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Name
Scott Gring
Kim Herrington
Beau Willis
Edward Silvia
John Kanicsar
Blake Crenshaw
David Bates
Deborah Duffy
Dave Pantano
Melissa Slaughter
Dave Roberts
Karen Frisk
Cynde Christle
Ruth Fleming
Deb Matthews*
Sabrina Davis
Jim Ashton
Gordon Kranz*
In Attendance Today

Company
Lockheed Martin
Bell Helicopter
US Navy
Raytheon
Orbital
Raytheon
PWC
Pratt & Whitney
Lockheed Martin
Delta Resources
Accenture
Pratt & Whitney
General Dynamics
Rockwell Collins
General Dynamics
General Dynamics
General Dynamics
PARCA

Name
Marty Doucette
Kathy Pelletier
David Johnson
Brian Bartlett
Phil Norris
Joseph Runkel
Lisa Ramos*
Danny Squires*
Scott Gaul*

SO T TS

company
EVM Services
BAE Systems
Marinette Marine
Marinette Marine
Austal USA
Austal USA
Lockheed Martin
L-3Com
NRI

* First Time Attendees — Interested in Continuing

More than 20

Members — Greater

than 10 consistently
involved members




Highlights NDIA

Production / Manufacturing / Naval Construction Earned Value Working Group

v EVM in a Production Environment Whitepaper Released October 2011
v Follow-on Brainstorming January 2012
v Phase Il Scope Proposed March 2012
v’ Phase Il Scope Defined and Approved by Working Group March 2012
v Phase Il Effort Initiated April 2012
v Working Group Facilitator Transition May 2012
v Phase Il Working Group Sessions June 2012 —June 2013
v’ Call for Authors for Draft Appendix to Prod EV Whitepaper June 2013

Meetings Conducted Every Month Since May 2012

Average of 7 Working Group Members per Session
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Earned Value Management

using the DCMA Cross Reference Checklist as a Guide —
Summarized Results

National Defense
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1. Organization

- Define the authorized work elements for program. A work breakdown structure (WBS),
tailored for effective internal management control, is commonly used in this process.

2. Planning, Scheduling, & Budgeting

Guideline 6 - Schedule the authorized work in a manner which describes the sequence of work and
identifies significant task interdependencies requires to meet the requirements of the program.
Guideline 10 - To the extent it is practical to identify the authorized work in discrete work packages,
establish budgets for this work in terms of dollars, hours, or other measurable units. Where the entire
control account is not subdivided into work packages, identify the far term effort in larger planning
packages for budget and scheduling purposes.

3. Accounting Considerations

- For EVMS, the material accounting system will provide for: (1) Accurate cost accumulation
and assignment of costs to control accounts in a manner consistent with the budgets using recognized,
acceptable, costing techniques. (2) Cost performance measurement at the point in time most suitable for
the category of material involved, but no earlier than the time of progress payments or actual receipt of
material. (3) Full accountability of all material purchased for the program including the residual inventory.

4. Analysis and Managerial Reports

- At least on a monthly basis, generate the following information at the control account and
other levels as necessary for management control using actual cost data from, or reconcilable with, the
accounting system: (1) Comparison of the amount of planned budget and the amount of budget earned for
work accomplished. This comparison provides the schedule variance. (2) Comparison of the amount of the
work budget earned the actual (applied where appropriate) direct costs for the same work. This
comparison provides the cost variance.

Guideline 23 - Identify, at least monthly, the significant differences between both planned and actual
schedule performance and planned and actual cost performance, and provide the reasons for the variances
in the detail needed by program management.



Earned Value Management Amplifying GUidance

Shipbuilding Earned Value Management “D
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THE ASSISTANT SECRETARY OF THE NAVY
(Research, Development and Acquisition)
vy Pentagon
Washington, DC 20350-1000

DEFENSE CONTRACT MANAGEMENT AGENCY
3901 A Avenue, Buildi o0
Fort Lee. VA 23801-1809

MEMORANDUM FOR DISTRIBUTION
SUBJECT: Shipbuilding Earned Value Management Amplifying Guidance

Recent EVM system reviews have highlighted differing interpretations and
application of the ANSI-748 guidelines between the Defense Contract Management
zency (DCMA) and the NAVSEA Supervisor of Shipbuilding, Conversion, and Repair
SHIP). Differing interpretations can cause confusion for contractors and lead to
inefficiencies. The DON affirms that the Eamed Value Management (EVM) guidelines
apply to shipbuilding programs, but the application of these guidelines is different than
most other industries and requires. therefore, amplifying guidance regarding application
This memorandum provides amplifving guidance to ANSI-748 guidelines in a manner
acceptable to both DCMA and the DON.

DCMA acts on behalf of the Department of Defense to validate contractor EVM
system compliance requirements in accordance with the Guidelines required by the
ANSI-748 standard. Within the Department of the Navy (DON), the DASN
( agement and Budget) Center for Eamed Value Management (CEVM) drafis EVM
policy and provides EVM oversight and independent analysis; NAVSEA 05C sets EVM
processes for their Command; and SUPSHIP conducts surveillance and monitors
shipbuilders’ EVM systems to ensure they remain compliant with ANSI-748.

A team of EVM experts from DCMA, NAVSEA 05C, and the CEVM have met
and coordinated language with shipbuilding stakeholders and leadership to establish a
common methodology toass - L ouidelines that have been most

- interpretations:

Guideline | - Define Work Breakdown Structure

Guideline 6 - Scheduling of Work

Guideline 10 — Identify Discrete Work Packages
Guideline 11 - Sum of Work Package Budgets Equal Control Account Budgets

Guideline 21 — Material Cost Performance

SUBJECT: Shipbuilding Eamed Value Management Amplify ing Guidance

The DON expects all new shipbuilding contracts will require MIL STD-881C
compliance through level 3 (ESWBS 100 level). In accordance with MIL STD-881C.
Appendix E, shipbuilders will report EVM performance as stated in the appendix, but
may plan and execute the work under a separate WBS. This approach allows contractors
the freedom to plan according to the way ships are built, but also meet DON needs for a
common reporting framework to improve cost estimates of future ships. Also, in
accordance with current policy, the Integrated Master Schedule requires a field that maps
each activity to its associated WBS. All shipbuilding EVM contract deliverables will be
submitted to the DOD EVM Central Repository.

For contracts in exccution, specifically, DDG 51 (through Hull 112), LPD-17
(through Hull 25), T-AKE, DDG-1000, LHA-6/7 and Virginia Class Submarines
(through Tull 783) MIL STD-881C will not be retroactively applied. The DON has
determined it would be cost prohibitive because the contract is cither substantially
complete or the last ships of the class are on contract. For similar reasons. Virginia Class
Submarines Block Il and LPD-17 (Hulls 26 and 27) have waivers in place and MIL
STD-881 will not apply.

This memorandum documents the agreement between DCMA and the DON on
these areas. Attachment (1), “Defense Contract Management Agency and Department of
EVM Guideline Interpretation Agreement for Shipbuilding Programs”, defines
sis for evaluating these five arcas and will be used for assessing ANSI-748
compliance at shipyards. The expectations in this agreement will be used by both the
DON and DCMA to assess contractor compliance to the EVM guidelines in the ANSI-
748 standard.

(
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Sean J. Stackley Charfic E. \\"i‘h{ams Ir.

Assistant Secretary of the Navy Director
Research, Development, and Acquisition Defense Contract Management Agency

Attachments:
As stated
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EVM Guidelines Where Application Production / Shipbuilding
Differs from Development Manufacturing

Organization (1-5)
e 1 Define WBS X X
Planning, Scheduling & Budgeting (GLs 6-15)
e 6 Schedule Work X X
e 10 Discrete Work Packages X X
e 11 Sum Work / Planning Pkg X
Accounting Considerations (GLs 16-21)
e 21 Material Accounting X X
Analysis and Managerial Reports (GLs 22-27)
e 22 Periodic Control Account Sums X
e 23 Determine Variances X
Revisions & Data Maintenance (GLs 28-32)
e None
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Pat h FO rwa rd to CO m p I etio N National Defense Industrial

Earned Value Management

« 2nd Quarter 2012, Formally Kicked Off Phase Il — Use of EVM in Production Compliance Checklist
* Over-riding Assumption is that we are Focused on Recurring (i.e Production, Manufacturing, Naval
Construction) Programs where EVM is applied (e.g. CP, FPI, or FFP (If business case approved))

v" Planned Team Discussions in the Following Areas:

®  Organization Medium
®  Planning, Scheduling, and Budgeting Heavy

®  Accounting Considerations Light

® Analysis and Managerial Reports Medium
®  Revisions and Data Maintenance Medium

v Completed Team Discussions Work Package Under Phase Il Control Account
® 40 Pages Complete out of 40 (QBD); Physical % Complete = 100%
® 219 of 219 Line Items Reviewed

» Path to Completion

v Identify Key Topical Areas for Detailed Analysis and Draft Write-ups

v Assign Authors for ;2 - 1 5 Page Draft Write-ups

1) Integrate Working Group Efforts with SUPSHIPS December 2011 Memo

2) Complete Conjoined Drafts, Team Review, Consolidate into a Single PMNC Appendix to the
Production EV Whitepaper Update

3) Re-issue the White Paper (adjudicating the Jim Henderson Comments) with PMNC Appendix



Recent Working Group Effort “le

* Assigned Guideline Authors with Support Members

* Template for Drafts Developed and Distributed to Authors

* Drafts Write-ups Received for all Identified Guidelines

* Appendix Introduction Drafted and Reviewed by Team

* Review Process Defined on G/L 6

* Remaining G/Ls will be Reviewed during Monthly Telecoms (1 —

1.5 Hours)



e PMNC EVM Appendix NDIN
EEEEE e will Provide Source |nput for: ——

* Updated PMSC EVM in Production Environment Whitepaper
* NDIA Planning & Scheduling Excellence Guide Update (2015)
* Government Policy and Process Consideration

® Future NDIA Guides Update

* Influence to Other EVM Users
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Questions?



