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Context

Managers in the Defense environment, particularly in Operations, focus on what did happen 
rather than what will happen; the focus is on daily issues rather than future planning

Last year Booz Allen present the topic “Business Modeling: Cost Analysis in the Operations 
Environment,” developed after several years of work with a particular defense client

– Proposed a new role for Cost Estimators who are not supporting acquisition programs
– Recommended the use of performance metrics to manage cost, measure fiscal 

efficiency, and provide a quantitative assessment of Operational health
– Integrate quantitative measures into dashboards that display status

This year, we propose the same of quantitative dashboards can provide real-time indicators 
of risk

– Concepts such as dashboards, metrics and alerts are common in some industries – how 
can this be adapted for DoD cost risk?
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Why is real-time risk needed – discuss current segmentation 
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Business Modeling as a solution
To add value in a timely matter, analysts can apply quantitative skills to generate innovative 

models for operations divisions used to monitor leading risk indicators
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Operations divisions need 
objective, data-driven models to 
illustrate normal operating modes, 
satisfy service-level objectives, 
efficiently use resources & 
minimize spending, and 
proactively mitigate risks 
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Dashboards provide an automated method of aggregating risk
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Different processes for different environments

Acquisition 
planning

Production and 
Operations

Traditional methods of risk management are 
still applicable

• Risk Matrix
• Mitigation plans
• Waterfall/burndown charts

Operational data sets and relative lack of 
Federal mandates allows for more flexibility

• Dashboard approach
• Near real-time delivery of risk status
• Less structure (e.g. no Risk Review Boards)

Contract Close 
out 

DFAS JAIQCAC Period Covered 7/1/2009 To 9/30/2009

Goals Risks Inherent Risk 
Rating

Controls Control 
Frequency

Control Risk 
Rating

Control/Goal 
Standard

Evaluation Method Evaluation 
Frequency

Evaluation Results

Office or Branch 
Functions  (include only 
those functions that are 

vital management controls)  

What happens if the 
function was not 
performed?  There 
can be more than 
one risk for each 
control.

(The susceptibility 
of a material 
misstatement 
assuming there are 
no related internal 
controls.)  HIGH - 
Susceptibility for 
misstatement exists 
and could impact 
financial 
statements.         
LOW - Material 
financial 
misstatement would 
most likely not 
occur.

How do you ensure 
the goal is being 
performed?  There 
can be more than one 
control for each goal.

How often is 
the control 
performed?      
Each                
Daily        
Weekly       
Monthly      
Quarterly       
Other            

Must specify 
either Low or 
High.                
Low - controls 
WILL prevent 
or detect any 
aggregate 
misstatements.    
High - controls 
will PROBABLY 
NOT prevent or 
detect any 
aggregate 
misstatements.    

Laws, desk 
procedures, 
management 
directives, public 
laws, DFARS, 
etc.  (Identify by 
title, number, 
volume, etc.)

Describe how the 
evaluation will be 
performed and what 
will be evaluated.      
Doc. Analysis 
observation 
Interview 
Measurement 
Trans. Testing 
Questionnaire  
Statistical sampling  
Judgemental 
sampling            
100% review 

How frequently 
is the evaluation 
performed and 
documented?      
Daily           
Weekly           
Monthly         
Quarterly        
Semi-annual        
Annual

Show the results from testing the vital management 
controls and maintain documentation for at least two 
years.  Must include the period covered, universe size, 
sample size, evaluation results, and whether the results 
were acceptable or not.  Include corrective actions and 
date implemented if results are unacceptable.

1. Research Q-Final 
Listing to determine 
reason for remaining 

funds. Take 
appropriate actions to 
remove excess funds 
in order to close out 

contracts.  The 
acceptable rate is 95%

1. invoices are not 
disbursed timely. 2. 
Interest may occur 

against overage 
invoices. 3. There 
may be quantity 

variation errors in 
the MOCAS 
database. 

Low !. Annotated Master Q-
Final Listing. 

Daily Low Management 
Directive, DP205

A 50% review of 
annotated Q Final 
Listing. 

Quarterly During the period of October, November, and December 
2009, 50% of the 2840 Q-finals were reviewed. There were 
12 errors detected during the quarter. Results are at 
acceptable level per the Timeframe/Goals. 
Documentation is available for review. The 12 errors is 
.84% of the 1420 documents reviewed. The results are 
acceptable.    

2. Ensure all Transfer 
In and Out actions are 

initiated within 24 
hours of receipt of 

documentation. The 
acceptable rate is 95%. 

1. Contractor 
payment is delayed. 
2. Interest accrued 

on invoices. 3. 
Possible duplication 

of payments by 
multiple payment 

offices.  

Medium 1. Maintain and 
monitor Transfer In/Out 
adjustments required 
through DTL

Daily Low Management 
Directive, DP205

1. 100% Review of 
DTL for completed 
actions. Forwarding 
of manual transfer 
actions to systems 
for reflection in EDM. 
3. Monthly duplicate 
contract listing 
worked as expedite. 

Quarterly During the 1st quarter  2010 there were 96 transfers. There 
were 37 Transfer In with 25 outstanding certification 
requests. There were 59 Transfer Out requests with 22 
outstanding . All transfers during the quarter were not 
completed within the projected competition date. Results 
are not at an acceptable level per the 
Timeframe/Goals.Documentation is available for review. 
The 47 outstanding Transfers represent 49% of the total 
transfers. The outstanding items are for this quarter are 
still in process or waiting additional documents from the 
previous payment office.    The DTL will be monitored 
daily for rapid turn around on pending transfers both in3. Ensure 100%  of     all 

users obtain 
    only the 
   authorized system    
access required 
    for their job 
    position

Unauthorized access 
will allow user to 
fraudulently access the 
various systems 
impacting contractor 
payment.

High Supervisors  provide 
written request for any 
personnel changes 
necessitating system 
access changes.

As needed Low  Management  
Directive

Database Query 
obtained from TASOs

Quarterly All current accessed were validated for the 1st quarter against a 
Cognos Report obtained from Systems. The accesses of the 8 
technicians and the 1 Lead were validated and a signed copy was sent 
to Systems for record purposes  This goal is at the acceptable level.

4. Ensure the necessity and 
accuracy of 100%  
adjustments used in the 
close out and transfer of 
contracts. Ensure proper 
review and approval exists 
for all adjustments. 

Invalid adjustments 
could provide erroneous 
determnation/reporting 
of contract obligations 
and disbursements thus 
allowing  improper and 
possibly antideficiency 
payment issues.

Medium Adjustments to MOCAS 
and other agencies cannot 
be made without two 
reviews by the Lead and the 
RCRA,  and approval in 
SCRT by the RCRA.

Daily Low Management 
Directive, DP205

The Lead reviews all 
adjustment packages 
and either returns them 
to the tech for 
correction or forwards 
them to the RCRA for 
review.  If the RCRA 
approves the 
adjustments they will 
then be released 
through SCRT.

Quarterly During the 1st quarter 2010, there were 12 adjustments submitted 
and completed. There were 0 errors on the adjustments. This is 
within the acceptable limits for this goal.

 Prepared  Frank Sergi Date:: 10/15/09  

Reviewed:  Patrick Tiu Date; 10/15/09:   

Approved: Debra Yates Date:   
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How to do Real-time Risk– a proposed dashboard view
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Dashboard elements
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Risk matrix to support dashboard on previous slide

Metric Relation to Cost Sample risk statement Risk threshold 
calculation method

Volume of units of 
work on hand

Measure of potential revenue; 
quantity impacts variable costs

The volume of work has significantly exceeded (or 
fallen below) historical levels, which is likely to result 
in a mis-alignment between personnel and work on 
hand. If resources are not shifted to support (or 
shifted away from), this team is not likely to meet 
performance goals. 

+/- 2 standard deviations 
of 60-day historical levels

Overage (late) FMFIA control; Estimates impact of 
performance on interest charges

The volume of late items is above/below historical 
norms. All resources must focus on eliminating 
overage or interest charge will occur. 

Late items / Total > 2%

Turnaround Time
Measures the efficiency of 
resources with direct impact on 
variable costs

TAT has exceeded normal thresholds and cost per 
unit will increase if not addressed immediately.

< 90% of units cleared 
within 5 days

Efficiency Ratio
Measures the efficiency of 
resources with direct impact on 
variable costs

Efficiency Ratio is below threshold Below 90% for three days

Rework
Rework has a direct impact on 
variable costs (rework is a 
manpower cost driver)

Rework has increased above the 3.5% threshold 
and will result in increased unit costs if not 
addressed. 

Above 3.5%

Invoice Pipeline Measure of potential revenue; 
quantity impacts variable costs Next 500 unit day is 3/31 Count of units required per 

day
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Measure potential risk items by identifying Leading Indicators

Most daily operational data related to volume of the work on hand and the current performance 
of the team can serve as a Leading Indicator

In economics, a Leading Indicator is a measurable factor that changes before the economy 
starts to follow a particular pattern or trend. 
– Risk managers can examine internal and external operations for indicators of potential risk
– Business Intelligence systems can provide quantitative risk data and measure against defined 

criteria automatically

Production and Operational environments are full of leading indicators.
– Season: year-end results in a volume surge
– Personnel: Low experience levels result in rework
– Volume: quantity on of work units on hand affects entire system
– These indicators are not always accurate, but are useful in predicting changes.
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Application: Satellite Operations Example

Index

# of requests backlog:  3568

Variable cost/image:  $44.15

Operating Resources

Timeliness

Productivity

Quality

Volume Click for Risk Detail Images processed today:  460

Downlink accuracy:  100%

Images processed / Analyst:  21

Uploaded within 24 hours:  99.2%

Qty Intel Analysts today:   22

Qty Vehicle Techs today:   8

Terabytes transmitted:  35.4

If the team does not process 700 units today, the cost per image is likely to be above target of $30.00.    Risk Statement

Presented at the 2011 ISPA/SCEA Joint Annual Conference and Training Workshop - www.iceaaonline.com



12

Real-world example
This dashboard measures small team 
operations for an invoice certification team

IBM Cognos browser-based software 
directly queries the legacy system 4x per 
day and displays metric data via an 
internal web page

Supervisors review dashboard status daily 
on an internal web page. 

– Risk statements appear in an 
automated Alert Bar

– Leading indicators help supervisors 
identify risk before cost impacts occur
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The Right Environment: Where is it applicable? 

Business intelligence software:
– Tech advances present risk managers an 

increased ability to identify and quantify risks 
to control cost growth 

– Enterprise Resource Planning systems and 
Business Intelligence tools are risk information 
sources, but use is not widespread across 
DoD 

– Toolsets provide cost and risk analysts with 
real-time status of operational processes, and 
careful tracking of leading indicators puts the 
risk analyst in a data-rich position

– Risk managers should use these tools to 
measure and report on the status of leading 
indicators that measure cost, timeliness, 
workload, quality, and productions levels within 
operations
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Contact information

John Teal 
– teal_john@bah.com
– 719-661-9541
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