSO and CCSO responsibilities, development of DoD Transition Plan, DoD deviation to the revised circular to implement the DoD Transition Plan).  However, Section 335 of the National Defense Authorization Act for Fiscal Year 2004, (Pub. L 108-136) delayed DoD’s implementation of the revised circular until 26 April 2003 (i.e., 45 days after submitting a congressional report that addressed six specific implementation issues).  This delayed implementation also included a prohibition on conducting public-private competitions under the revised circular.  DoD makes a commitment in this report that implementation of the revised circular will take a measured approach to ensure successful execution of the new public-private competition procedures set forth in the revised circular.

The Office for Housing and Competitive Sourcing, Office of the Secretary of Defense, is the office responsible for implementation of the revised circular and oversight of competitive sourcing actions.  This office is approving and overseeing the Department’s initial public-private competitions to be conducted under the revised circular.  Coupled with this oversight, DoD Components who will perform these initial public-private competitions participate on a transition team that addresses critical implementation policies and procedures to comply with both the revised circular and DoD’s related statutory obligations.  Other participants include a senior level officials from the Defense Procurement and Acquisition Office, Defense Civilian Personnel Management Services, and General Counsel.  The transition team meets weekly and has discussed a variety of issues, such as:
a. DoD CSO responsibilities and appointment of CCSOs and delegation of selected responsibilities 

b. The DoD Transition Plan, which included (1) DoD’s request to OMB to deviate from the transition requirements of the revised circular for completion of the 216 initiatives that were in-progress when the revised circular was published on May 29, 2003, and (2) OMB’s limited approval of the deviation.  

c. Component approaches for (1) conducting the new requirement for preliminary planning in the revised circular, (2) centralized management of public-private competitions (e.g., contracting centers of excellence), (3) appointment of competition officials, (4) public announcements, (5) congressional notifications, (6) compliance with statutory requirements, and (7) formal training

The OSD Housing and Competitive Sourcing Office has been working with Defense Acquisition University to develop several courses in an A-76 curriculum.  To date, the first course – Preliminary Planning – has been through its piloting process and is being offered at DAU.  A second course – A-76 overview – is to be piloted shortly.  This OSD office is also in the process of updating DoD Directive 4100.15 and DoD Instruction 4100.33, DoD’s implementation guidance for the revised circular.  The DoD Directive is expected to go into formal coordination this summer, the procedural guidance (DoD Instruction 410033) will be based on the oversight of the initial competitions. 

DCMA
2. Where are we headed with procurement of JSF, V-22, F-22, Seabased Systems and Missile Defense as far as timelines, procurement challenges, and the future viability of these programs?  Any contract administration lessons learned from DCMA?

F-35 Joint Strike Fighter (JSF)

The F-35 Joint Strike Fighter (JSF) program is progressing with the design and development of three aircraft variants:  Conventional Take-Off and Landing – CTOL, Short Take-Off and Vertical Landing – STOVL, and Carrier Variant – CV.   The design of CTOL and CV are somewhat behind schedule and over cost, but there is a high degree of confidence that the technical performance will be met for these two variants.  The design of the STOVL aircraft is significantly behind schedule, over cost, and there is a low degree of confidence that the technical performance of this variant will meet the current contract requirements.  There is discussion between the JPO and the user community on changing these requirements and still having an effective weapons system.  An Independent Review Team (IRT) recently completed a review of the program, and indications are that there will be several areas of concern.  These results are to be formally presented in a report due out at the end of summer 2004.

Currently, the Joint Strike Fighter (JSF) program is in a re-plan phase as a result of a number of technical issues with aircraft design (principally with aircraft weight of the Short Take-Off and Vertical Landing (STOVL) variant).  The STOVL aircraft is considered to be the linchpin to the program’s success.  These technical issues have resulted in an acknowledged minimum slip to the IOC dates for the three aircraft variants of up to two years.  This CMO feels that there is a high probability of an even greater slip to the program IOC dates.  This is based on a recent review of the contractor’s Build-To-Packages (BTPs).  The review indicated that many of the BTPs were incomplete and may be missing key analyses (such as acoustical and stress analyses).  

The present challenge to the program is to achieve a timely and affordable re-baseline to the current program to minimize impacts to contractor performance.  The current projection is to have a contract modification in the March-April 2005 timeframe.  Additional contract changes to address technical performance issues are unknown at this time.  

The contractor is continuing to aggressively pursue STOVL weight reduction efforts.  To date, these efforts have resulted in marginal weight reductions.  These efforts continue to be monitored and are critical to program success.

Despite these challenges there are no indications that the program is in any jeopardy at this time.  The program just successfully completed a DAB review on June 17, 2004.  However, there continue to be some concerns with Congressional funding, as represented by the recent House Armed Services Committee decision to reduce funding to the program pending the IRT report and the JSF program office response.  We anticipate a second DAB review in the fall of 2004.  This review will focus on the cost and schedule implications of the re-baseline effort, contractor performance to date on STOVL weight reduction, and the program’s response to the IRT report on the program.  Another critical milestone event will be the STOVL Critical Design Review, scheduled at the end of 2005.  This event will be a critical path event to continued program funding in 2006 and for production long lead funding.

Other program challenges include strengthening the contractor’s systems engineering process.  This process has been noted as a weakness in the past two award fee periods.  An added item of risk is the moving line concept for production.  This concept is new to the fighter aircraft industry and poses a significant risk.

What contract administration lessons have been learned from DCMA on JSF?

· Ensure proper planning for, and the resources to ramp up for program support upon contract award.  The principal CMO had to work strenuously to achieve appropriate manning to a quick paced program.

· Ensure proper communication immediately with the program office at all levels.  An MOA was signed quickly with the JPO at the highest levels, but detailed levels of customer expectations were slow in coming.  It was often difficult to articulate the customer’s expectations relative to our regulatory requirements.

· Ensure proper funding for specialized training.  The JSF CMO team articulated the need for specialized training in critical technologies, supply chain strategies, and production processes (i.e., moving line); however, this training was slow in being recognized for its importance.

· Re-evaluate implementation of military Program Integrator.  CCAS and the Operations tempo or OEF/OIF prevents adequate manning of this critical position.  We are now in the process of transitioning this position to a civilian slot to ensure consistent program support.

V-22

Where are we headed with procurement of the V-22 as far as timelines?

· Aircraft Delivery:  CY 04: 18 each on contract.  Seven of 18 delivered to date.

Procurement challenges: 

· Contractors eliminating parts shortages 

· Consistent quality of composite parts
· Compliant EVMS systems by both contractors
· Affordability: $58M by 2010; Current cost:  $74M
· Cycle time reduction – (Manufacture – Assembly – Flight Test) in 24 months by 2008.   Current cycle time is 36 months.

Future viability of the V-22 program 

· In LRIP moving towards Full Rate Production decision in 2005.
What contract administration lessons have been learned from DCMA on V-22?

· EVMS required senior executive level oversight.  Established EVMS Senior Executive Review Board (E- SERB) to oversee the existing Joint Surveillance Team (JST) to monitor contractor progress towards compliance.   Board members – PEO, PMs, NAVAIR, DASN (Air),  DCMA HQ , Bell Helicopter CEO/COO/CFO

· Parts shortages causing schedule delays and rising costs, necessitated the formation of an innovative Joint Manufacturing Surveillance Team (JMST) to ensure manufacturing system capability for full rate production.  Executive level oversight provided by a Manufacturing Senior Executive Review Board (M-SERB) consisting of – PEO, PM, DASN (Log), DCMA Headquarters and Commanders, Bell and Boeing Senior Executives.

· Joint Program Integration requires continuous communication and coordination between all JPO, DCMA, and Contractor team members.

· Coordination of payment issues and funding by both CMOs.

F/A-22 Raptor

What is the future viability of these programs (s)? 

The future of the F/A-22 is considered by DCMA to be very viable.  The Raptor continues to be the Air Forces number one priority.  The program is completing EMD, is currently in production and is anticipating Full Rate Production decision in December of this year after results from DIOT & E are available.  All significant technical issues are solved or greatly mitigated.  Avionics stability problems have been reduced to the point that we anticipate declaring victory on stability next month with the release of the next software update. Overall performance essentially works as advertised.

What are the current procurement challenge(s)?
A program of this magnitude always has a variety of the issues of the day.  Some of the current challenges include the cost/affordability of the jet, obtaining Full Rate Production Decision, accelerating the production rate, close out of EMD, avionics stability, supportability and continuing planned spiral development all offer challenges to the procurement community.

What Contract Administration lessons have been learned on these programs(s)?

The value of the SPI network to float issues up from the major subcontractors quickly, the need for predictive analysis, the importance of EVMS and independent estimates, the need to establish a strong PST team early in the program and the extremely high visibility and sensitivity of major programs.  Contract Administration should stay with the place of performance to the extent possible.  On the F/A-22 the contractor elected to relocate their contract office to their company headquarters away for the primary place of performance.  This splitting of the administration duties produces unnecessary communication and coordination issuers.
DD(X)

What is the future viability of these program(s)?  

The program is progressing extremely well, passing Preliminary Design Review in March 2004.  Critical Design Review is scheduled for July 2005. 

This is a major, complex program, with the unusual variable in that SUPSHIP Gulf Coast (Supervisor of Shipbuilding) is the ACO and DCMA is operating from a Letter of Delegation from SUPSHIP. DCMA’s lacks [DCMA] visibility of the prime contractor and associated subsidiaries (in terms of technical and cost performance) which makes predictions on a program level difficult.  The program is a planned spiral design to capture and implement the most recent technologies and as a result, is facing significant challenges.  However, progress to date is excellent.

What are the current procurement challenge(s)? 
All current procurement challenges are associated with the spiral design efforts and proof of new technologies.  The most significant issue is the unproven technology of the Integrated Power System (or Ship’s Main Engines) which may not be realized.  That would result in selecting an alternative propulsion system which is a major change.  In the near term, if a change is required and implemented, there is sufficient room in cost and schedule to incorporate this change without negative effects.

What Contract Administration lessons have been learned on these programs(s)?
The single CA lesson learned is that contract modifications are not being processed in a timely manner, which is negatively affecting cost and schedule.  DCMA recommended incorporating timely contract modifications into the award criteria for the contract phase.

DDG-51
What is the future viability of these program (s)?

The Aegis Weapon System project continues to be a well planned and executed effort.  Computer program development and equipment production efforts continue to track close to schedule baselines and under-run cost.  The CG47 class cruisers and DDG51 class destroyers are and will continue to be the backbone of the fleet for the next 30 years.  Cruiser modernization effort will add Advanced Processing and Open Architecture to the CG47 class adding dominance in its theater of operations.
What are the current procurement challenge(s)?

Integrating new baseline development efforts while dealing with Commercial off-the-Shelf (COTS) obsolescence and diminishing manufacturing sources are being aggressively managed and will need continual attention into the future.
What Contract Administration lessons have been learned on these programs(s)?
Large defense acquisition programs continuously evolve and present new challenges.  Highly professional and self motivated individuals working with others in harmonious teams are required to keep  pace with changes.  Training new personnel requires an enormous amount of time due to the complexity of the program.  Fewer human resources dictate we manage only the highest risk areas.
Airborne Laser (ABL)

Where are we headed with procurement of the ABL as far as timelines?

The current short term acquisition milestones include a dual path schedule for Low Power System Integration (LPSI), first flight of the Beam Control System, and System Integration Lab (SIL) Laser Integration (first light). Both of these activities are scheduled for early 1st quarter FY05. Lethal system demonstration (missile shoot down) is forecasted for no early than FY06. Another key activity is the second aircraft purchase, which has been deferred.  Additional spiral development blocks and test bed operations have been planned for future years understanding that the go forward plan is dependant on the performance of first light, first flight, and missile shoot down milestones.

Procurement challenges: 

The past challenges have been the development of new technologies and a supplier base to support them. The future challenges include continuing to mature new technologies while integrating these technologies into a viable weapon system. Other challenges are secure funding resources for upcoming acquisition phases, and maintain staffing stability with an overworked workforce while other programs are drawing away technical resources. 

Other possible challenges consist of unknowns such as environmental issues, testing, replacement of worn out parts, and other approvals.  Also a risk of proper surveillance at Edwards AFB - delegated to AFFTC combined with limited TDY money for DCMA and limited engineering support.

Future viability of the ABL program 

The successful proof of concept which includes first light, first flight, and system demonstration are the critical indicators for the future viability of the program. Specifically, the completion of first light and first flight milestones are being utilized by the Missile Defense Agency (MDA) to determine the future of the program.  If these milestones are achieved, program viability is excellent.

What contract administration lessons have been learned from DCMA on ABL?

This program was developed under the auspices of acquisition reform.  "Streamlined acquisition" with little documentation and plans to be delivered as well as configuration management and systems engineering as a low priority caused problems in phases where specific requirements must be met. Rapid prototyping in major acquisition programs where single items are developed my not be the best approach.  Better utilization of the DCMA resources and skills in early phases of system acquisition by the program office.  If the program started today, DCMA would be more proactive in establishing a customer relationship with the program office.  Parallel development of new technologies with system design was an issue. Changing requirements was an issue.  Unrealistic expectations, more so than in other programs also resulted in poor Earned Value performance.  The contractor teaming relationship has limited effectiveness and in some instances lacked accountability. This kind of arrangement tends to constrain the lead or prime contractor.

Space Tracking and Surveillance Systems (STSS)

Where are we headed with the procurement of STSS as far as timelines, procurement challenges, and the future viability of this program?

In the short term the area of most concern is the Space segment. Due to continued execution/performance and technical issues at the Raytheon subcontractor, delivery of the Payload for the two satellites to Northrop-Grumman for integration with the Spacecraft has been slipping. DCMA Raytheon expects other issues to arise as testing continues. DCMA Northrop Grumman has concerns that the erosion of program slack due to the Raytheon slippages could possibly impact the delivery schedule, especially since the complex integration of the Raytheon Payload with the Northrop Grumman Spacecraft has not yet begun and problems and issues are to be expected. The Procurement challenge is to deliver two satellites for a tandem launch, as this makes the 2nd satellite the critical path and complicates the integration process in terms of scheduling, test sets, etc. The tandem launch is added risk in that total mission failure (loss of both satellites) is possible if there are launch vehicle problems.  
What contract administration lessons have been learned by the DCMA on STSS?

STSS’s problems with Raytheon iterate the need for prime contractor control of subcontractors and early-on DCMA involvement in that process.

Terminal High-Altitude Area Defense (THAAD) and Miniature Kill Vehicle (MKV)

THAAD Timelines
The THAAD program is structured in three blocks:
· Block 04 – CY01-CY06 - five flight tests demonstrating missile capability and Exo and high Endo capabilities.  A successful completion of flight test in Block 04 will provide the opportunity to move program to low rate production phase

· Block 06 – CY03-CY08 - six flight tests demonstrating Exo and Endo capabilities

· Block 08 – CY05-CY10 - five flight tests demonstrating missile Exo and Endo capabilities

MKV Timelines
· Major milestones for the first task order on the contract are a Kill Vehicle (KV) Critical Design Review in the fourth quarter of FY04 and a System Design Review in the last half of the following year.  

MDA Procurement Challenges and Future Viability of the Programs (THAAD and MKV)
· Program funding - which program will have priority to maintain funding within authorized budgets

· Interoperability of Ballistic Missile Defense (BMD) programs in the Theatre of Operation

· Contingent on budget and meeting critical milestone objectives

Contract Administration Lessons Learned on THAAD:

· A solid teaming environment (Battle Rhythm concept) early in the program life cycle, including all THAAD stakeholders (DCMA, THAAD Program Office (TPO), the prime contractor, and subcontractors) is critical to solving potential problems prior to any major milestone/funding decision points.  This has resulted in a proactive, solution-oriented business environment, where issues are identified with real-time resolution.
· Active participation in the award fee process by prime contractor DCMA Commander and THAAD stakeholder participation in the Award Fee process to address the current program risk factors as determined by the Award Fee Board to focus contractor risk mitigation efforts to reduce program risk and to ensure overall mission success. 
· Utilization of an electronic data management system to provide all players real-time information of all aspects of the program, from basic contract modifications to IPT minutes to program matrices, which has been paramount to the Battle Rhythm initiative success.
Targets and Counter Measures (T/C)

Where are we headed with procurement of the T/C as far as timelines?

Timeliness, all program milestones to date have been achieved and were on schedule. 


a. CLIN 1 Spiral development is on schedule for the 18 month cycle.  The Functional Allocation Interface Definition (FAID) review was the latest milestone and it was performed on schedule. 


b. The CLIN 4 program challenge of 30 day cycle time from RFP to release of Delivery Orders (DOs) for the specific Target and Counter Measures (T/C) is being achieved for the initial first two DOs.  

T/C Procurement challenges: 

The procurement challenge of shortening the cycle time between fielding the T/Cs for other MDA programs is being met for the first Spiral development.  At present, existing data indicates the DOs will be fielded on time and within cost.  Additional Spirals are designed to bring commonality into the system and thus, further shorten the procurement cycle and cost.  The approach being taken by MDA, with strong upfront Systems Engineering, should mitigate risks associated with shortening cycle times.  Funding appears to be appropriate at this time with the program execution meeting cost objections.

Future viability of the T/C program: 

This program is viable, since, it provides the necessary Test Targets for the MDA intercept programs, i.e. GMD, ABL, SBL, Patriot etc.

What contract administration lessons have been learned from DCMA on T/C?

DCMA LM Denver admin office worked very closely with the MDA procurement office to give advice and help restructure the TARGETS contract to a Delivery Order type contract.  This restructure enabled the PCO to keep CLIN 0001 intact and funded on the basic contract and allowing the issuance of delivery orders from CLIN 0004 so that the funding structure aligned correctly with the government payment office's (DFAS) data system and in accordance with federal regulations.   This restructure was a benefit for all parties involved, securing a more efficient process in the long run in the procurement arena, the payment office, and in administering the TARGETS contract.
Use of DCMA's support team structure has allowed MDA to leverage their insight into the subcontractor program execution.  This will allow MDA to gain further insight without having to expend existing or future staff in these endeavors.

Aegis Ballistic Missile Defense - Standard Missile 3 (SM-3)
Where are we headed with the procurement of the SM-3 as far as timelines, procurement challenges and future viability of the program?

The program is currently in the System Development and Demonstration phase.  Raytheon Missile Systems (RMS) Tucson is currently producing the Initial Deployment Rounds (IDR's) to meet the February 05 flight test schedule.  RMS will produce a total of 11 IDR's.  If the February 05 flight test is successful, it is expected that some of the IDR's will be deployed top meet the Presidential Directive for an initial system deployment in 05.  At this point the contractor is on schedule to meet the February 05 flight test requirement.  As of this date, there are no significant procurement issues.  The letter contract issued by NAVSEA (N00024-03-C-6111) was definitized by the PCO on March 31, 2004.

What contract administration lessons have been learned from DCMA on SM-3?

The Program Office has requested that DCMA-RT develop of a more effective teaming arrangement between DCMA-RT, the Program Management Office (PD 452) and the on site Navy Technical Representatives. The current memorandum of Agreement (MOA) specifies the Aegis BMP Program Directors in plant Technical Representatives will provide on site program office representation, technical interface with the contractor and Government field activity resource focus.  The current MOA focuses on DCMA's responsibility for system level surveillance and SM-3 process and risk identification and assessment.  DCMA-RT SM-3 PST is working closely with the Navy Technical Representatives to update the existing MOA to reflect a greater emphasis on monitoring the contractor's processes to control their sub-tier suppliers quality of products and services being supplied to the Aegis BMD SM-3 Program.  At the request of the PMO, the DCMA SM-3 PST is working hard to form a better teaming arrangement with the on site Technical Representatives.  To that effect we have begun inviting and involving the Tech reps in our regular PST meetings.  Conversely the Tech reps have begun involving the DCMA SM-3 PST Team in significant meetings throughout the facility.  We are also working closely with the Tech Reps to establish a critical sub-tier supplier delegation matrix to provide the program office better insight and assurance that RMS is providing process monitoring of their critical suppliers.  In addition the DCMA-RT Enterprise Teams assets and resources will be utilized to provide the Program Office with insight to Quality process data across other RMS systems, which may impact the SM-3 program.   
Ground-Based Midcourse Defense System (GMD)

What is the future viability of these program (s)?
The future viability of the Ground-Based Midcourse Defense System (GMD) is good. The program does have schedule slippage; mainly on the Ground Based Interceptor (GBI) project.  Raytheon Missile Systems, Tucson is having Engineering problems with the Exoatmospheric Kill Vehicle (EKV) which is affecting the Booster Vehicles and Integrated Flight Test (IFT). Raytheon, Boeing and the GMD Program Office are working these issues. Many sensors are at various production levels at this time, testing, assembly, etc. Defects were found on the Aerojet propellant tanks.  Aerojet is building new tanks and using increased process surveillance. Four new tanks have completed the manufacturing process and are now ready for shipment.  A steady cost growth will continue.

Other projects within the GMD Program are going well, i.e. Site Activation

in Alaska, Vandenberg AFB, Beale AFB, Upgrade to Early Warning Radar

(UEWR)/Cobra Dane Upgrade (CDU), IFICS Data Terminal (IDT) Component,

      Launch Site Equipment (LSE): Silo, Interface Vault, Silo Closure Mechanism, 

      Missile Support Set, and the Sea Based X-Band Platform (SBX).

      Integrated Flight Test (IFT) 13C is scheduled to launch 31 July 04.

      Integrated Flight Test (IFT) 14 is scheduled to launch 15 September 04. 

      What are the current procurement challenge(s)?
Due to the mishaps of the solid rocket propellant mixing station at United Technologies Pratt & Whitney (P&W) Space Propulsion, Chemical Systems, San Jose, CA, P&W issued a Purchase Order to Aerojet Corporation in Gainesville, VA for propellant mixing and casting.  P&W is working to a Purchase Order issued by Lockheed Martin Denver who is working to a Purchase Order for Booster Vehicles from the Boeing Company. However; the Missile Defense Agency/Boeing terminated the ORBUS 1A Motor program as of 5/25/04. The program was terminated because of a decision at the MDA/Boeing level to redesign the motor to incorporate  a 1.3 propellant system in lieu of the current 1.1 system.

Orbital Science Corporation (OSC) in Phoenix AZ also manufactures the Booster Vehicle under contract to Boeing. OSC is using Alliant Techsystems (ATK) for Booster motors. Major subassembly completions continue to slip overall schedule.  Some progress is being made with the addition of second test shift and weekends to make up the schedule slippages. Orbital is beginning to experience schedule fluctuations  because of the number of rework efforts going on.  The unavailability of critical components (SIGI, Flight Computer) during the assembly process will cause the supplier’s production schedule to increase in activities resulting from extra efforts needed to complete rework.  Managing the rework efforts is a major concern at this time.  Current emphasis is to complete all vehicles (IDC 1-5) by the end of summer 2004.

What Contract Administration lessons have been learned on these programs(s)?
DCMA has Multifunctional Letters of Delegations in place at the Subcontractor’s and the DCMA Supporting Program Integrator issues a Weekly Report on each Subcontractor to the DCMA Program Integrator. 

As far as Contract Administration lessons, the Program Office, Boeing and Boeing’s Subcontractor’s have/are following the Prime Contract requirements.  The complexity of the coordination due to geographic areas has presented significant learning experiences.  Volume of oversight is significant.  Boeing systems have improved though diligent over sight by DCMA.  Boeing management have brought stability, the lowering of risk, and continuity to the GMD program through their endless efforts to improve the existing systems and controls.
The resources are improving to provide support to the diversity of the program requirements.

AEGIS
What is the future viability of these program (s)?

The current status from the latest PPR, the AEGIS program remains robust out through 2010.  As evidence of this, there will be six commissioning of AEGIS ships in the next six months, DDG91, 92,93,94,95, and 96. The AEGIS program will continue to have lots of activity until 2007 with US and FMS new ship construction.  As of the schedule right now, things may slow down a little after that, but it will continue to be busy until 2010, however, in light of the current world situation, things could change.

What are the current procurement challenge(s)?  

For the Government to get fair and reasonable prices for parts and services, DCMA will continue to monitor Raytheon to ensure they're adhering to procurement price breaks and continue to plan on buying larger quantities by combining material orders from more than one open order. They should continually strive to procure by using the economic order quantities formula.

Raytheon should have as many items as possible under one requisition, rather than one item per requisition.  Supply Chain Management has many one item for one requisition, this builds up the contract total cost.

Raytheon Enterprise Material Sourcing (REMS) DCMA and DCAA should be involved in REMS training.  This is where Raytheon leverages their suppliers and buying power.

DCMA needs to keep abreast of Supplier Managed Inventory - (this is where Raytheon vendor's come in to Raytheon's plants and fill up their bins for them).  Raytheon's material and handling cost should be going down because of this. 

What Contract Administration lessons have been learned on these programs(s)? 
· Once an action item has been stated, follow it through until closed. AEGIS lesson learned in contract closeout through Six-Sigma closeout Project.  It resulted in faster closeout of older contracts.


Contract Overview:
· Cost:  
· Kt #1 N00024-98C-5199: No cost issues. AEGIS PCO converted contract from FPI to FFP contract to eliminate share ratio in FPI. Requirements have been met. 

· Kt #2 N00024-00C-5137: No issues. Performance Based Payments complete.  ULO is now only at $390,832 dollars.

· Kt #3 N00024-02C5100: This is a $500 million dollar contract with a$241 million dollar ULO.  PBP (Performance Based Payments) issued as milestones continue to be achieved and verified. DCMA interfaces with contractor on a weekly basis for discussions and other functional members meet with both weekly and monthly to review business/funding status. 

· Schedule:  
· Kt. #1: No issues. All deliveries completed. The equipment is operational and at sea. 
· Kt. #2: No new issues. Major equipment is completed and shipped on schedule. Contractor plans to ship 3 wave guides per year; DDG 96 was shipped March 04, and DDG97 & 98 remain on track for Dec 04.  Schedule is DDG 99, 100 & 101 by Dec 05.  
· Kt #3: FY02: Major equipment shipped and/or on schedule. Production for DDG103 met May 04 scheduled date.  Timely receipt of good quality supplier parts is critical to achieve progress and meet schedules. 

· Program Assessment:  Potential impact to program being mitigated by continued contractor and DCMA teaming that conduct Supplier Assessments and certifications on High Risk Suppliers at their sites and verify corrective actions if required. Teams plan to visit a total of 30 critical suppliers overall.  24 have been scheduled for 2004 for risk assessment, and 16 of these have been completed.  DCMA continues to maintain close surveillance and coordinate with counterparts at vendor distant sites. 
· Performance:  
· Kt. #1: Upgraded AEGIS system (from SPY1-D to SPY1-D (V) equipment is installed on ships and is operational. Sea trials have been successful. 

· Kt. #2: Major equipment completed and/or still on schedule; delivered to Production Test Center for system integration. Reliability issues are being addressed and resolved to the customer’s satisfaction through IPTs and partnering efforts with DCMA, the customer and Crane, a Raytheon supplier.  These have addressed quality shortfalls to the satisfaction of NAV/ICP. 
· Program Assessment:  Contract mature with no immediate risks.  $390K in ULO remain.


· Kt. #3: FY04/05 production progressing and on-track. DCMA is still maintaining close surveillance in all areas, and working closely with the customer and contractor

· Program Assessment:  The SAR program has been very successful and improves quality, redundancy and partnering.

PAIC
5. Are we making real progress achieving jointness?  Is the acquisition community ahead of others?

The 5000 series documents stress that components must work collaboratively to develop joint integrated architectures and interoperability of systems.  OSD then provides oversight to these programs to ensure that the jointness continues through the development of the program. 

The effort to network systems together is dragging us together so that we can share data across Services.  Much of this effort is in the formative stages of a system’s architecture, so it is still forward looking, but we are making progress, primarily through the investment decisions we choose to make that will shape the architecture.  The change by the Joint Staff from a Service-oriented requirements process to the Joint Capabilities Integration and Development System (JCIDS) is resulting in more requirements that are “born Joint.”  The Acquisition community does not have mature concepts for the structure and management of joint programs, particularly when several of the Services’ legacy programs will converge into a single, joint program.  We have more work to do to develop strategies for the transition from multiple programs in different Services/Agencies to a single integrated program that is developed by one or more Services/Agencies and fielded by many of them.  The determination of who is responsible for budgeting, management, acquisition, and execution of joint programs are commonly referred to under the buzzword “Governance.” 

With respect to whether the acquisition community is ahead of others with respect to jointness, I would say 'No.'  Assuming that the other communities referred to are Requirements and Resources, both have to be working in tandem with the Acquisition community to achieve joint system capabilities.

Policy

6. Two years of Congress took away DOD’s waiver authority for TINA.  How has this impacted DOD’s ability to award contracts?

While section 817 of the FY 2003 National Defense Authorization Act did impose some additional requirements on DoD before waiving TINA a couple of years ago, it did not eliminate the authority to waive TINA.  In fact, there were   49 TINA waivers processed in FY 2003, in just the two categories addressed by the legislation.  Additionally, we have not heard of specific situations where a waiver would have been justified under the old rules but not under the new waiver rules.  So, from our perspective it does not appear that the new waiver rules adversely impacted our ability to award contracts. 

8. The Contingency Contracting Panel session surfaced a high level of interest concerning many issues ranging from structure, rank, resources, warranting…it is apparent that we need to get some of our dedicated “contingency thinkers” together in a separate forum to further cultivate their ideas and thoughts which came forward yesterday.  Highly recommend time be set aside for another conference opportunity.

The Joint Contingency Contracting Review Team (JCCRT) provides a standing forum for representatives from each service and agency providing contingency contracting support to identify current challenges and opportunities for improving the efficiency and effectiveness of support to operational forces. This team meets on a monthly basis to consider numerous contingency contracting issues.  Some areas for consideration include joint doctrine, other DoD and agency-level guidance and common equipment/processes promoting better interoperability.  The forum recommends Courses of Action (COAs) to their respective Acquisition Chiefs for their approval.  Recommend you contact the POC for this effort with any issues you wish to raise to the group’s attention.  POC is Randy Culbreth, NIPR: randy.culbreth@pentagon.af.mil, SIPR:  randy.culbreth@af.pentagon.smil.mil
12. What acquisition policies and/or support would you use to have to enable each of your organizations to be more efficient?  

With the size of the acquisition workforce decreasing significantly over the last 15 years, it is important that we properly use all the available acquisition tools to ensure the most efficient procurement operation.  This includes specific programs such as the purchase card and schedule programs, as well as electronic tools such as Standard Procurement System.  When using tools like the purchase card and schedule programs, it is vital that we use these tools appropriately as they were intended to be used rather than taking shortcuts that unnecessarily increase the risk of improper use.  With regard to electronic tools, contract writing and other systems such as the Past Performance Information Retrieval System offer tremendous potential to increase efficiency. 

15. Mr. Williams/Ms Lee:  FYI:  We have a draft document and briefing “Developing Tailored Supply Strategies:  One Approach Does Not Fit All.”  It is based on the review of the literature on supply strategy development.  It is the process to develop proactive supply strategies.

Thank you for the information.  Please provide a copy as soon as it is available. 

16. Ethics:  Recall the presentation I made at the last DAEC on DII…Defense Industry Initiatives on Business Ethics and Conduct.  DOD should do more to encourage DOD contractors to consider the DII as the ONLY industry organization (50 members) devoted to ethics and conduct.  The DII website is www.dii.org.  Let me know how the DII can help more on your focus on ethics.  Bill Swanson, Raytheon, is our DII Leader.  Dick Bednar/  202.624.2619.

The DoD is pleased to see that industry is taking such an active role in developing initiatives on business ethics and conduct.  Clearly ethical business practices and ethical conduct are the cornerstones upon which we are able to maintain the public’s trust.  The DII is an organization that DoD officials have worked with in the past and will continue to do so in the future.

17. Discussed a potential change to DFARS/AFARS/FAR to reflect a section for wartime procurements.  One area that we should consider is the reduction of procurement lead-times…Experience in Iraq using electronic means to publish solicitations/requirements to an international community on Iraqi funded procurements, show us that we could obtain on all of our procurements in a short timeframe.  Recent observations showed we could/did obtain as many as 65 proposals on a three (3) day solicitation period.  This is a significant number of proposals for a contracting officer in combat operations to review, prep for technical boards, receive recommendations, and award.  This was on a three (3) day solicitation.  Compare this to a US Gov’t appropriated funded commercial procurement.  FAR states a reasonable period of time.  Historically, it has been determined this has been 15 days.  We executed composite (synopsis/solicitation) procurement actions on 15 days timeline.  These actions brought as many as 155 proposals.  We still achieved full and open competition but almost tripled the workload of the contracting officer of a small contracting cell/organization working significant hours and increasing the potential of a mistake…

A proposed DFARS rule was published earlier this year addressing issues related to Contractor employees that support or accompany deployed forces.  Comments were submitted and are being considered in drafting the final rule.  With regard to using shorter solicitation periods, it seems reasonable to consider using the urgent and compelling exception to the Competition in Contracting Act and consider the amount of time to evaluate proposals in determining the solicitation period.  This is especially true if a sufficient number of offerors submitted proposals on recent similar procurements in relatively short solicitation periods as described in the question (65 proposals submitted with a 3 day solicitation period).   For example, if an award needs to be made within 30 days, and solicitation periods of 15 days on similar procurements have generated 155 proposals, which take 3 weeks to evaluate, then a shorter solicitation period is justified.  In such a situation a solicitation period of 5 days may be appropriate.  What should also be considered, is limiting the length of proposals to facilitate evaluation but still allow offerors sufficient opportunity to describe what is being proposed and to distinguish themselves.   

UID

7. Implementation of the UID initiative will take time – there are a number of tough issues including funding, systems changes, and more.  Given that the DFARS clause is mandatory now, how will PCOs keep business flowing during a phased-in implementation?

The Requiring Activity, working in partnership with the Procuring Contracting Officer, ultimately determines the applicability of the UID requirement, by applying the standards in the governing UID Policy.  The Procuring Contracting Officer (PCO) must include the DFARS Clause 252.211-7003, Item Identification and Valuation, in all solicitations and contracts that prescribe UID compliance.  The Department understands that situations may arise where small businesses or vendors of commercial products may not be capable of complying with the UID requirements within the cost constraints and/or time frames required for deliveries.  In an effort to keep business flowing, it has been recommended that in these instances, the DoD Requiring Activity be allowed to consider implementing a strategy of (1) coordinating and funding the furnishing of product UID data plates, labels or other marking media that meets MIL-STD-130L requirements, including durability, to the vendors for application on items prior to shipment, or (2) contracting with third parties to furnish and apply the UID markings after items are delivered from the vendors. This strategy would be implemented only if significant cost or schedule advantages would accrue to the Department.  This language is being incorporated in the FINAL DFARS case that is pending publication at the DAR Council. 
DAU

9. For DOD Procurement Leadership to be fully capable to perform in the new joint environment, we need leadership training that includes some sort of cross functional/cross department assignments.  Is this being addressed?

Yes.  This is being addressed in the draft regulations that will implement the FY04 National Defense Authorization Act revisions to the Defense Acquisition Workforce Improvement Act (DAWIA).  There will be a greater emphasis on career broadening, to include rotational assignments.
20. My suggestion stemmed from Ms. Lee's conference discussion of an "Interagency Contract Directory".  To make that initiative truly successful, I believe it is important for each service to be able to successfully contact their acquisition counterparts in the other services.  For example, should someone in Navy locate an AF contract in the ICD they want to use, more than likely the points of contact phone numbers or e-mail addresses listed in the contract will be out of date.  To have an up-to-date DoD Acquisition "White Pages" available to locate current POC information for other Acquisition Professionals would be a HUGE step in the right direction in improving communication within our ever-shrinking community.
DoD Contracting “White Pages” --- Lisa Romney (OPR within DPAP) was contacted and she indicated that there is not a DPAP White Pages initiative.  

All

19a.  What is the purpose of this conference?  There has never been an action item list created and there is never any follow-through.  Why do this if we aren’t going to follow-through or create ideas for better ways to do business?  Six hundred people should create superlative ideas and an action plan/list for performance improvement from a conference such as this.  Perhaps more ideas could have been generated from the floor if more time had been reserved by the panels for questions.
This year’s DOD procurement conference indeed was more of an educational conference as we were trying to provide participants the latest information on transformational issues.  We invited a cadre of senior leaders from government and a wide spectrum of industry (all categories of small and large businesses involved in a cross section of business sectors) to hear nationally recognized leaders in their field discuss issues of critical importance to the procurement community. Topics were chosen based upon recommendations from the conference working group, senior government and industry suggestions.

This year we have a post - conference website for presentations, notes and action items which we will track and provide answers.  Please see www.acq.osd.mil/dpap and click on “Procurement Conference Latest News.”   For future conferences, we are planning to include time in the agenda for questions and to summarize / review action items.
We do attempt to strike a balance between communicating what is important from the perspective of senior leadership and making the conference a Working Group.  We have many other venues to accomplish change on behalf of the Department and the procurement community.  The DAR process, working groups in DPAP Policy, The System Commander Conferences and the Defense Acquisition Excellence Council are but a few examples.  We seem to be in the “send” mode because there is so much new information to provide.  Also, in the past we have had feedback from attendees that at such a large forum as this, it may be inappropriate for attendees to voice concerns that may, in fact, be putting their senior leadership on report.  Again, we try to strike a balance with the panels and presentations we put on the agenda and gain from the suggestions and questions raised at each of those, respectively. 

19b. In your Introductory Remarks, you described the six (6) things we need to do to improve procurement, meet goals, to regain our public image.  You did not describe what you are doing or what you have done to improve procurement, meet goals, re-gain public image, transform statutes, improve technology, etc.  What have you accomplished of added value and what do you plan to accomplish to help us in our transformation efforts?
In my opening remarks, I was referring to everyone including my staff and most importantly myself.  I firmly believe that I and my staff must not only “talk the talk,” but also “walk the walk” as well so I am glad that you have asked be to back up my “talk.” The conference itself was a showplace for many of the efforts Defense Procurement and Acquisition Policy (DPAP) is undertaking.  You heard about many of the efforts we are leading such as Strategic Sourcing, transformation of the FAR/DFAR rulemaking process and PG&I, governance of our current and vision for our future automated acquisition systems, acquisition workforce transformation, to name a few.  We are an organization committed to improving the acquisition process.  

We in DPAP also work and meet extensively with the Congress to enact legislation to improve the process and also to prevent unnecessary legislative restrictions from being enacted.  At this point it appears the FY 05 Authorization Act will contain several provisions that we in fact proposed (keep your fingers crossed).  To specifically name something we have worked especially hard with the Hill would be the House’s proposed section 803 on use of non-DoD contracts.  We are in the final stages of implementing needed policy to bring better control to their use and ensure they are used properly.  Our interactions with the Congress, the GAO & IG, and the media are not only about explaining our acquisition policies and processes throughout the DoD, but also help toward establishing a trust with them and the public.  
I hope I have demonstrated that we are in this together.  The following are more in-depth answers.

DAU is providing support for improving the procurement process by: 

a. Providing the workforce with almost near real-time access to changes that affect their job through its Rapid Deployment Training (RDT) initiative. As an example, within a few days of a major change in business operations – over 12,000 employees via over 200 RDT separate events received 68,000 hours of rapid deployment training in 2003. 
b. Maintaining an aggressive pace of curricula modernization across critical career fields targeting Contracting, Logistics, and Systems Engineering (creatingCON10/111/112; CON 353; Re-engineering LOG 201.  
c. Emphasizing best commercial business practices in our procurement curricula.
d. Building more effective pricing training into our courses so that our learners can more critically perform effective price reasonableness assessments, thus helping to minimize cases of unreasonable pricing that receive negative publicity.
e. Incorporating Capabilities Based Acquisition principles throughout DAU’s curricula).
f. Developing new and updated continuous learning modules to help the DoD procurement community stay current with all that is changing in federal procurement. The learning modules are online and available 24/7.
g. Standing up the Acquisition Community Connection (the collaborative arm of DAU’s knowledge sharing system) with impressive results:  6000 registered users, covering 6 career fields, 9 special interest areas, 75 targeted workspaces, and 86 DAU course communities. Astoundingly, this equates to over 870,000 hours of new learning assets provided to our employees.

In the area of “improving technology”, we have developed / are developing and improved / are improving several procurement and procurement-related systems that provide value in either streamlining the acquisition process or improving the data within the process.  Some examples include:  

 

a. Wage Determinations On-Line (WDOL) – this system, used Federal-wide, will eliminate the longstanding paper process of requesting wage determinations from the Dept of Labor using the Standard Form 98 (which could take months) by an electronic retrieval of wage determinations accomplished with one Internet session; WDOL is in production today and available for use, the FAR is being updated to reflect this process; 

b. the On-line Representations and Certifications Application (ORCA) – this system, to be used Federal-wide, replaces many of the provisions placed in Section K of every solicitation with a centralized on-line application where vendors can provide that information once and update it as necessary and contracting officers can review the information provided; ORCA is in production today and available for use, the FAR is being updated to reflect this process; 

c. Wide Area WorkFlow (WAWF) – this system, used DoD-wide, provides an electronic means for the vendor to provide his invoice, the receiver to accept delivery, and the payment officer to process the payment to the vendor; recent improvements allow deployment of WAWF into operational contracting communities; and

d. Federal Procurement Data System – Next Generation (FPDS-NG) – this system, used Federal-wide, is the web-based system by which contract actions are reported for the Federal Government; its use will replace the creation and submission of DD350s/DD1057s by interfacing directly with contract writing systems so that the contracting officer / buyer only needs to complete a few data elements on-line when they make the contract award; DoD is in process of migrating all its contract writing systems to this process, to be complete in FY05; and 

e. Standard Procurement System (SPS) – this procurement system, used DoD-wide, has version 4.2.3 in development; this version, to be delivered in FY06, makes SPS a web-based system, changing the look and feel of the software and dramatically reducing the infrastructure necessary to maintain it; it also will include several functional requirements that will allow it to be deployed in various new procurement communities such as those offices that procure weapon systems and act as inventory control points.

DARS/Policy

3. A common theme this week has focused on being a business person first, then resort to the FAR.  The FAR currently allows PCOs to have direction in decision making.  What is being done to allow PCOs to have confidence they are not going to be continuously second guessed by oversight groups?  The threat of oversight dampens PCOs willingness to make decisions.

Creativity and innovation are essential components of a successful business advisor.  The leadership in the Department of Defense expects the acquisition community to seek opportunities to be creative in meeting the warfighter’s mission.  They also expect that we will use thoughtful analysis and sound judgment and not rely on checklists in regulations as the basis for making decisions.  In many cases, contracting officers are given discretionary decision-making authority to enable  good business decisions.  Senior leaders should encourage and support those who take thoughtful risks within the limits of their authority.  

Flexibility, however, doesn't eliminate accountability, so oversight is a necessary and important part of the government acquisition system.  It fosters public trust.  The business of supporting the warfighter is demanding and requires innovation to meet the demands, but it is also a business that requires transparency with the public, the Congress and our own Department.  It is our responsibility to ensure the decisions we make as contracting officers, program managers and acquisition officials are based on sound judgment, facts and analysis and are documented. Following these guidelines will not eliminate scrutiny but should help to alleviate any fear of oversight.  To understand where some of the obstacles lie when supporting urgent requirements, the Acting Under Secretary of Defense for Acquisition, Technology and Logistics requested the Secretaries of the Military Departments identify causes for delay in meeting urgent requirements (see July 8, 2004 memo). We hope that this dialogue will highlight areas we can focus on to better meet our customers expectations.
DARS/Policy/DAU

4. One of the transformation initiatives of Mr. Wynne is to direct our workforce to focus on high and moderate risk programs and contracting actions.  His solution for this is his Wynne Business Rules.  How are the services and DLA assuring their compliance with the rules and the impending final DFARS Final Rule?
We published DFARS changes on June 8, 2004 to change how DoD performs production surveillance.  Specifically, the changes eliminate requirements for a contract administration office to perform production surveillance on contractors that have only Criticality Designator C (low-urgency) contracts, and for monitoring of progress on any Criticality Designator C contract, unless production surveillance or contracting monitoring is specifically requested by the contracting officer.  The change will permit proper allocation of contract administration resources to critical and high-risk contracts. We are also finalizing changes to eliminate Government source inspection requirements for contracts or delivery orders valued below $250,000, unless (1) mandated by DoD regulation, (2) required by a memorandum of agreement between the acquiring department or agency and the contract administration agency, or (3) the contracting officer determines that Government source inspection is needed, based on the technical nature and criticality of the product being acquired. The objective is to focus diminishing contract management resources on high-risk areas, while providing flexibility for exceptions where needed. 

  

The Services (except Army), DLA and DCMA have each issued direction to field level components in anticipation of the pending changes on Government Source inspections.  The implementing procedures focus on identifying critical items and appropriate inspection criteria, reviewing contract actions for compliance with the new requirements and monitoring contracts that require inspection at source to track and report on trends and take corrective actions.  The DFARS changes in both cases give the contracting officer flexibility to require production surveillance and source inspection when determined necessary based on the specific acquisition situation.  However, it is important that such decisions be made based on an affirmative review of the circumstances and a determination that the additional requirements are needed to protect the Government's interests.
A summary of the actions taken by the services and DLA is provided below:

Air Force
The Air Force issued an Implementation Plan on February 27, 2004, addressing five points. 

· A policy memorandum was issued on November 19, 2003, mandating immediate action to reduce source inspection on contracts valued less than $250,000.  

· Air Force Material Command (AFMC) will review Flight Safety Critical Parts to see if they meet the definition of Critical Safety Items to promote compliance with new business rules.

·  AFMC will revise relevant guidance to align quality assurance directives with the new business rules.

· Air Force will investigate specific instances of unnecessary Government Source Inspection as identified by DCMA and take corrective action where appropriate.

· Air Force will use the DCMA e-tool to measure progress in implementing the new business rules.  Trend analysis will be conducted every six months.

Navy
Navy Implementation Plan was issued on March 18, 2004.    It consisted of seven elements.

· Mr. Wynne’s memorandum of December 22, 2003, was disseminated to all contracting activities.

· Navy Inventory Control Points will work with hardware systems commands to ensure proper coding of critical items.

· Contracting activities will cite critical items on contracts and provide critical characteristics to DCMA.

· Compliance with new business rules will be assessed in Performance Management Assessments.

· Specific instances of unnecessary Government Source Inspections will be investigated and corrective action taken when needed.

· Work with DCMA to measure and monitor progress in compliance with new business rules.

· Establish a working group with DCMA to address issues associated with business rule changes.

Army

The Army has not yet issued an Implementation Plan regarding the new business rules.
DLA
DLA has taken several steps in complying with the new business rules.

· A policy memorandum for field level Technical and Quality personnel was issued on January 30, 2004, providing information on the new policy and the basis for it.  The memo also rescinded policy that had mandated Government Source Inspection on contracts for critical application items being procured as surplus material.

· A Procurement Letter was issued on March 31, 2004, providing guidance on the new business rules to procurement personnel.

· To facilitate the new business rules, a Class Deviation was issued granting two year authority to use Fast Payment Procedures for Direct Vendor Delivery Awards not exceeding $100,000, provided the conditions listed in FAR 13.402 apply.  The current FAR limit for Fast Pay is $25,000.

· DLA will work with DCMA to develop a Performance Based Agreement on handling problem situations related to the new business rules.

· DLA will work with DCMA, DFAS and OSD to implement Wide Area Work Flow.
