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CAPABILITY COST TEMPLATES GUIDE

1. Purpose 

The purpose of this guide is to provide specific guidance to CS Desk Officers on how to use the Capability Cost Templates to develop and present cost estimates for unapproved Defence Capability Plan (DCP) Major Capital Equipment (MCE) projects.

2. Scope

This document is applicable to the cost estimation of Unapproved DCP MCE projects after 1 July 2005.

3. Applicable Documents

The following documents are referenced throughout this topic:

·  CDG Process Map
· 
Defence Capability Development Manual
· Australian Defence Contracting templates
· Life Cycle Cost Analysis Manual (TLS Manual Vol. 6)
· DMO Quality and Environmental Management System
· Capability Definition Documents (CDD) Guide
· MCI Workforce Checklist
· Manual of Costing, Charging and Cost Recovery - Part 1
· IPSSR 

· PMMv2
· Force Element Product Costing
4. Introduction

Proposals for new capability are entered into the DCP, and considered by Government as part of a two-pass approval process.  Capability proposals typically include more than one option to address a capability need.  Each option is described by a Business Case, supported by many baseline products eg: Capability Definition Documents, Workforce Checklist, Acquisition Strategy, Work Breakdown Structure, schedule, risk assessment and the cost estimate.  Refer to the CDG Process Map, the Defence Capability Development Manual, the DMO Quality and Environmental Management System (and other referenced documents) for further guidance.

Cost estimates are presented using the Capability Cost Templates described in this guide.  There are four cost templates (Note: the last three are in one file):

· DCP Entry Cost Template, which captures the life cycle cost of a proposed capability.

· Capability Development Cost Template, which captures all the costs associated with developing a capability proposal for both First Pass Approval and Second Pass Approval.

· Acquisition Cost Template, which captures all the costs associated with acquiring all materiel components of a capability.

· Net Personnel and Operating Cost Template, which captures the operating, support, and personnel costs.

The DCP Entry Cost Template is typically completed for the entire project at DCP Entry.  The Capability Development Cost Template is completed for the entire project for First Pass Approval.  Both the Acquisition Cost Template and the Net Personnel and Operating Cost Template are completed for each option for First Pass Approval, and are updated again for Second Pass Approval.  From a time-based or milestone perspective, the templates are required in support of decisions as follows:
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The cost templates are for presentation purposes, and are a mandatory attachment to all business cases.  The cost templates are standardised spreadsheets used to present summary level cost information.  These cost templates are not cost models.  Cost models are more detailed and are often developed with the aid of specialised tools eg: ACEIT.  Notwithstanding, spreadsheets (eg: Excel) can be used to create a cost model.  The cost model holds all of the source data, calculations, foreign exchange mix and conversions, basis of provisioning, assumptions, adjustments etc.

The cost templates facilitate the presentation of cost model results by providing a standard, generic, summary level structure that is consistent with Defence core business.  A ‘costed’, product-oriented, work breakdown structure is the primary principle that underpins the cost templates; supported by concepts and philosophies found in related disciplines and products such as systems engineering, integrated logistic support, and the family of Australian Defence Contracting templates.  Accordingly, cost elements within the summary level structure are balanced, intuitively hierarchical, mutually exclusive, and naturally ‘roll-up’ from an underlying cost model.

The Acquisition Cost Template, Net Personnel and Operating Cost Template, and the Capability Development Cost Template exist as a series of worksheets in a single Excel spreadsheet titled “Two-Pass Approval”.  The DCP Entry Cost Template resides in a separate Excel spreadsheet titled “DCP Entry”.  An “Executive Summary” worksheet is also included in each Excel spreadsheet to capture and present the “big picture” ie: summarise whole-of project costs from the details in each cost template – for each option (where applicable).  This worksheet is discussed at the end of this document.

Each of the cost templates each comprise a further three worksheets.  The ‘estimate’ worksheet presents the costs, and is supported by two subordinate worksheets that capture the ‘cost basis’ and ‘quantities’.  The information required by these worksheets must be provided in support of the cost estimate.  This can be achieved by completing the worksheets in full.  Alternatively, if an underlying cost model is developed, a report that presents the same information can be provided instead.  Cost estimates without this supporting information do not meet the criteria required for the business case.

As the cost template structures are based on a generic work breakdown structures, the spreadsheets are designed such that the costs ‘roll-up’ from the lowest levels through to the summary level ie: costs are totalled at each level upwards in the hierarchy.  The highest level summaries are generic enough to largely avoid any name changes, additions and/or deletions.  Avoiding changes at this level has strategic, long-term benefits across projects ie: ‘normalised’ historical data can be collected and used in support of future estimates on an ‘apples-to-apples’ basis.

The cost templates need to be tailored for each project and (usually) each option – this will typically occur in the lower level details.  For example in the Acquisition Cost Template, under the Mission System, the term ‘Subsystem n’ should clearly be replaced by the actual name of the subsystem(s), and be consistent with the system breakdown structure.  If costs at the subsystem level are unknown, there will only be a cost for the Mission System as a whole.  Similarly, if there was no Mission System development required ie: a totally off-the-shelf solution, there would be no costs attributed to Mission System – Development.

Cost estimates will naturally improve as scope, requirements, schedule and risk are increasingly better understood and defined from DCP Entry through to Second Pass Approval ie: costs move from ‘rough order of magnitude’, through ‘indicative’, to (in most cases) ‘tender quality’.  Nonetheless, cost analysis considerations remain the same at all times and include: affordability, comprehensiveness, proportionality, accuracy, recency of data, source of data, risk versus. contingency, schedule versus. spend spread, cost drivers, sensitivity, and correct arithmetic.  Refer to the Defence Cost and Schedule Estimation Methodology Handbook, Life Cycle Cost Analysis Manual (TLS Manual Vol. 6), and other Cost Analysis Branch documents for further guidance.

The Capability Cost Templates Guide fits into the broader process architecture ie: process sets the framework: policy provides high-level directives; guidance describes procedural aspects in more detail; templates define process outputs (products); and tools enable development of those products.  The purpose of the guide is to provide specific guidance on how to use the Capability Cost Templates.

5. DCP Entry Cost Template Guidance

The DCP Entry Cost Template captures the life cycle cost of a proposed capability.  If the range of potential solutions to meet the capability need is diverse, this template should be completed for each solution to establish the range of costs.  The highest level cost elements include Capability Development Cost, Acquisition Cost, and the Net Personnel and Operating Cost.  These highest level cost elements (and their subordinate cost elements) are consistent and synonymous with those described in the actual Capability Development Cost Template, Acquisition Cost Template, and the Net Personnel and Operating Cost Template respectively – refer to these templates below for detailed descriptions of the cost elements.  Whilst these individual (and more detailed) cost templates can be used to develop the DCP Entry cost estimate, the cost data is usually not available at this level of fidelity.

5.1 Capability Development Cost

The Capability Development Cost captures all the costs associated with progressing a capability proposal through to Second Pass approval and comprises the following subordinate cost elements:

5.1.1 First Pass Approval

First Pass Approval captures the costs up to and including that milestone.  It is not the cost of conducting activities between First and Second Pass.  This element is funded from PDF, not the DCP.  Nonetheless, it should be estimated to establish the PDF budget.  It comprises typical activities conducted leading up to First Pass Approval such as:

Research and Development

This comprises the cost of any research and development activities that are not already captured as part of the personnel costs below eg: prototyping, simulation, analysis and studies that may have been conducted under contract.

Capability Proposal – First Pass

This comprises the cost to develop the Capability Proposal – First Pass and all supporting documents (for each option) that are not already captured as part of the personnel costs below eg: development of an OCD as a product deliverable under contract.

Net Personnel

This comprises the cost of any net increase in military, APS, PSP, contractor and/or consultant staff employed up to First Pass Approval.  Care must be taken to avoid ‘double-accounting’ of these personnel costs with the costs above eg: an OCD developed by a PSP working in the project office could conceivably be costed under ‘Personnel’ or ‘Capability Proposal – First Pass’.  The cost template facilitates either approach – clearly the cost should not be included against both.

Other

This comprises any other costs that aren’t captured above eg: administration, training, travel, legal, leases, licences, utilities etc.

5.1.2 Second Pass Approval

Second Pass Approval captures the costs up to and including that milestone. This is the cost estimate to conduct activities from First Pass to Second Pass, and will form the basis for the funds sought to be approved at First Pass.  Clearly it does not include the costs already captured above for ‘First Pass Approval’ (and ‘Intermediate Pass Approval’ if applicable).  This element is funded from the DCP.  It comprises the same cost elements as ‘First Pass Approval’, and in addition includes costs for any solicitation activities that might be conducted prior to Second Pass Approval eg: developing an RFT etc.

5.2 Acquisition Cost

The Acquisition Cost captures all the costs associated with acquiring all materiel components of a capability.

5.2.1 Mission System

The Mission System is that which directly performs the operational functions.  Examples include platforms (eg: ship, tank, or aircraft), distributed systems (eg: communications network), and discrete systems (eg: a radar upgrade for a platform).  Nonetheless, it is effectively user defined eg: if a project is simply buying a simulator, the simulator could be considered as the Mission System – whereas for a large-scale aircraft project, the simulator would be considered part of the Support System.

Mission System – Development 

This section captures all the non-recurring costs (design and other development activities related to the Mission System) vice the “Procurement’ section which is intended to capture the recurring costs.  Any project management, systems engineering, logistic support analysis, or integration and test that are necessary to develop just the Mission System would also be captured here.  A contractor’s overall project management and related technical services for the whole project are captured under Contractor support Services.

Mission System – Procurement

This section captures the cost to simply procure systems that have already been developed ie: the recurring costs.  So it is largely driven by ‘how many’ are being procured.

5.2.2 Support System

The Support System is the organisation of hardware, software, materiel, facilities, personnel, data and processes required to enable the Mission System to be effectively operated and supported so that the Mission System can meet its operational requirements.  This element includes all of the physical support deliverables, including any effort associated with the acquisition of, and/or the design, development and procurement of those physical deliverables.  It includes any effort associated with delivery, installation, integration, and check out.  This element also includes the acquisition, design, development and procurement of any logistics resources associated with those physical deliverables (i.e., the logistics resources required for the support of Support System elements such as Facilities, S&TE, etc).

Support System – Development

This section is intended to capture all the non-recurring costs (design and other development activities related to the Support System) vice the “Procurement’ section which is intended to capture the recurring costs.  It comprises costs for packaging, technical data, training equipment, training materials, support and test equipment, facilities, software support capability, information systems etc.

Support System – Procurement

This section captures the costs to simply procure systems that have already been developed ie: the recurring costs.  So it is largely driven by ‘how many’ are being procured.  It essentially comprises the same elements discussed under support system development above, however also includes spares (whose development costs were captured under the Mission System), and initial training.

5.2.3 Production System

This section captures the costs to design and establish any production infrastructure required to produce a Mission System and/or Support System eg: a dock built for ship production or a factory to manufacture aircraft.  The Commonwealth rarely incurs these costs.

Production System – Development

This section is intended to capture all the non-recurring costs (design and other development activities related to the Production System) vice the “Procurement’ section which is intended to capture the recurring costs.  It comprises costs for machinery, tooling, facilities etc.

Production System - Procurement
This section captures the costs to simply procure systems that have already been developed ie: the recurring costs.  So it is largely driven by ‘how many’ are being procured.  It comprises the same elements discussed under production system development above.

5.2.4 Contractor Services and Other

Contractor Services

This comprises the costs incurred by the contractor for services applied across the entire project scope ie: Mission System, Support System and Production System eg: project management, systems engineering, integrated logistic support, platform integration, verification and validation.

Other

This comprises the cost of overhead, profit, general and administrative expenses – these costs are normally embedded in the ‘price’, so should only be used where the estimate has been developed in the absence of pricing data eg: bottom-up internal cost estimate.

5.2.5 Net Personnel and Other

This comprises the cost of military, APS, PSP, contractor and/or consultant staff employed during acquisition, and other costs eg: administration, training, travel, legal, leases, licences, utilities etc.

Net Personnel

This comprises the cost of any net increase in military, APS, PSP, contractor and/or consultant staff employed during Acquisition.

Other

This comprises any other costs that aren’t captured above eg: administration, training, travel, legal, leases, licences, utilities etc.

5.3 Net Personnel and Operating Cost

This comprises the support, personnel and operating costs for both the current and the future capability in order to determine the net cost.  This net cost, or NPOC, is the net difference between the estimated cost of the future capability offset by the guidance available for the current capability, across all affected Groups.

5.3.2 Current Personnel and Operating Cost

This comprises the current support, personnel and operating cost of the current capability across all affected Groups.  Note that the current cost is to reflect the guidance.  Three years of actual historical cost information is also required to support analysis of the future capability.

Operating Resources

Operating resources comprises the cost of physical items required to operate the Mission System throughout its service life or upon disposal such as petroleum, oil, lubricants and explosive ordnance.

Support Resources

Support resources comprises the cost of physical items required to support the Mission System throughout its service life or upon disposal.  These costs represent procurement beyond that of the original Support System identified in the Acquisition Cost Template.  The cost of supporting support resources eg: maintaining test equipment, or updating training materials should be included in these costs.

Contractor Support Services

This comprises the cost of support services provided by contractors for the Mission System eg: operating support, engineering, maintenance, support, and training.  It also includes support services management if applicable.  It is not meant to capture the cost of similar services provided ‘in-house’ – these are captured as personnel costs below.

Personnel
This comprises the cost of military, APS, PSP, contractor and/or consultant staff employed during the in-service and disposal phases.

Other

This comprises any other costs that aren’t captured above eg: administration, training, travel, legal, leases, licences, utilities etc.

5.3.2 Future Personnel and Operating Cost

This comprises the future support, personnel and operating cost of the future capability across all affected Groups.  It comprises the same cost elements as Current Personnel and Operating Cost.

5.3.3 Net Personnel and Operating Cost

Net Personnel and Operating Cost comprises the net operating, support, and personnel cost across all affected Groups.  It comprises the same cost elements as both Current Personnel and Operating Cost and Future Personnel and Operating Cost.

6. Capability Development Cost Template Guidance

The Capability Development Cost Template captures all the costs associated with progressing a capability proposal through to Second Pass Approval.  The major sections of this template cater for costs of ‘First Pass Approval’ and ‘Second Pass Approval’. The work conducted in support of these decisions is of a very similar nature, albeit progressively more detailed. Accordingly, the breakdown of cost elements are largely repetitive and comprises the following:

6.1 First Pass Approval

First Pass Approval captures the costs up to and including that milestone. It is not the cost of conducting activities between First and Second Pass.  This element is funded from PDF, not the DCP.  Nonetheless, it should be estimated to establish the PDF budget.  It comprises typical activities conducted leading up to First Pass Approval such as:

6.1.1 Research and Development

This comprises the cost of any research and development activities that are not already captured as part of the personnel costs below eg: prototyping, simulation, analysis and studies that may have been conducted under contract.

6.1.2 Capability Proposal – First Pass

This comprises the cost to develop the capability proposal and all supporting documents (for each option) that are not already captured as part of the personnel costs below eg: development of an OCD as a product deliverable under contract.  It comprises costs for the following elements (for those without further descriptive detail, see CDG Process Map for the appropriate detail):

Capability Proposal

Operational Concept Document (Parts 1-4)

See CDG Process Map and Capability Definition Documents (CDD) Guide for further detail. 

Project Management Plan

Materiel Acquisition Agreement

Business Case – Option 1-n

This comprises the cost to develop each business case comprising the following supporting documents:

Operational Concept Document (Part 5)

See CDG Process Map and Capability Definition Documents (CDD) Guide for further detail. 

Function and Performance Specification

See CDG Process Map and Capability Definition Documents (CDD) Guide for further detail. 

Test Concept Document

See CDG Process Map and Capability Definition Documents (CDD) Guide for further detail. 

MCI Workforce Checklist

See CDG Process Map and MCI Workforce Checklist for further detail.

Acquisition Strategy

Work Breakdown Structure

Statement of Work

Schedule

Risk Assessment

Cost Estimate

Other

This comprises any other costs to develop the capability proposal that have not been captured above.

6.1.3 Net Personnel

This comprises the cost of any net increase in personnel employed up to First Pass Approval.  Care must be taken to avoid ‘double-accounting’ of these personnel costs with the costs above eg: an OCD developed by a PSP working in the project office could conceivably be costed under ‘Personnel’ or ‘Capability Proposal – First Pass’.  The cost template facilitates either approach – clearly the cost should not be included against both.  Personnel costs include:

Military – Permanent Force

This comprises the cost of any net increase in Military – Permanent Force personnel.  This cost can be obtained from the Manual of Costing, Charging and Cost Recovery - Part 1.  The total variable costs at Annexes A and B should normally be used.  If locations are unknown, use the national average.

Australian Public Service

This comprises the cost of any net increase in Australian Public Service personnel.  This cost can be obtained from the Manual of Costing, Charging and Cost Recovery - Part 1.  The total variable costs at Annexes C and D should normally be used.  If locations are unknown, use the national average.

Military – Reserve Force

This comprises the cost of any net increase in all Military – Reserve Force personnel.  This cost can be obtained from the Manual of Costing, Charging and Cost Recovery - Part 1.  The total variable costs at Annexes E and F should normally be used.  If locations are unknown, use the national average.

PSP, Contractor and Consultant

This comprises the cost of all PSPs, Contractors and Consultants per their rates.

Other

This comprises any other personnel costs that aren’t captured above.

6.1.4 Other

This comprises any other costs that aren’t naturally a part of research and development, developing capability proposals, or direct personnel costs, and includes the following which are self-explanatory:

Administration

Training

Travel

Legal

Leases

Licences

Utilities

Other

6.2 Second Pass Approval

Second Pass Approval captures the costs up to and including that milestone.  This is the cost estimate to conduct activities from First Pass to Second Pass, and will form the basis for the funds sought to be approved at First Pass.  Clearly it does not include the costs already captured above for ‘First Pass Approval’ (and ‘Intermediate Pass Approval’ if applicable).  This element is funded from the DCP.  It comprises the same costs as ‘First Pass Approval’, and in addition includes costs for any solicitation activities that might be conducted prior to Second Pass Approval eg: project definition studies, risk mitigation activities, developing an RFT etc.  For more complex projects, a separate project phase might be established, and if so, these costs would be captured accordingly.

7. Acquisition Cost Template Guidance

The Acquisition Cost Template captures all the costs associated with acquiring all materiel components of a capability.  This template is constructed in accordance with sound Work Breakdown Structure (WBS) principles as described in DEF(AUST)5664.  This approach is consistent with many other related concepts, policies and initiatives eg: systems engineering, integrated logistic support, project management, Fundamental Inputs to Capability, earned value management, IPSSR, PMMv2, and the Australian Defence Contract templates.

Except for ‘Personnel and Other’ costs, all the acquisition costs are costs incurred by contractors, their subcontractors and/or vendors.  Any project management, systems engineering, integrated logistic support etc. conducted by the Commonwealth is captured under the ‘Personnel and Other’ costs element ie: regardless of the tasks performed, the cost is effectively a labour cost.  If preferred, an alternative approach to present these internal costs would be to utilise the project office WBS developed under the auspices of IPSSR to capture these costs by task with earned value attribution.

The major elements include the Mission System, Support System and Production System.  Under each of these elements there is a ‘Development’ and a ‘Procurement’ section.  This has been introduced to separate development costs from procurement (production) costs ie: recurring and non-recurring costs essentially, as most WBS standards assume separate contracts are used for research & development, system design and development, and production etc.

The “Development section” is intended to capture all the costs to develop the Mission System, Support System and/or Production System.  The “Procurement section” captures the costs to simply procure systems already developed.  The Development section includes all the non-recurring costs (eg: design, development and verification activities) and is typically a “one-off” cost, whereas the cost to procure one (or more) of the systems under the Procurement section does not include non-recurring costs, and is usually driven by quantities ie “how many”.  Off-the-shelf solutions should translate into nil costs captured in the Development section(s).

Note that if a prototype (eg: pre-production mock-up) is required to complete the development activities, the cost to manufacture the prototype should be included in the Development section.  However, if a “first article” (first production item) was used to support (say) verification and validation activities, and that same item was a deliverable to the customer, then the manufacturing costs should be included in the Procurement section.

As an extreme example to understand the logic, note that even the non-recurring cost to design a Production System is not included under Production System – Procurement.  These costs would be included under the Production System – Development; whereas the cost to actually establish one (or more) Production Systems eg: fabrication and manufacturing costs, is included under the former.  Notwithstanding, Production System costs are very rarely incurred.  Acquisition cost comprises the following subordinate cost elements:

7.1 Mission System

The Mission System is that element of the Materiel System that directly performs the operational functions.  Examples include platforms (eg: ship, tank, or aircraft), distributed systems (eg: communications network), and discrete systems that integrate into other Mission Systems (eg: a radar upgrade for a platform).  The Mission System is the equivalent of the ‘system-of-interest’ under AS/NZS 15288:2003 (ISO/IEC 15288:2002), the ‘end product’ under ANSI/EIA-632-1998, and the ‘Prime Mission Product (PMP)’ under MIL-HDBK-881.

7.1.1 Mission System – Development 

This section captures all the non-recurring costs (design and other development activities related to Mission System) vice the “Procurement’ section which is intended to capture the recurring costs.  If subsystem level detail is not known, the total development cost of the entire Mission System would be shown instead.

Subsystem 1 to n

This comprises the cost related to the design and development of each subsystem eg: airframe, engine, communications etc.  It also includes design engineering and management costs for the development of all subordinate equipment and components – even if incurred by subcontractors and suppliers.  The cost element would include any design licence fees and any royalties (if applicable).

Mission System – Integration and Test

This element captures the cost to integrate the subsystems to create the Mission System, and the resultant testing of the Mission System.

Mission System – Project Management

This comprises the cost to manage the development of the Mission System.  Any project management costs directly related to development of subordinate subsystems are captured as part of the subsystem costs above.  It includes the business and administrative planning, organising, directing, coordinating, controlling, and approval processes designated to accomplish overall project objectives; and any contract management and vendor liaison.

Mission System - Systems Engineering

This comprises the cost of systems engineering activities related to the Mission System eg: requirements analysis, systems analysis, synthesis, architecture design and development, engineering specialty integration, system/subsystem specification writing etc.  It also includes planning, organising, directing, coordinating, controlling, and engineering approval and certification processes.

Mission System – Logistic Support Analysis

This element captures the logistic support analysis costs as they relate to the Mission System ie: the analytical component of the ILS program that analyses operations and support tasks to improve supportability via Mission System design, Support System development, and optimisation of logistics resources.

Other

This comprises any other Mission System Development costs not captured above.

7.1.2 Mission System – Procurement

This section is intended to capture all the recurring costs (manufacturing and production activities related to the Mission System) vice the “Development’ section which is intended to capture the non-recurring.  If subsystem level detail is not known, the total procurement cost of the entire Mission System would be shown instead.

Subsystem 1 to n

This is the cost to ‘buy’ off the production line, so comprises the cost related to manufacturing and production of each subsystem eg: airframe, engine, communications etc.  It also includes manufacturing and production costs of any subordinate equipment and components – even if provided by subcontractors and suppliers.

Other

This comprises any other Mission System – Procurement costs not captured above. 

7.2 Support System

The Support System is the organisation of hardware, software, materiel, facilities, personnel, data and processes required to enable the Mission System to be effectively operated and supported so that the Mission System can meet its operational requirements.  The Support System includes the support required for components of the Support System.  The Support System embraces the support responsibilities undertaken by the ADO and in‑service support contractors and subcontractors.  Refer to DI(G) LOG 03-6 and the Overview of Integrated Logistic Support for further details.

This element includes all of the physical support deliverables, including any effort associated with the acquisition of, and/or the design, development and procurement of those physical deliverables.  It includes any effort associated with delivery, installation, integration, and check out.  This element also includes the acquisition, design, development and procurement of any logistics resources associated with those physical deliverables (i.e., the logistics resources required for the support of Support System elements such as Facilities, S&TE, etc).

7.2.1 Support System – Development

This section captures all the non-recurring costs (design and other development activities related to Support System) vice the “Procurement’ section which is intended to capture the recurring costs.  If Support System component detail is not known, the total development cost of the entire Support System would be shown instead.

Packaging

Includes the design and develop any packaging eg: special containers for torpedos or sensitive equipment etc.  Handling, storage and transportation are services that should captured under other.

Technical Data

Includes the design and development of all technical know-how and information reduced to material form eg: including all data, manuals, handbooks, designs, standards, specifications, reports, writings, models, sketches, plans, drawings, calculations, software documentation, test results etc.

Training Equipment

Includes the design and development of any equipment used to meet training objectives eg: operational trainers and simulators; maintenance trainers; and other items such as cutaways, mock-ups and models.

Training Materials

Includes design and development of training documentation, courseware, syllabuses, and associated aids etc.

Support and Test Equipment

Includes the design and development of all equipment required for the operation, support, and disposal of the Materiel System.  It includes all ground handling equipment, materiel handling equipment, tools, metrology and calibration equipment, test equipment and automated test equipment, and diagnostic software for support equipment maintenance.  It does not include Training Equipment or Mission System equipment that is used by the Mission System when it is directly engaged in the performance of its mission.

Facilities

Includes the design and development of any mobile, fixed, permanent and semi-permanent buildings, structures, installations, and the associated machinery, plant and utilities for the operating, engineering, maintenance, supply, training, and administrative elements of a Materiel System.  It includes ranges, wharves, docks, and airfields.

Software Support Capability

Includes the design and development of a software (or system) support capability.  It includes design of any development and/or test environments (including hardware, software, processes and data) needed to provide the necessary support.

Information Systems

Includes the design and development of any information systems.  It includes the design of any architecture, or dedicated hardware, software, networks, peripherals, processes and data needed to provide the necessary information management.

Other

This includes any other Support System development costs not captured above.

7.2.2 Support System – Procurement

This section is intended to capture all the recurring costs (manufacturing and production activities related to the Support System) vice the “Development’ section which is intended to capture the non-recurring.  If Support System component detail is not known, the total production cost of the entire Support System would be shown instead.  These components are described in more detail under Support System – Development; noting of course that the costs captured below are only the costs to simply procure them.

Initial Spares

This comprises the cost for spares and repairable items purchased as part of an initial provisioning to support the introduction into service of the Mission System.  The number and range of spares to be procured is dependent on the support concept and other factors.  Typically a minimum of three years spares are purchased as part of the acquisition cost.  Any support services eg: a maintenance contract – should be captured in the Personnel and Operating Cost Template, even if they are incurred within the first three years following transition into service.

Packaging

This comprises the cost of any packaging.

Technical Data

This comprises the cost of any technical data.

Training Equipment

This comprises the cost of any training equipment.

Training Materials

This comprises the cost of any training materials.

Initial Training

This comprises the cost of any initial training required to establish the capability ie: ensure all operators, engineers, maintainers, suppliers and trainers are trained and competent to operate and support the Mission System upon entry into service.  It includes classroom training, computer based training, on the job training, and self-paced study.  General training of personnel eg: basic administrative courses such as Microsoft Word should be captured as personnel and other costs.

Support and Test Equipment

This comprises the cost of any support and test equipment.

Facilities

This comprises the cost of any facilities.

Software Support Capability

This comprises the cost of any software support capability.

Information Systems

This comprises the cost of any information systems.

Other

This comprises any other Support System – Procurement costs not captured above.

7.3 Production System

The Production System is the organisation of hardware, software, materiel, facilities, personnel, data and processes required to produce the Mission System and/or Support System.  The Production System embraces the production responsibilities undertaken by the ADO, manufacturers and suppliers.  In some cases infrastructure might have a dual use eg: a dock built for ship production, might also be owned and utilised for ongoing maintenance of those ships.  In this case, the dock should not be costed as part of the Production System, but as part of the Support System for the ship – the ship being the Mission System in this case.  

The Production System is the equivalent of one of the enabling systems called the ‘Production System’ under AS/NZS 15288:2003 (IOS/IEC 15288:2002) and is the system construct required to define the ‘enabling products’ for support under ANSI/EIA-632-1998.

7.3.1 Production System – Development

This section captures all the non-recurring costs (design and other development activities related to Support System) vice the “Procurement’ section which is intended to capture the recurring.  If Production System component detail is not known, the total development cost of the entire Production System would be shown instead.

Machinery

This comprises the costs to design and development any machinery required specifically to establish the Production System.

Tooling

This comprises the costs to design and development any tooling required specifically to establish the Production System.

Facilities

This comprises the costs to design and development any mobile, fixed, permanent and semi-permanent buildings, structures, installations, and the associated machinery, plant and utilities for producing the Mission System and/or Support System.

Other

This comprises any other Production System – Development costs not captured above.

7.3.2 Production System - Procurement

This section is intended to capture all the recurring costs (manufacturing and production activities related to the Production System) vice the “Development’ section which is intended to capture the non-recurring costs.  If Production System component detail is not known, the total production cost of the entire Production System would be shown instead.  These components are described in more detail under Production System – Development; noting of course that the costs captured below are only the costs to simply procure them.

Machinery

This comprises the cost of any machinery.

Tooling

This comprises the cost of any tooling.

Facilities

This comprises the cost of any facilities.

Other

This comprises any other Production System – Procurement costs not captured above.

7.4 Contractor Services and Other

This comprises all costs incurred by the contractor for services and other project-related costs across the entire project scope ie: Mission System, Support System, and Production System.

7.4.1 Contractor Services

This comprises the overarching costs incurred by the contractor for services applied across the overall project scope.  Similar services applied to the development of the individual Mission System, Support System and/or Production System are captured under Mission System, Support System and/or Production System as applicable.  Note however, that these services have only been decomposed for Mission System as they are typically embedded in the product costs and are usually unknown.

Project Management

This comprises the overarching costs incurred by the contractor to manage the overall project scope ie: Mission System, Support System and Production System.  It includes the business and administrative planning, organising, directing, coordinating, controlling, and approval processes designated to accomplish overall project objectives.  It also includes cost, schedule and performance measurement management, warranty administration, contract management, data management, vendor liaison, subcontract management, risk, lifecycle cost analysis, transition to operational service, Australian Industry Involvement, and intellectual property.  Any project management costs directly (and only) related to development of the Mission System, Support System or Production System are captured under their respective sections above.

Systems Engineering

This comprises the overarching cost of systems engineering activities related to the overall project scope ie: Mission System, Support System and Production System.  It includes engineering management, requirements analysis, systems analysis, synthesis, architecture design and development, engineering specialty integration, production engineering, integrated test planning, processes and tools, system specification writing etc.  It also includes planning, organising, directing, coordinating, controlling, and engineering approval and certification processes ie: technical and management efforts of directing and controlling a totally integrated engineering effort across the project.  The systems engineering activities are centred on transforming operational and support concepts and requirements into a set of balanced Mission System, Support System and Production System solutions, products and associated enabling services.  Any systems engineering costs directly (and only) related to development of the Mission System, Support System or Production System are captured under their respective sections above.

Integrated Logistic Support

This comprises the overarching cost of integrated logistic support activities related to the overall project scope ie: Mission System, Support System and Production System.  It includes planning, directing, and controlling of the ILS function.  This element also includes the effort associated with the logistics-analysis processes, the outcome of which result in the identification of the logistics resources (both range and scale) required to support the Mission System, Support System and the Production System.  It excludes the acquisition of, and/or the design, development and production of specific Support System Components (e.g. S&TE, Facilities, Software Support Environment, Training Equipment and Materials, etc) and Production System Components (e.g., tooling, and machinery etc).  These activities are covered under the individual Support System and Production System elements themselves.  It also excludes the acquisition, design, development and procurement of the logistics resources required for the support of the individual Support System and/or Production System elements themselves.

Platform Integration

This element captures the costs involved for technical and engineering services provided to a platform manufacturer or integrator during the installation and integration of the Mission System into the host vehicle.  Typically this would only be used in cases where the scope of the acquisition was related to (or part of) a larger system-of-systems, or was equipment installed as part of a modification program etc.  It does not include the costs of Mission System equipment itself.

Verification and Validation

This comprises the overarching cost of verification and validation activities related to the overall project scope ie: Mission System, Support System and Production System.  It includes the costs for V&V management and infrastructure for the Mission System, Support System and Production System as well as the actual V&V for all phases of the project.  This element includes processes that demonstrate that the engineering design and development process is complete, demonstrate that the design risks have been minimised, demonstrate that the system will meet specifications and determine whether the engineering design is supportable (practical, maintainable, safe, etc.) for operational use.  This element includes such tests as system demonstration, flight tests, sea trials, mobility demonstrations, stability tests, qualification operational test and evaluation, etc, and support thereto, required to prove the operational capability of the deliverable system.  This element also includes logistics testing efforts to evaluate the achievement of supportability goals and the adequacy of the support for the system (e.g. maintenance tools, test equipment, technical publications, maintenance instructions, personnel skills and training requirements, and software support facility/environment elements).

7.4.2 Other

This comprises any other project-related costs incurred by the contractor that are not captured above.  These costs are normally embedded in the ‘price’, so should only be used where the estimate has been developed in the absence of pricing data eg: bottom-up internal cost estimate

Overhead

This comprises any overhead not already factored into the costs above.

Profit

This comprises any profit not already factored into the costs above.

General and Administrative

This comprises any general and administrative fees not already factored into the costs above.

Other

This comprises any other costs not captured above.

7.5 Net Personnel and Other

This comprises the cost of any net increase in military, APS, PSP, contractor and/or consultant staff employed during acquisition; and any non-contractor other costs.

7.5.1 Net Personnel

This comprises the cost of personnel employed during, and in support of, acquisition.  It includes:

Military – Permanent Force

This comprises the cost of any net increase in Military – Permanent Force personnel.  This cost can be obtained from the Manual of Costing, Charging and Cost Recovery - Part 1.  The total variable costs at Annexes A and B should normally be used.  If locations are unknown, use the national average.

Australian Public Service

This comprises the cost of any net increase in Australian Public Service personnel.  This cost can be obtained from the Manual of Costing, Charging and Cost Recovery - Part 1.  The total variable costs at Annexes C and D should normally be used.  If locations are unknown, use the national average.

Military – Reserve Force

This comprises the cost of any net increase in Military – Reserve Force personnel.  This cost can be obtained from the Manual of Costing, Charging and Cost Recovery - Part 1.  The total variable costs at Annexes E and F should normally be used.  If locations are unknown, use the national average.

PSP, Contractor and Consultant

This comprises the cost of all PSPs, Contractors and Consultants per their rates.

Other

This comprises any other personnel costs that aren’t captured above.

7.5.2 Other

This comprises any other non-contractor costs that aren’t captured by the personnel costs, and includes the following which are self-explanatory:

Administration

Training

Travel

Legal

Leases

Licences

Utilities

Other

8. Net Personnel and Operating Cost Template Guidance

The Net Personnel and Operating Cost Template captures operating, support, and personnel costs.  These costs are captured for both the current and the future capability in order to determine the net cost.  For the current capability, the actual cost for the last three years, and the budget programmed in the DMFP (the guidance), are both captured.  The net cost, or NPOC, is the difference between the estimated cost of the future capability offset by the DMFP guidance available for the current capability, across all affected Groups.

Given that many indirect or overhead costs will remain the same, the cost estimate should focus on those areas directly impacted by the capability transformation ie: the real cost drivers.  Accordingly, costs for some Groups might not be captured in the cost template as they are relatively insignificant and remain the same, so have little or no overall affect on NPOC or the decision-making.  Notwithstanding, it is imperative that an apples-to-apples comparison can be made eg: comparing a fully burdened, whole-of-Defence cost sourced from (say) the Force Element Product Costing database, with a direct operating cost estimate sourced from Industry or a DMO SPO will result in gross errors – so must be avoided.  Refer to the NPOC Instruction for further details.

The Net Personnel and Operating Cost Template captures all the costs associated with operating and supporting a capability inclusive of personnel costs.  This template is constructed in accordance with sound Work Breakdown Structure (WBS) principles as described in DEF(AUST)5664.  This approach is consistent with many other related concepts, policies and recent reform initiatives – the key ones being integrated logistic support and the Australian Defence Contract templates, in particular ASDEFCON (Support). 

As discussed above in the Acquisition Cost Template, the Support System is the organisation of hardware, software, materiel, facilities, personnel, processes, and data required to enable the Mission System to be effectively operated and supported so that the Mission System can meet its operational requirements.  It also includes the support required for components of the Support System.

The Support System embraces the support responsibilities undertaken by Defence, in‑service support contractors and in‑service support subcontractors.  Additionally, in-service costs can be viewed in terms of products and services ie: resources purchased or consumed, and services provided.

This construct underpins the cost structure for this template whereby the Support System provides support services such as: operating support, engineering, maintenance, supply, and training services.  The support resources necessary to deliver these services are physical items eg: spares, packaging, technical data, training equipment, training materials, support and test equipment, facilities, software support capabilities, information systems etc.

As this template only addresses costs incurred during the in-service and disposal phases of the capability systems lifecycle, some of the support resources will not incur a cost following initial acquisition.  Nonetheless, a solid set of possible resources has been included eg: in case a requirement to replace some test equipment, or a facility air conditioner is anticipated.  In addition, the normal ‘operating resources’ such as fuel and explosive ordnance have been included separately.

The Support System also requires support ie: support resources need to be supported eg: simulators are upgraded, test equipment needs to be maintained, explosive ordnance may need to be disposed of, training courses will be modified etc.  Accordingly, the cost to support the support resources should be included as part of the respective support resource cost.

Whilst personnel are technically a resource that can provide services, at a cost; they are accounted for separately in a collective manner consistent with the other cost templates ie: in-house provision of any support services is captured as a personnel cost.

ASDEFCON (Support), the standard contracting instrument for provision of support services by contractors, reflects this same construct.  Further, ASDEFCON (Support) provides a mechanism for even contracting out the management of these support services – so this is also reflected in list of support services.

Personnel and Operating Cost comprises the following subordinate cost elements:

8.1 Current Personnel and Operating Cost

Current Personnel and Operating Cost comprises the operating, support, and personnel cost of the current capability across all affected Groups.  Note that for the current capability, the actual costs for the last three years, and the budget programmed in the DMFP (the guidance), are both captured.  The actual costs for the last three years should be sourced from historical financial data.  However if this is not possible, they may be calculated using the Cost Basis and Quantities worksheets.  The DMFP guidance should be provided by Group Resource Coordinators and validated by CFO.

8.1.1 Operating Resources

Operating resources comprises the cost of physical items required to support the Mission System throughout its service life or upon disposal and includes:

Petroleum, Oil and Lubricants

This comprises the cost of petroleum, oil and lubricants.

Explosive Ordnance

This comprises the cost of explosive ordnance.

Other

This comprises the cost of any operating resources that aren’t captured above.

8.1.2 Support Resources

Support resources comprises the cost of physical items required to support the Mission System throughout its service life or upon disposal.  These costs represent procurement beyond that of the original Support System identified in the Acquisition Cost Template – many will not be applicable, except for spares which are a common cost.  The cost of supporting support resources eg: maintaining test equipment, or updating training materials should be included in these costs.

Spares

This comprises the cost for spares and repairable items in addition to those identified in the Acquisition Cost Template.  It also includes support of the Spares.

Packaging

This comprises the cost of actual packaging – note that handling, storage, transportation, warehousing, distribution and other related costs are captured under Supply Services.  It also includes support of the Packaging.

Technical Data

This comprises the cost of additional technical data.  It also includes support of the Technical Data.

Training Equipment

This comprises the cost of additional training equipment.  It also includes support of the Training Equipment.

Training Materials

This comprises the cost of additional training equipment.  It also includes support of the Training Materials.

Support and Test Equipment

This comprises the cost of additional support and test equipment.  It also includes support of the Support and Test Equipment.

Facilities

This comprises the cost of additional facilities, or more likely facilities plant and equipment.  It also comprises facilities operations and garrison support.  It also includes support of the Facilities.

Software Support Capability

This comprises the cost of additional training equipment.  It also includes support of the Software Support Capability.

Information Systems

This comprises the cost of additional information systems.  It also includes support of the Information Systems.

Other

This comprises the cost of any support resources that aren’t captured above.  It also includes support of any identified support resources.

8.1.3 Contractor Support Services

This comprises the cost of support services provided by contractors for the Mission System – it is not meant to capture the cost of similar services provided ‘in-house’ eg: a RAAF maintenance squadron maintaining an aircraft.  These costs are captured as Personnel costs below.  The cost of contracted support services for the Support System (eg: support of support resources), should be captured under Support Resources above.

Operating Support Services

This service is rarely relevant, as it comprises the cost of services to operate of the Mission System, or to directly enable the Mission System to be operated in its intended role eg: contractor operation of a ground-based surveillance system.  It is not maintenance provided in an “operational environment” – maintenance is always captured under maintenance services below.

Engineering Services

This comprises the cost of engineering analysis, investigations, technical regulation, and the development and/or approval of modifications and other configuration changes.  It encompasses general engineering, specialty engineering, systems engineering, configuration management, software engineering, verification & validation and other engineering services to be provided in-service.

Maintenance Services

This comprises the cost of preventive and corrective maintenance ie: restoring an item to, or retaining it in, a near original operating condition.  Software “maintenance” involves changes to the original design so should be included under engineering services, not maintenance services.

Supply Services

This comprises the cost of distributing, accounting for, managing, and disposing of stores including spares, equipment, components, fuels, munitions, and materials.

Training Services

This comprises the cost of delivering training to personnel and can include a range of methods for delivery e.g. classroom training, computer based training, on the job training, and self-paced study.

Support Services Management

This comprises the cost of managing the provision of support services eg: out-sourcing a logistic management unit.

Other

This comprises the cost of any support services that aren’t captured above.

8.1.4 Personnel

This comprises the cost of personnel employed during the in-service and disposal phases.  It includes:

Military – Permanent Force

This comprises the cost of all Military – Permanent Force personnel.  This cost can be obtained from the Manual of Costing, Charging and Cost Recovery - Part 1.  The total variable costs at Annexes A and B should normally be used.  If locations are unknown, use the national average.

Australian Public Service

This comprises the cost of all Australian Public Service personnel.  This cost can be obtained from the Manual of Costing, Charging and Cost Recovery - Part 1.  The total variable costs at Annexes C and D should normally be used.  If locations are unknown, use the national average.

Military – Reserve Force

This comprises the cost of all Military – Reserve Force personnel.  This cost can be obtained from the Manual of Costing, Charging and Cost Recovery - Part 1.  The total variable costs at Annexes E and F should normally be used.  If locations are unknown, use the national average.

PSP, Contractor and Consultant

This comprises the cost of all PSPs, Contractors and Consultants per their rates.

Other

This comprises any other personnel costs that aren’t captured above.

8.1.5 Other

This comprises any other costs that aren’t captured by operating resources, support resources, contractor support services or personnel costs, and includes the following which are self explanatory:

Administration

Training

Travel

Legal

Leases

Licences

Utilities

Disposal

Other

8.2 Future Personnel and Operating Cost

Future Personnel and Operating Cost comprises the operating, support, and personnel cost of the future capability across all affected Groups.  It comprises the same cost elements as Current Personnel and Operating Cost.

8.3 Net Personnel and Operating Cost

Net Personnel and Operating Cost comprises the net operating, support, and personnel cost across all affected Groups.  It comprises the same cost elements as both Current Personnel and Operating Cost and Future Personnel and Operating Cost, and is automatically calculated as the difference between the Future Personnel and Operating Cost and the budget programmed in the DMFP for the Current Personnel and Operating Cost.  As NPOC is only applicable when the future capability is forecast to incur costs, the cost template will have to be manually adjusted to ‘zero’ for the years previous ie: the auto-calculated value in these years will negative – this is clearly incorrect.

9. Cost Basis And Quantities Worksheets Guidance

Each cost template resides in a separate Excel spreadsheet, which comprises three worksheets.  The ‘estimate’ worksheet presents the costs, and is supported by two subordinate worksheets that capture the ‘cost basis’ and ‘quantities’.  The information required by these worksheets must be provided in support of the cost estimate.  This can be achieved by completing the worksheets in full.  Alternatively, if an underlying cost model is developed, a report that presents the same information can be provided instead.  Cost estimates without this supporting information do not meet the criteria required for the business case.

In essence, the basis of every cost needs to be justified and documented – the ‘Cost Basis’ and ‘Quantities’ worksheets facilitate this objective, and are discussed below.  The Cost Basis worksheet should capture the cost for ‘one unit’, and the Quantities worksheet captures ‘how many’ units.  The spreadsheets are very generic in nature and need to be tailored to the project, as there are many different methods to calculate total costs for various elements.

For example, the cost of contractor support services might be calculated using an hourly rate (as the ‘unit cost’ in the Cost Basis worksheet) multiplied by the rate of effort (as the ‘quantity’ in the Quantities worksheet).  Alternatively, it might comprise a fixed cost plus a variable component for services based on a ‘survey and quote’ basis.  Petroleum, oils and lubricants might be based on annual historical cost data, or calculated using cost per litre (as the ‘unit cost’ in the Cost Basis worksheet) multiplied by the number of litres consumed (as the ‘quantity’ in the Quantities worksheet) etc.  Even if Rate Of Effort (ROE) is not used to directly calculate costs, it must be captured in the assumptions where applicable to facilitate analysis.

The relationships between unit cost and quantity will need to be considered for each cost element and constructed accordingly.  Once this is completed, the spread of costs in the ‘estimate’ worksheet can be computed automatically by using formulae that multiply the unit cost by the quantity profile.

For projects that have multiple ‘options’ that are essentially subtle variations in either unit costs or quantities, a single set of supporting worksheets can be used to capture the variations, and used to support multiple estimate worksheets.  If designed correctly, these two ‘smart’ supporting worksheets can support ‘n’ estimate worksheets (one for each option), as opposed to 2 x n supporting worksheets.

9.1 Cost Basis Worksheet

The cost element structure in each Cost Basis Worksheet reflects the cost element structure of the cost template it supports ie: the left-hand column of cost elements in the Acquisition Cost Basis Worksheet reflects the left-hand column of cost elements in the Acquisition Cost Template.  This is to ensure that every cost in the ‘estimate’ sheet has a supporting cost basis documented.  The information in this spreadsheet should be for one ‘unit’ eg: the cost of one helicopter.

9.1.1 Price and Exchange Adjustments

The first few columns of the spreadsheet assist converting the unit cost from the original currency in ‘then year’ dollars to Australian dollars in the ‘current basis’ via exchange rate adjustments and price escalation.  For each cost element, the following information is required (where applicable):

Source Currency

This identifies the source currency (by location) of where the costed element is actually sourced.  This is particularly important if an Australian subsidiary is selling an item that is manufactured overseas, as the price can be influenced by factors local to the supplier.

Original Unit Cost

This identifies the unit cost of the element in the original source currency eg: USD or Euros.

Year of Cost

This identifies the year the cost was obtained eg: the date of the quote.  Is the cost in ‘then year’ dollars.

AUD Unit Cost (Then Year)

This is cost of the element converted to Australian dollars using the original unit cost (in source currency) above – it is still in then year dollars ie: per the year of cost identified above.  A formula (linked to the relevant exchange rates at the bottom of the sheet) should be used to facilitate efficient and effective maintenance of the cost estimate.

AUD Unit Cost (Current Basis)

This is cost of the element in Australian dollars following escalation from AUD in then year dollars to AUD in the current basis.  The escalation is from the year of cost, and depending on how old the quote is, may require escalation over a number of time periods.  A formula (linked to the relevant escalation rates at the bottom of the sheet) should be used to facilitate efficient and effective maintenance of the cost estimate.

9.1.2 Supporting Information and Assumptions

The remaining columns of the spreadsheet provide additional information that establishes the context of the cost information, and document any assumptions made.  This information is used during analysis to validate costs.  For each cost element, the following information is required (where applicable):

Type (COTS, MOTS etc.)

This is additional information that establishes the context of cost information, and is used during analysis to validate costs.

Procurement (FMS, commercial etc.)

This is additional information that establishes the context of cost information, and is used during analysis to validate costs.

Source of Cost

This is additional information that establishes the context of cost information, and is used during analysis to validate costs eg: was the cost derived from a cost model, supplied in response to a price and availability request, or from a formal tendering process.

Reference

This is additional information that ensures the source of the cost information is documented explicitly.

Other Assumptions

This is a very important field, and should be exploited to capture as much supporting information eg: basis of the estimate, adjustments and/or assumptions that have been used to arrive at the final unit cost in current AUD dollars.

9.2 Quantities Worksheet

The cost element structure in each Quantities Worksheet also reflects the cost element structure of the cost template it supports in the same way the Cost Basis Worksheet does.  The intent of this worksheet is to capture ‘quantities’ in a time-phased profile – more columns should be added to the spreadsheet to cover the appropriate number of years starting from the current budget year.  Comments should also be annotated where helpful eg: the basis of provisioning and locations etc.  This time-phased profile will be influenced by many factors eg: operational requirements, support concepts, production capacity, manning constraints, acquisition and sustainment agreements, and of course schedules.  These profiles will determine the predicted expenditure spread.

9.3 Additional Worksheets

In many cases, particularly where a life cycle cost model is not developed, additional supporting worksheets may be required to capture more detailed information and calculations.  Example of this would be workforce considerations to calculate personnel costs, or complex spares calculations.

The Cost Basis and Quantities Worksheets only address personnel as a single line item, however in many cases the workforce aspects could be quite complex involving combinations of (permanent and reserve) military and APS staff, different pay rates for specialist skills, and various ranks and classifications.

The DECA and the Manual of Costing, Charging and Cost Recovery - Part 1 captures the many pay scales and variations in those pay scales.  Examples of different pay structures for military personnel include Specialist List, Medical, Dental, Legal, Aircrew, and Chaplain.  Examples of different pay structures for APS personnel include retained pay points.  There are also variations within ranks and classifications.

If dedicated workforce worksheets are used to address complicated workforce cases, they can be used to calculate and populate the Personnel costs in the Estimate Worksheet in lieu of the Cost Basis and Quantities Worksheets.  If this approach is adopted, a note to that effect should be inserted in the Cost Basis and Quantities Worksheets for traceability purposes.

10. Common Cost Template Fields Guidance

Each cost template resides in a separate Excel spreadsheet.  These spreadsheets utilise formulae to the maximum extent possible, and require further ‘smart construction’ by cost estimators to facilitate efficient and effective maintenance of cost estimates – they are ‘living documents’ that evolve throughout the life cycle.  The estimate created for First Pass Approval should be easily adjusted to reflect the increased accuracy required for Second Pass Approval.

The ‘Grouping’ feature of Excel (under the Data Menu) has been used to ‘roll-up’ levels of detail in the cost templates.  Formulae have been used to roll-up subordinate cost elements (by rows) in accordance with these Groups, such that the cost estimate can be viewed at various levels of detail ie: level 1 through to (in some cases) level 4.  Grouping has also been used (by columns) to ‘hide’ certain details where visibility is not required eg: if you want to view or print a cost estimate without the year-by-year spend spread, you simply ‘collapse’ the Grouping.

If additional rows or columns need to be inserted, they should be done with care to maintain the integrity of these Groups and formulae.  Inserting a column or row at the end of the grouped list can often cause problems.  Every list has ‘other’ as the last entry – inserting new rows here or above should avoid these problems.

For each cost element, the following information is required:

Group Funding

This identifies which Group will incur the cost, and facilitates funding transfers.

Expenditure Spread

This is the spread of costs over the period of the estimate, and is derived from the profiles in the Quantities Worksheet.

Total (Exc. Cont.)

This is the total cost ie: the sum of the expenditure spread – without contingency.  It is calculated automatically.

Cost Risk

This is the assessed cost risk rating ie: Low, Medium, High or Extreme.

Cont. Rate

The contingency rate is usually directly related to the cost risk rating ie: cost risk exposure is mitigated by contingency.  Typically low, medium, high, and extreme cost risk would attract 10%, 20%, 30%, and 40% (or greater) contingency respectively.  Facilities contingency is usually 50% and 30% for First Pass Approval and Second Pass Approval respectively.  However, this is a generic rule of thumb and should only be used if better information is unavailable eg: results of risk analysis should drive the contingency applied.

Cont. Amount

The contingency amount is the Total (Exc. Cont.) multiplied by Cont. Rate.  It is calculated automatically.

Total (Inc. Cont.)

This is the sum of Total (Exc. Cont.) and Cont. Amount.  It is calculated automatically.

11. Executive Summary Worksheet

The Executive Summary worksheet is to capture and present the “big picture” ie: summarise DCP costs from the details in each cost template – for each option.  Capability development costs ‘First Pass Approval’ are not presented as they are typically funded from PDF.  Summaries include capability development cost, acquisition cost, net personnel and operating cost, overall foreign exchange mix, price basis, funding by Group etc.

Note:  If and when the actual DCP provision is included in the Executive Summary, the worksheet classification becomes CONFIDENTIAL AGAO.

The type of project, number of options, similarity between options, and many other factors make it impossible to anticipate, and therefore design, a worksheet to cater for all, or even a particular, project implementation.  Accordingly, the Executive Summary worksheet needs to be tailored and linked to the Estimate worksheets developed for each option.  Linking or referencing should be maximised to ensure changes to underlying cost estimates are automatically reflected in the Executive Summary to avoid errors and to minimise maintenance overhead.

Things to consider in “pulling the cost estimates together” are many.  For example, if the options are very similar in that they are essentially subtle variations in either unit costs or quantities, a single set of supporting worksheets can be used to capture the variations, and used to support multiple ‘estimate’ worksheets.  If designed correctly, these two ‘smart’ supporting worksheets can support ‘n’ estimate worksheets (one for each option), as opposed to 2 x n supporting worksheets.  However, if the options are varied in nature, separate costs basis and quantities worksheets may be necessary to support the cost estimate for each option.

The sets of worksheets (for each option) can reside in the one Excel spreadsheet, or alternatively options (with their worksheet sets) can be stored in separate Excel spreadsheets.  Whilst the former could result in many worksheets in the one file, it does makes it easier to link through to the Executive Summary.  The latter keeps the number of worksheets per spreadsheet manageable however requires cross-file linking to the Executive Summary.

The best approach to structuring the cost estimates is largely dependent on the project.  Nonetheless, the Executive Summary information requirements, for each option, are as follows:

Project Number

This is the officially designated project number.

Project Phase

This is the officially designated project phase.

Project Title

This is the officially designated project title.

Approval Sought

This is the purpose of the cost estimate ie: to support DCP Entry, First Pass Approval (Initial Business Case), or Second Pass Approval (Acquisition Business Case) etc.

Price Basis

This is the price basis for the cost estimate eg: Budget, pre-ERC etc.

Sponsor

This is the officially designated sponsor eg: appointment, name and contact details.

Version Number

This is the version of the cost estimate eg: v1.1 etc.

Date

This is the date the cost estimate was completed.

Option Number

This is the option number and title (if applicable).

Capability Development Cost

This is the total cost to be borne by the DCP as reflected in the Capability Development Cost Template.  For the Executive Summary, capability development costs ‘First Pass Approval’ should not be presented as they are funded from PDF.

Acquisition Cost
This is the total acquisition cost to be borne by the DCP as reflected in the Acquisition Cost Template.

Net Personnel and Operating Cost

This is the total net personnel and operating cost to be borne by the DCP as reflected in the Personnel and Operating Cost Template.

Foreign Exchange Mix

This is the actual foreign exchange mix presented as a ratio, based on the source currency totals ie: USD 60% & AUD 40%.

Net Funding Requirement by Group

This is the planned funding allocation by Group.  It is automatically calculated if the Group Funding has been assigned in the associated Estimate worksheets.

Net Workforce Requirement by Group

This is overall mature net workforce requirement eg: number of extra personnel required with all offsets considered.

Sign-offs

This is a series of title blocks to record sign-off by each Group.

The Executive Summary should also include a series of graphical representations of the cost information defined above, designed specifically to compare the options eg: a graph of acquisition cost by option etc.
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