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PRICE Systems, L.L.C.

= We improve our customers overall cost management to help them increase
revenue and save money. We make our clients better estimators, improve
their bid success ratio, and deliver tremendous savings in analyzing effective
alternatives. They become confident in the costs, schedules, and risk
estimates of their business cases.

= Founded as RCA business in 1975, taken private in 1998

MAKING A DIFFERENCE FOR4O
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= Headquarters: Mt. Laurel, NJ with additional offices in DC, OH,
VA, UK, France, Germany

= Partner companies: China, S.Korea, Japan, Australia, Italy,
Germany

= Products: TruePlanning® and the PRICE Models, benchmark
databases, and services

= Education: PRICE University, training on best estimating
practices and product implementation

= 350+ customers & 12,000+ project professionals trained
worldwide
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Still Room for Improvement PPIeIC,

MAKING A DIFFERENCE FOR 40

= Over the last 40 years, creating realistic cost estimates based on
sound data and methodologies has proved an elusive goal.

— As far back as 1972, the US GAO stated that cost estimates for specific systems
were “frequently revisions of previously developed estimates and that accurate
revisions of both the original and updated cost estimates required documentation
showing data sources, assumptions, methods, and decisions basic to the
estimates.”

= Two main roots causes of project failure

— Bad estimation —inaccurate estimates overrun by optimism

— Bad project control — no integration of estimating with EVM

= G.A.O. (Government Accountability Office) stated that:

— The ability to generate reliable cost estimates is a critical function

— “Without this ability, agencies are at risk of experiencing cost overruns, missed
deadlines, and performance shortfalls”

How to improve the root causes of project failure
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Paper Focus: Better Target Costing and Bid
Validation to Improve Total Cost Management

Opportunity Pursuit Capture Bid
Assessment Decision Planning Decision

PIRICE.

MAKING A DIFFERENCE FOR4Q
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Proposal
Preparation

ROM Estimates Bid Validation

Affordability Tradeoff Estimates
Target Costing Estimates
Price-to-Win Estimates
Lifecycle Cost Estimates
Make/Buy Estimates

Ghosting the Competition

|
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Main Features of Sound Cost Estimating Systems

~
o Well

Documented
* “Findings” stored

. with estimates

._\\

e .
¢ Data-Driven Cost I
Estimating ==
."///
y :
/ Cost Estimates
/
\_ / e OT. So;;‘d Documentation ties
£ normatize estimates back to
calibrated cost data, actual cost data
f along with methods
f of collection //v \
l' 4 \7

a 4|
\ Historical data
normalized,
analyzed and
correlated to find
predictive trends.

* Emphasis on Cost
Analytics

/ Cost Estimates

traceable back to
requirements with
full audit trail.

-

/’ ™

/

/7

* Traceable to
Requirements
and Inputs
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investments in these areas

Recent benchmark data highlights the need for greater
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APMP Benchmark- Tools/Resources

MAKING A DIFFERENCE FOR 40

Association of Proposal Management Professionals (APMP)

= 100% of those surveyed reported that “Historic cost
databases” are important to success and that 87%
reported the same for “Parametric cost estimating

tools”
Perceived Importance to Success
Candidate Investments for Wery Somewhat | Mot Very | Mot at All
PTW/CATools and Resources Important | Important | Important | Important | Important
Training 46% 27% 27% 0% 0%
Targeted acquisition of tools 18% 36% 36% 9% 0%
Subscriptions to information services 6% 41% 18% 5% 0%
Historical cost databases 36% 41% 23% 0% 0%
: Parametric cost estimating tools 329% 32% 23% 9% 4%
Knowledge bases, CRM, efc. 18% 32% 36% 14% 0%

Source: APMP Benchmarks in Price-to-Win and Competitive Analysis Capability. Howard Nutt
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APMP Benchmark- Commonly Used Tools

MAKING A DIFFERENCE FOR 40

Association of Proposal Management Professionals (APMP)

= 40% perceive Parametric Modeling as important for success while...

= 80% commonly perceive “Custom Excel spreadsheets” as important for
success while another report says that 88% of spreadsheets have
errors according to MarketWatch!

Perceived Importance to Success
50%

FTW/CA Process Element 10%
Custom Excel spreadsheets

il
=
=
S
=

90%

Knowledge management tools (e.g., SharePuoint)

INPUT (market intelligence reporting service)
FOIA (Freedom of Information Act)

Should-cost models, as used by customer

‘ PRICE model (parametric cost estimated software)
Fedspending.org (budget tracking service)

Customer relationship management (CRM) tools

Eagle-Eye (market intelligence reporting semvice)

Tl

E-Pipeline {(market intelligence reporting service)

http://www.marketwatch.com/story/88-of-spreadsheets-have-errors-2013-04-
177?siteid=nwtpm.
Source: APMP Benchmarks in Price-to-Win and Competitive Analysis Capability. Howard Nutt
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http://www.marketwatch.com/story/88-of-spreadsheets-have-errors-2013-04-17?siteid=nwtpm

Case Study: Improving Contractor Project Bid Accuracy 2484 9.
& Confidence - SpaceCo 42

= The Situation

— Contractor has a history of cost overruns and lost bids
— Customer and Management lack confidence in bids

— Bottom-up, engineering judgement used for project bid estimates, not
collaborative, consistent or organized

— Top-down, parametric estimates eliminate over optimism, but it is difficult to
reconcile since cost element structures do not match

= The Improvement

— Cost framework with tools that enable organizations to set and manage the
Baseline program from the starting point to the end

— Based on the consistency throughout the whole life cycle program on the:

* Mapping of Product breakdown structure to the work breakdown structure
* Avoid the gaps:

— Structures

— Resources

— forecast

— Processes
Budget
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SpaceCo Bid Process BEFORE

e
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SpaceCo Bid Process BEFORE (tools used) PRICE:

MAKING A DIFFERENCE H)R4O

- e Homemade
AN macro Excel
( To be estimated ) WBS 1 Bid
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—
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Cost Management Evolution PIICE.

MAKING A DIFFERENCE FOR4O
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Parametric Cost Engine Cost Management Solutions Framework

s P ric =\

Estimating
Syvtem
T PRICK, SEIR,

Corporate data base & Workflow: coporte metrics & product fine metrics

1o wPick, Smnrt Cove, SharePaint, ENOVIA

You as an Estimator You as a Cost Management Leader
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Cost Management Example
SpaceCo AFTER

-

Parametric
Estimating
System
le: PRICE, SEER,

Top Down
estimation
product

Mapping
Automation

ie; Excel,
TrueMapper

Mapping
module

Crosscheck
Estimation

module

~
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Management
module

Bottom Up

Estimation
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Corporate data base & Workflow: corporate metrics & product line metrics
le: ePick, Smart Core, SharePoint, ENOVIA




Typical Estimating Product Cost Breakdown Structure /PfPICE.

MAKING A DIFFERENCE FOR4O
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SpaceCo Estimating Bottom-up WBS

PRICE.

MAKING A DIFFERENCE H:)R4O
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Bottom-up Estimating to WBS PIPICE.
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Mapping among PBS, WBS, OBS, and other BS PIPICE.

MAKING A DIFFERENCE FOR4O
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Mapping
module

Top Down

estimation
product

Cross-check

Estimation
module

S

Project
Product Model Generic WBS

A
Customer Project WBS Activities

HEHERRER

- System

Activities

Assembly
Assembl
E - activities

HW /SW HCW/SW
Component omp.

& Cots & COTS
Activities
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Mapping Automation Helps
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Bid Validation

Reconcile Top-down data-driven estimate with Bottom-up Engineering Judgement

PIRICE.
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Bid Validation

Comparison of Data Driven & Bottoms Up Methods

MAKING A DIFFERENCE H)R4O

Parametric Estimates Detailed Build-Up Estimates*

Top down

Less detail

Based on performance metrics
Less labor intensive

Quicker

Ease of trade-offs analyses
Parametric database

Not always accepted

“Black Magic” aura
dispelled with data-driven

Generally more disciplined

Standard methodology
Independent

Done by trained analysts

Captures totality of past programs

Source: Joe Hamaker

Bottoms up

More detail

Based on time and material
Labor intensive

Time consuming

Trade offs need details
Performance standards
Accepted method
Generally understood

More susceptible to distortions
—  Optimism/Pessimism
— Special interest/buy-in
— Done by managers/engineers
— Missing
* “l forgots”
e Unknowns

*AKA “labor-material build up”, “grass roots”, “bottoms up”
“engineering estimates”
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Cost Management Evolution

ACEIT

O
e
X9 xe?
02 X
<

Top Down
estimation
product

(- Parametric 2 Mapping
Estimating Automation
System
le: PRICE, SEER, ie; Excel,

TrueMapper

Mapping
module

Crosscheck
Estimation

module

\

WBS
Management
module

Botiom Up
Estimation
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Corporate data base & Workflow: corporate metrics & product line metrics
le: ePick, Smart Core, SharePoint, ENOVIA




Main Use Cases after three years

= Target Cost definition, ROM, Quick estimates

= Firm Fixed Price

= Cost challenging and optimization

= External benchmark

= Complex solution or organization, low maturity
= Business as usual / Product lines

= Easy comparison of various scenarios

= Detailed risk analysis

= Commitments

Complementary Approaches
to Improve Estimates Challenging and Confidence

PRIC.

MAKING A DIFFERENCE FOR 40

Top Down  Bottom-Up
approach  approach

v
v
v
v
v
v
v
v
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Benefits of Bid Verification/Validation

MAKING A DIFFERENCE FOR 40

= Consistent use of Bid Verification/Validation methodologies avoids
over optimism

— Unbiased metrics from measured benchmarks

— Provides consistent and credible link to Price-to-Win

= Persistent link between “as built” Product Breakdown Structure
(PBS) and “reporting” Work Breakdown Structure (WBS)
— Reveals missing or inconsistent estimates

— Reconciles Data-Driven estimates with grassroots estimates
— Mitigates Risk

= Unifies “Top Down” Parametric Estimating with “Bottom Up”
Grassroots estimating.

— Creates “buy-in” across the organization

— Minimizes errors and omissions
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SpaceCo Business Impact

MAKING A DIFFERENCE FOR 40

= Qualitative Benefits:
— Efficiency — faster cycle time to reconcile estimates, changes, excursions
— Compliance — final estimates match company WBS

— Quality — standardized methodology across SpaceCo domains keeps the level of
estimates at the highest quality possible based on local historical data

— Credibility — Parametrics generates defensible estimates based on historical data
mined in-house, reconciliation addresses any variances from past performance.
Over-optimism is quickly and easily identified

— Accuracy — improved accuracy of cost estimates and funding requests

= Quantitative Benefits:

— Business Growth — winning more business
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Implementation Principles

MAKING A DIFFERENCE FOR 40

1. Keep the same global process
2. Keep the current experts in place

3. Target Costing: Add data-driven parametric estimation at
the concept phase to give department estimation experts
compliant target costs

4. If one does not exist, install a bottom-up estimating tool to support & improve the bid
process

5. Manage the WBS dispatch & compliancy

6. Attach the work package description & estimation methodology per WBS line

7. Archive the detailed WBS estimation

8. Bid Validation: Compare the top down & bottom estimation at the work package level

9. Build a corporate data base to support data-driven estimating
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Implementation Lessons Learned

MAKING A DIFFERENCE FOR 40

1.  Must have sponsored at the board level (>=VP)

2. Must have a dedicated team who knows the
different cost management solutions (Cost
Engineering Team)

3.  Must set a realistic and targeted road map to deploy
the advanced solution

4.  Must be aware of the change management part in
the implementation approach

5. Must have a strong project/program management
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Summary

MAKING A DIFFERENCE FOR 40

= You can improve Total Cost Management by:
— Improving estimating accuracy
— Reconciling data-driven, top-down estimating

— Estimating early and often

= Reinventing your Cost Management in this way involves:
— Commitment
— Effective, but minimal change
— Selecting the right interoperable tools

— Integrating tools to automate the process

= The Payoff is dramatic
— Higher win rates
— More confidence among customer, management, and project execution

— Greater efficiency in target costing and bid production
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YEARS

Q&A SESSION

Georges T Teologlou

Vice President and Head of PRICE Systems International

Anthony A DeMarco
President, PRICE Systems

Georges T Teologlou Anthony A DeMarco

PRICE® Systems International PRICE® Systems, L.L.C.

18 rue Horace Vernet 17000 Commerce Parkway — Suite A

Issy les-Moulineaux, Paris 92136 Mt. Laurel, NJ 08054
Office 011.33.147.657633 Office 856-608-7214  Mobile 856-261-0908
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