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Outline

EELV Should Cost Review (SCR)

SCR Findings

Observations/Lessons Learned

Name Organization

Karen Schaben NRO Cost Analysis Improvement Group (CAIG)

Joe Kabeiseman NRO CAIG Support

James Smirnoff NRO CAIG Support
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Useful Definitions and Terms

EELV: Evolved Expendable Launch Vehicle 

ULA:   United Launch Alliance

ELC:   EELV Launch Capability Contract 

ELS:   EELV Launch Service Contract

SCR:  Should Cost Review

CRI:   Cost Reduction Initiative
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EELV Should Cost 
Review
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SECAF Direction

SECAF as DoD Executive 
Agent for Space tasked Dir 
NRO and AFSPC/CC

Conduct Should Cost Review 
IAW FAR Part 15.407-4

Establish an authoritative 
baseline for current launch 
capacity and requirements

Identify programmatic 
requirements for EELV

Determine most probable cost 
and factors affecting EELV 
costs/availability
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What is a Should Cost Review?
EELV Effort was the first major Should Cost Review Since 1995
Existing process documents/guidance
• FAR description
• C-17 SCR documentation

FAR Part 15.407-4 Definition
• A specialized form of cost analysis

• Aimed at sole-source contracts
• Does not assume a contractor’s historical costs reflect efficient and 

economical operation
• Evaluates economy and efficiency of contractor’s existing workforce, 

methods, materials, equipment, real property, operating systems, and 
management

• Accomplished by a multi-functional team of experts
• An inherently governmental activity
• Objective: promote improvements in contractor’s economy and 

efficiency to reduce cost
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Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec

Planning

AF POM Build OSD POM

Kickoff Final Report

Team TrainingSite Visits and 
Analysis

ELC Contract 
Award / 1 Oct

SCR Schedule

Data Gathering/CRI Development 

ELC Proposal Evaluations

EAG EAG EAG 

Interim Brief

Analysis/CRI Assessment

Reporting

ELS Proposal Evaluations

EAG Paper 
Update 
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SCR Team Organization

Launch Capabilities 
Lead: NRO   Deputy: AFSC

Systems Engineering 
Program Management

Mission Assurance

Launch Facilities & 
Operations 

Overhead
Lead: DCMA

Fringe

Non - Labor

Facilities

Launch Services
Lead: SMC     Deputy: NRO

Propulsion

Primary Production 
Facility

Avionics

Propulsion Supplier 
Readiness

Contracts

Cost / Pricing

Risk / Mission 
Assurance

Reports / Deliverables

Director
Mr Poussard

Gen (Ret) Carlson
Gen Kehler

Integration Group
Lead: AF/A3 (Deputy Dir)
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Team SubTeam 3dig Approval Date Control Number CRI Ownership CRI Title

SAMPLE SAMPLE 001 1/1/2010 SAMPLESAM‐001 Supplier SAMPLE

OVHD P&W WPB 001 9/22/2010 OVHDP&W‐001 Supplier Occupancy

OVHD P&W WPB 002 9/22/2010 OVHDP&W‐002 Supplier Tuition

OVHD P&W WPB 003 9/22/2010 OVHDP&W‐003 Supplier Environmental Remediation

OVHD P&W WPB 004 9/22/2010 OVHDP&W‐004 Supplier
Voluntary Separation ‐
Severance

OVHD P&W WPB 005 9/22/2010 OVHDP&W‐005 Supplier IR&D Costs

OVHD P&W WPB 006 9/22/2010 OVHDP&W‐006 Supplier Furlough Extension

OVHD ULA 001 9/21/2010 OVHDULA‐001 Supplier G&A ‐ LM Reachback Expenses

OVHD ULA 002 9/21/2010 OVHDULA‐002 Supplier
G&A ‐ Boeing Reachback 
Expenses

OVHD ULA 003 9/21/2010 OVHDULA‐003 Supplier G&A ‐ Travel

OVHD ULA 004 9/21/2010 OVHDULA‐004 Supplier
G&A ‐ State Income Tax ‐ Atlas; 
State Income Tax – Delta

OVHD ULA 005 9/21/2010 OVHDULA‐005 Supplier
G&A ‐ Rancho Cordova 
Environmental Remediation 
Cost

OVHD ULA 006 9/21/2010 OVHDULA‐006 Supplier
OBSERVATION ‐ G&A ‐
Purchased Labor

OVHD ULA 007 9/21/2010 OVHDULA‐007 Supplier G&A ‐ Over‐Cap Compensation

OVHD ULA 008 9/21/2010 OVHDULA‐008 Supplier G&A ‐ IR&D & B&P

Team SubTeam 3dig Approval Date Control Number CRI Ownership CRI Title

SAMPLE SAMPLE 001 1/1/2010 SAMPLESAM‐001 Supplier SAMPLE
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OVHD P&W WPB 003 9/22/2010 OVHDP&W‐003 Supplier Environmental Remediation
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Voluntary Separation ‐
Severance

OVHD P&W WPB 005 9/22/2010 OVHDP&W‐005 Supplier IR&D Costs

OVHD P&W WPB 006 9/22/2010 OVHDP&W‐006 Supplier Furlough Extension

OVHD ULA 001 9/21/2010 OVHDULA‐001 Supplier G&A ‐ LM Reachback Expenses

OVHD ULA 002 9/21/2010 OVHDULA‐002 Supplier
G&A ‐ Boeing Reachback 
Expenses

OVHD ULA 003 9/21/2010 OVHDULA‐003 Supplier G&A ‐ Travel

OVHD ULA 004 9/21/2010 OVHDULA‐004 Supplier
G&A ‐ State Income Tax ‐ Atlas; 
State Income Tax – Delta

OVHD ULA 005 9/21/2010 OVHDULA‐005 Supplier
G&A ‐ Rancho Cordova 
Environmental Remediation 
Cost

OVHD ULA 006 9/21/2010 OVHDULA‐006 Supplier
OBSERVATION ‐ G&A ‐
Purchased Labor

OVHD ULA 007 9/21/2010 OVHDULA‐007 Supplier G&A ‐ Over‐Cap Compensation

OVHD ULA 008 9/21/2010 OVHDULA‐008 Supplier G&A ‐ IR&D & B&P

Team SubTeam 3dig Approval Date Control Number CRI Ownership CRI Title
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OVHD P&W WPB 005 9/22/2010 OVHDP&W‐005 Supplier IR&D Costs

OVHD P&W WPB 006 9/22/2010 OVHDP&W‐006 Supplier Furlough Extension

OVHD ULA 001 9/21/2010 OVHDULA‐001 Supplier G&A ‐ LM Reachback Expenses

OVHD ULA 002 9/21/2010 OVHDULA‐002 Supplier
G&A ‐ Boeing Reachback 
Expenses

OVHD ULA 003 9/21/2010 OVHDULA‐003 Supplier G&A ‐ Travel

OVHD ULA 004 9/21/2010 OVHDULA‐004 Supplier
G&A ‐ State Income Tax ‐ Atlas; 
State Income Tax – Delta
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G&A ‐ Rancho Cordova 
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OBSERVATION ‐ G&A ‐
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OVHD ULA 008 9/21/2010 OVHDULA‐008 Supplier G&A ‐ IR&D & B&P

Output Process

Contracts
by WBS

Data Assessment CRI Development CRI Validation

Program

ELS

ELC Work Force

Methods

Materials

Equipment

Property

Ops Systems

Management

Fringe

Shipping

Property 

Depreciation

Plant Maintenance

Plant Security

Taxes 

G&A

CRI Status

Initial Findings

Overhead

Cost Estimation 

Risk

Contract

Rigorous Process Supported by Fact Based Analysis

Teams Integration

Observations

Potential In Development Mature Validated
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SCR Site Visits 

Sample Site Visits

ELC Site Visits
ULA CCAFS FL ULA VAFB CA
ULA Denver CO Arde Carlstadt NJ 

PWR Canoga Park CA Moog East Aurora NY
Scot‐Downers Grove IL ULA Decatur AL

PWR  West Palm Beach FL EELV Program Office

ELS Site Visits
ULA Decatur AL Aerojet Sacramento CA
ULA Denver CO PWR  Canoga Park CA
ULA Harlingen TX L3 Comm Budd Lake NJ
ULA San Diego CA L3 Comm Cincinnati OH

Honeywell Tampa FL EELV Program Office
PWR  West Palm Beach FL

Overhead Site Visits
PWR West Palm Beach FL PWR Canoga Park CA

ULA Denver CO  ATK Brigham UT
Aerojet Sacramento CA

91 Personnel
69 Sites
10 Sub-
Teams
3 Months
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EELV SCR Findings
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EELV Should Cost Review Scope / Output

BASELINE

DATA

2011 2012

ELC Atlas / Delta (1 Proposal)

Existing Acquisition Strategy / Contract Type

Near Term (FY11 - 12): 8 Atlas / 7 Delta Launch Service Missions 

Mid-Long Term (FY13 - 15): 4 + 4 Launch Service Missions / Year

TEAM

16 Proposals

658 WBS Elements

69 Site Visits (Prime and Key Subs)

ULA Accounting Systems Data

300 RFIs

ELS 
Atlas (8)

ELS 
Delta (7)

Cost Reductions 
Estimates

Near Term
(FY 11 - 12) 13%

Mid – Long  Term 
(FY 13 - 15) 12%

Output

86 CRIs Near and Mid 
Long Term Impacts

9 BPIs 

80 Observations Mid –
Long Term Impact

79 Gov’t - FFRDC / 12 Contractor Personnel
14 Organizations 
10 Functional Disciplines
9 Subteams
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CRI Breakdown

Team Sample CRI’s

IT - Functional Improvement
OH

G&A  - Depreciation Cap

Reduce Unplanned Tasks, More Explicit RFP / SOW
ELC

Streamline Pedigree Review Processes

Production Cost Baseline  - Take Anomalous Data Out of BOEs for New ELS 
ProposalsELS
Proposed Material Factors

ELC
21%

ELS
18%

Overhead
61%

Percent Savings by Team
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Final Products

Comprehensive Model of EELV Launch Costs (ELC and ELS)

Final report in three volumes:
1.  Executive summary, about thirty pages

2.  Detailed write-up by each sub-team covering all activities and CRI 
analysis

3.  Supporting data, RFIs, and responses
• Over 3,000 files
• 4.7GB of data
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Observations
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Cost Estimating Observations

Lack of access to in-depth launch cost data hindered cost team

Baseline not tied to budget, thus complicating:
• Understanding CRI impacts to Government Program Office(s) budget
• Showing savings against Future Years Defense Plan (FYDP)

Use Pareto analysis to focus on the key cost drivers

Initial lack of SCR common cost reporting ground rules led to disconnects 
across sub-teams with regard to reporting:

• Savings and investments - some in TY$ some in BY$
• Which years to show savings – proposal POP, FYDP, other?
• Phasing in of CRIs – immediate vs. mid/long term

Limited focus on “most probable costs”

Portrayed Gross and Net savings to baseline 
• Easily misinterpreted savings to Government 
• Increase SPO costs not always clear
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General Observations

Sufficient high-level written direction, goals, objectives, and terms of 
reference provided
Team members qualified in their area of expertise
Solid support from team member’s home office leadership
Good Logistics – Central HQ, data sharing web site
Timely Prime and sub-contractor support and response
Active DCMA (DACO and Plant Reps) and DCAA Participation
Extensive site visit focus limited time for cost data analysis
Large team/sub-team size slowed progress; difficult to coordinate 
(e.g. travel), and communicate effectively
The level of Program Office participation makes a difference
Establishment of final report and briefing templates helps ensure 
teams’ data collection and analysis in–sync with end product
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Back-Up Slides
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OSD AT&L Memo

Page 3:
“I will require the manger of each 
major program to conduct a Should 
Cost analysis justifying each 
element of program cost and show 
how it is improving year by year or 
meeting other relevant benchmarks 
for value.

…will continue to set the program 
budget baseline using an ICE. 

ICE = …forecasts of what a 
program Will Cost based on 
reasonable extrapolations from 
historical experience
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Should Cost Vs Will Cost

FAR Based Should Cost –
• Tool to Support Contract Negotiations
• Doesn’t Assume Contractor is Operating Efficiently
• Identifies and Prices Efficiencies ( Direct and Indirect costs)
• Fact-Based Cost Reduction Initiatives for Negotiations
• Can Inform Budget Process and Acquisition Strategies

“Will Cost”
• Independent Cost Estimate
• Primarily Used for Budgetary Purposes
• Uses Parametrics and Historical Data
• Output is Earlier than Requirements and Acquisition Process

“Could Cost”
• If the Government Buys Differently… (Acquisition Strategy)

The type of review will require different objectives, organization, 
resources and processes
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