




AGENDA
For the

5th Defense Acquisition Excellence Council (DAEC)
Meeting

July 1, 2003, 4 – 5:30 PM, Pentagon, 1E801 #7

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



(5 minutes)

4:05 –  Component Acquisition Initiatives


Dr. Marv Sambur (Air Force, SAE)



(5 minutes)










(& 10 minutes discussion)



RADM Bob Cowley for Mr. John Young (Navy, SAE)

(5 minutes)










(& 10 minutes discussion)

4:35 – Introductory Remarks about H.R. 1588 –  (Mr. Mike Wynne)


Buy American Act Industry Concerns –  (Mr. Jon Etherton)

(10 minutes)




(Aerospace Industries Association)
(& 10 minutes discussion)
4:55 –  A-76 Industry Perspective  –  (Mr. Mark Wagner)


(10 minutes)



(Johnson Controls)



(& 10 minutes discussion)
5:15 –  Updates – DFARS Transformation –  (Ms. Angelena Moy, DPAP)
(3 minutes)



       UID/Barcoding – (Ms. LeAntha Sumpter, DPAP)

(3 minutes)



       Efficiency Savings –  (Mr. Domenic Cipicchio, DPAP)

(See notes)


       Use of Technology Incentive & Cost


       Efficiency Profit Factors –  (Mr. Domenic Cipicchio, DPAP)
(See notes)
5:20 –  DAEC General Discussion –  (Mr. Wynne)



(10 minutes)

5:30 –  Closing Remarks/Next Meeting Planning –  (Mr. Wynne)

5:30 –  Adjourn

Notes
From
The Defense Acquisition Excellence Council (DAEC)

July 1, 2003, 4 – 5:30 PM

Pentagon, 1E801 #7
Department of Defense Attendees:

Honorable Claude Bolton (SAE, Army)

RADM Bob Cowley for Honorable John Young (SAE, Navy)

Honorable Marvin Sambur (SAE, Air Force)

Ms. Deidre Lee (DPAP)

Mr. Bob Schmitt for BG Harrington (DCMA)

CAPT John Qua for Ms. Scottie Knott (Senior Acquisition Executive, DLA)

Mr. Frank Ramos (Dir, DoD Small Business)

Mr. Bob DiMucchi for Mr. Bill Reed (Dir, DCAA)
Mr. Allen Beckett (Dep Dir, L&MR)

Industry Attendees:

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

Mr. Terry Marlowe for Honorable John Douglass (President and CEO, Aerospace 
      Industries Association) 

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

Mr. Mark Wagner for Mr. Gary Engebretson (President, Contract Services
     Association)

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

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

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

      Association)

Mr. John Young (VP Contracts and Pricing, Northrop Grumman) 

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

Ms. Eleanor Spector (VP Contracts, Lockheed Martin) 

Ms. Linda Tran (Administrative Officer, Council of Defense and Space Industry 
      Associations) 

Mr. Brian Hardy for Ms. Mary Ann Mitchell (President and CEO of Computer 
      Consulting Operations Specialists Inc., representing Industry Small Business 
       Interests)

Mr. Frank Losey (representing American Shipbuilding Association)
Mr. Primus Ridgeway (VP Enterprise Product Assurance, Rockwell Collins)

Mr. Bob Spreng (Executive Director, Integrated Dual-Use Commercial Companies)

Revision: 07.10.03

Read Ahead

For the 
5th Defense Acquisition Excellence Council (DAEC)

July 1, 2003, 4 – 5:30 PM, Pentagon, 1E801 #7
General Action Items:

Provide agenda topics for discussion to Craig Curtis at craig.curtis@osd.mil or (703) 614-6719.  Electronic submission is acceptable and preferred.  Postal service delivery to the Pentagon is still very slow.

New Topics:
1.  Service Acquisition Initiatives 


Dr. Marv Sambur (Air Force Acquisition Executive)
Air Force is looking at improving acquisition practices to include four main areas.  Agile acquisition implementation will incorporate a more collaborative requirements process, a seamless verification process and a focused technology process.  The Air Force will seek to incentivize contractors for better systems engineering through more robust systems engineering, incorporating systems engineering performance incentives and by including the status of key systems engineering processes/practices during all future program reviews.  Use of award fees will be reexamined with the intent of incentivizing key program objectives.  Discussion later in the meeting addressed that cost type development contracts competitively awarded are typically subject to lower profits rates than other contractual vehicles.  Under competitions, offerors may tend to be optimistic with the hopes of securing the prospective business.  We are seeking more reliance upon performing to government independent cost estimates.  The point was made that one can consider the contractor deserves 100% of the planned award fee and that award of less than 100% of the award fee can be seen as a failure on the part of the contractor and the government.  Government must clearly communicate the award fee plan and the contractor must perform and deliver to it.  See the attached briefing.

RADM Bob Cowley for Mr. John Young (Navy Acquisition Executive)
The Navy is spending increasing percentages of its total budget on services.  Non-product related service spending is approximately $1.1B annually.  As such, increased scrutiny is being focused upon services spending.  The Navy commissioned a study to identify target opportunities for savings.  Recommendations included consolidating requirements, conducting a Navy spend analysis and establishing efficient business rules.  The Navy established a senior level IPT to conduct the spend analysis and made recommendations with respect to national and regional concepts of operations for strategic services acquisition.  Next steps include establishing pilots, exploring the possibility of vendor management through industry 3rd parties and conducting business intelligence.  See the attached briefing for more information.
2.  Buy American Act Industry Concerns (Mr. Jon Etherton, Aerospace Industries 

Association)

Changes proposed by the House will significantly impact DoD acquisition and our international trading relationships.  The consequences could have far ranging impacts upon the U.S. and global economy.  Prime and subcontractors would be subject to the new legislation.  Access to commercial and foreign technologies could be hindered or eliminated.  Existing arrangements may be prohibited by the new language to include:  Titanium in foreign subsystems (Section 822); Requirement for U.S. source for critical components (Section 813); Buy America Act waivers based on TAA (Section 828); and U.S. machine tool requirements (Section 826).  U.S. foreign policy could be encumbered resulting in significant delays and cost increases on existing programs.  DoD transformation and interoperability efforts could be put in jeopardy resulting in fewer systems with less technology for the warfighter.  The new language would hurt the viability of the private sector Defense industrial base.  See the attached briefing, the handouts provided by GEIA and the items promised by GEIA for distribution as discussed during the meeting.
3.  A-76 Industry Perspective  (Mr. Mark Wagner, Johnson Controls)

New A-76 provisions will significantly change the way DoD and the Defense Industrial base do business.  The new provisions address longstanding concerns about A-76 including the old process took too long and was too expensive for industry to pursue.  The playing field was not really level.  There was no “most efficient organization” accountability.  The new provisions have 12-18 month time limits, depending upon the size of the organization being competed.  All parties are to compete under the same set of FAR-based rules.  The “most efficient organization” now has performance metric requirements.  With the new provisions, questions remain.  Will new streamlined provisions for organizations with less than 65 FTEs be different that the old rules?  Typically 98% of streamlined competitions remained in-house.  The “most efficient organization” will be eligible for an additional 3 years of performance without having to recompete while contractors will have to recompete.  Workload data from the government will be key to enabling robust A-76 competitions.  Without this data, competition will suffer.  The FAR will govern the new A-76 actions.  Oversight, accountability and associated reporting metrics should be the same for all A-76 activities.  The “most efficient organization” as well as industry should have the same accountability and reporting requirements under the new rules to ensure a level playing field including after contract award.  See the attached briefing.  
Updates:

1.  DFARS Transformation (Ms. Angelena Moy, DPAP) 

Director, DPAP established a DFARS Transformation Task Force to identify value-based improvements and reductions to the DFARS policies, procedures and processes.  The task force had 75 days to develop high-value regulatory and legislative proposals.  The objective is to reduce the regulatory burden by 40 to 60 percent and cut the regulation process in half.  Mr. Ron Poussard, Deputy Director for the Defense Acquisition Regulation Directorate, lead the task force which has top-notch people from the Services and Defense agencies assigned full time.  The Defense agencies were asked to establish concurrent efforts to initiate dramatic improvements to the procurement process, reduce costs and administrative burdens, and foster the generation of creative and innovative ideas as well as interact with the task force.  The first phase of the DFARS Transformation kicked off in November 2002 and looked the DFARS to determine what could be eliminated at low, medium and high risk.  20% was identified as high risk (statutorily driven).  The second phase started in February 2003, with the goal of dramatically changing the purpose and content of the DFARS and the processes the Department uses to generate, communicate and maintain the regulation.  The third phase began in May 2003 with the goal of engaging government and industry as part of the regulation change process.  An Industry Day, hosted by NCMA, is planned for the Los Angeles Airport Marriott on Wednesday July 16, 2003 from 12:30PM – 5:00PM.  Mr. Ron Poussard will provide information on the efforts and results of the DFARS Transformation Task Force, offer proposal summaries and priorities, and outline plans to publish changes for public comment.  This will be a great opportunity for open dialogue with the transformation team.  A listing of the significant proposed changes will be hosted on the DFARS transformation website.  The website is available at www.acq.osd.mil/dp/dars/transf.htm .  Besides providing information on the DFARS transformation, it also allows government and industry individuals and activities to submit ideas and proposals.  In addition to the significant proposals, more than 700 recommended DFARS changes are being reviewed.  DFARS changes will be grouped and referred to the DAR Council for assignment to appropriate DAR Council Committees to kick off the rule-making process.  See the attached handouts (which are also available on the website).  
Action:  Industry plan to participate in the Industry Day scheduled July 16, 2003.
2.  Unique Identification (UID) of Tangible Items (Ms. LeAntha Sumpter, DPAP)
Uniquely identified tangible items will facilitate item tracking in DoD business systems and provide reliable and accurate data for management, financial, accountability and asset management purposes.  Monthly UID meetings have continued to take place in an effort to finalize the policy to be released in July 2003.  Efforts have been concentrated in the areas of policy, standards, implementation and the development of DFARS language.  A public hearing on the DFARS cases was held 28 May 2003.  Other ongoing activities include the development of potential pilot/demonstration programs, a communication plan and the focus on information management system infrastructure issues.  This initiative has senior Department and Hill support and will improve support to the warfighter and fits with other Department improvement initiatives.  The new UID website which contains a variety of UID background materials and previous UID policy memos can be found at www.acq.osd.mil/uid .   See the attached briefing and draft UID memo.
Action:  All: 1) Promote the UID Pledge of Support. 2) Support the ISO amendment process. 3) Support the development and execution of a legacy asset strategy. 4) Review the new draft UID memorandum “Policy for Unique Identification (UID) of Tangible Items – New Equipment, Major Modifications, and Reprocurements of Equipment and Spares” and provide comments to Mr. Robert Leibrandt at (703) 695-1099 or by email at robert.leibrandt@osd.mil by COB July 18, 2003.
3.  Efficiency Savings (Mr. Domenic Cipicchio, DPAP)

The efficiency sharing proposal addresses how the Government and industry can share savings resulting from contractor-implemented efficiencies.  Based on a November 2000 study of the health and competitiveness of the U.S. Defense Industry, the Defense Science Board (DSB) recommended DoD incentivize contractors to take aggressive rationalization actions through shared savings initiatives.  There have also been a number of studies in core Defense sectors that indicate significant underutilized capacity.

Based on the DSB recommendation and the results of these studies, the Department is attempting to implement a policy to encourage contractors to undertake aggressive cost reduction programs at business segments that contain a large proportion of DoD cost-based noncompetitive contracts.  In October 2002, DoD submitted a proposed rule to OMB for clearance.  The proposed rule would permit DoD to share efficiency savings with contractors in an effective, efficient manner, while still ensuring that the Department’s interests are adequately protected.  However, the rule has been held up due to OMB concerns which include:
1. The rule could result in DoD paying contractors for actions they would have taken if there was no rule.

2. The rule could be perceived as “payoffs for layoffs.”  Most, if not all, efficiency actions will involve a reduction in personnel.  Since DoD will be paying contractors to take these actions, OMB is concerned that Congress and taxpayers will assert that DoD is paying contractors to aggressively pursue employee layoffs, i.e., “payoffs for layoffs”. 

DPAP is continuing to work with OMB to try and resolve their concerns with the proposed rule.
Action:  DPAP work with Mr. Jon Etherton to obtain a copy of the 1998 testimony dealing with contractor restructuring.  Many of the same solutions and rationale apply to efficiency savings.  
4.  Use of Technology Incentive & Cost Efficiency Profit Factors (Mr. Domenic Cipicchio, DPAP)
Since the revision of the weighted guidelines and despite new DFARS language, general feedback has been that many buying activities are not implementing the new guidance and are not allowing potentially higher rates of profit for companies that apply new technology or cost efficiencies.  The Services are aware of the new policy and are promoting its application.  In the DPAP memorandum April 2, 2003 letter “Follow-up on Report No. GAO-01-801, ‘Contract Management:  DoD’s Profit Policy Provision to Stimulate Innovation Needs Clarification,’ July 26, 2001” which responds to GAO letter of March 13, 2003, with the same subject, DPAP cites several initiatives to communicate and promote the changes to the DoD acquisition workforce.  A new continuous learning module specifically designed to bring our contracting professionals up to date is now available under the Defense Acquisition University continuous learning center website at http://clc.dau.mil .  It is entitled “Profit Policy Revisions.”  Additionally, DPAP staff recently revised the Contract Pricing Reference Guides, available on the DPAP website, to address profit policy revisions, including the use of the technology incentive factor.  The Guides may be accessed at www.acq.osd.mil/dpap/guidebooks/index.htm .  Information from the profit database is being collected but admittedly, it is too early to assess the degree to which our contracting activities are embracing the new profit incentives.  DPAP expects the use of these new factors to increase with time and the new training that is available.  As is being done with the new DoD 5000, DPAP and DAU are employing rapid deployment techniques for the new Profit Factors to quickly train impacted/interested personnel and to speed implementation.  Streamed videos, guidebooks, residence courses and e-learning are some of the tools that may be used as part of rapid deployment tactics.  DPAP will continue to follow up on this important incentive.  
Of Note:
New Website  By popular demand, DPAP has a new DAEC website which can be reached by surfing to www.acq.osd.mil/dpap and clicking on “Industry Forums” and then “Defense Acquisition Excellence Council.”  The site has notes for each of the meetings.  Planned is a DAEC Topic Pool of proposed and presented issues.
Next Meeting:
As a topic for discussion, Mr. Mike Wynne requested that DCMA plan to present new business rules for post award management of contracts and reallocating oversight to programs with the most risk.
October 7, 2003, 4:00PM – 5:30PM in 1E801 #7
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