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PROGRAMME OVERVIEW

1.
The Levene Report on Defence Reform recommended that financial management throughout the Department should be strengthened so there becomes more focus on outputs and understanding true costs.  The resultant operating model has given greater delegation to the Front Line Commands (FLCs) so budgets are aligned to responsibilities, providing stronger incentives on budget holders to manage within available funding.  Key to achieving this is agreeing a balanced and affordable plan that is properly costed, having transparency of information and holding individuals to account for performance.  To achieve this Head Office and FLCs must be clear about the outputs each FLC is expected to plan and deliver over the longer term, with PUS and the TLB holder agreeing that those expectations are achievable within the budget agreed.

2.
MCOCS is a response to this recommendation.  It has developed a pan-Defence Line of Development (DLOD) methodology for costing Military Capability output, defined as Committed Forces, Force Elements at Readiness and Supporting Reserve Forces; a cost model containing an ever maturing and comprehensive DLOD cost base; and the expertise to exploit it in support of FLC and wider Defence decision making.  In May 12, with the support of PUS and DG Fin, the 2* Steering Group endorsed proposals to create a core output costing capability for Army HQ which resulted in the re-location of the output costing team from DE&S Abbey Wood to Army HQ Andover and the award of a technical support contract for 30 months from December 12 to June 15.  The principal objectives were to upgrade the cost base to ensure it is FF2020 compliant and quality assured by the DE&S Cost Audit and Assurance Service (CAAS) in advance of the 2015 Strategic Defence and Security Review (SDSR).  The programme is on course to achieve this.

3.
To fully exploit the MCOCS cost model in support of SDSR 15 the technical support contract needs to be re-let.  Without this capability Army HQ will have limited ability to investigate the full cost implications of SDSR 15 proposals or options.  The value of this capability has already been demonstrated by the significant volume of strategic cost studies the team is currently undertaking in preparation for the review.  To minimise disruption on what are challenging but achievable objectives, the SRO Army HQ D Res agreed that the technical support contract should be re-let for 2 years with an option to extend for a further year subject to need and performance.  The current team is a combination of MOD civil servants, Army management accountants and technical support for skills that do not currently exist within the MOD.  These technical support skills need to be established through recruitment and knowledge transfer during Phase 5 of the programme; whilst MOD continues to transform in response to the new Defence Operating Model and MCOCS continues to mature.  In the medium term, post SDSR 15 and before the exercising of the contract option, the skills mix will need to be reviewed to ensure it remains fit for purpose, appropriate for the need and value for money.  In the short term a change of strategy prior to SDSR 15 would be counter productive.  However creation of an in-house output costing capability to manage business as usual is the strategic outcome of the programme.  It is a technical support team to deliver this, working in partnership with MOD personnel that will embrace partnering behaviours and values that is sought through this FATS contract.

STATEMENT OF REQUIREMENT FOR MCOCS FATS TECHNICAL SUPPORT

INTRODUCTION

4.
With MCOCS having successfully developed a pan-Defence Line of Development (DLOD) output costing capability for Military Capability, supporting Reserve Forces and Key Enablers, there is a requirement to transition the current capability to Business as Usual (BAU) through further development of the cost model, continual improvement of data management, creation of an in-house MOD capability and implementation of the federated users concept so it may be further exploited in a controlled manner in support of Command planning and programming.  

5.
To achieve this, a core programme technical support team will be required to: conduct routine exploitation of the cost model in support of Army and wider Defence enquiries and queries; conduct further cost model development; sustain the currency and CAAS accreditation of the MCOCS DLOD cost base; train, quality assure and license federated users including coaching, mentoring and provision of centralised support service  to sustain the capability through life.

6.
Tasks for the core programme team will include:

a. The provision of data and cost analysis expertise to support cost studies and strategic change initiatives resulting from SDSR 15 decisions and associated direction.

b. Provision of costings, identification of opportunities and quantification of change benefits in support of a sustainable Army Cost Reduction Strategy and Cost Studies authorised by the Steering Group.

c. To maintain the availability of an easily exploitable military capability and DLOD cost base that is responsive to stakeholder request for cost advice and information as a CAAS assured source of reliable Defence cost information.

d. Coaching and mentoring ‘federated users’ based in other TLBs including assessing their competence to use the cost model, authorising and controlling their access.

e. The provision of systems development PM expertise to continuously improve the MCOCS cost model through life including the identification and implementation of process automation opportunities.

f. The through life development of the DLOD price books and DLOD service delivery demand data that provides coverage from SDSR 10 to at least three further Defence Reviews beyond SDSR 15.

g. Transition of data into a format that will support the migration of the cost model from Excel format into a more sustainable and efficient MIS
.

TECHNICAL SUPPORT DETAILED REQUIREMENT

INTRODUCTION

7.
This section of the SOR describes the timescales for service provision and the core programme deliverables to achieve the programme strategy, vision and outcome (see Annex A) of transitioning the current contractor supported output costing capability based in Army HQ to BAU based upon a core MOD team with some technical support but only where it is demonstrated that it would not be value for money to recruit or develop such skills in-house.
REQUIREMENT
8.
The key requirement is to ‘operationalise’ the MCOC methodology and cost base for Army HQ and other federated Defence users by continual improvement through life in a controlled environment that improves functionality and reliability to suit stakeholder needs 

9.
In providing this service the contractor will be required to deliver exploitation requests of a routine enquiry nature.  The contractor must expect that the technical support team provided will be fully integrated with MOD members of the output costing team including those provided through alternative contractual arrangements.

TIMESCALES

10.
To achieve this technical support is required to exploit, develop and maintain the MCOCS cost model for Army HQ and Federated Users in other TLB’s for a period of 24 months with an option to extend for a further 12 months based on performance and MOD needs.  However, to mitigate the risks associated a possible change of contractor all bidding contractors will be required to mobilise from contract award and deliver a fully operational technical support team transition within 30 days.  The key measure of success of this transition will be the maintenance of seamless service delivery to MCOCS programme clients with no disruption caused by the commercial re-let process.

CORE PROGRAMME DELIVERABLES

11.
Based on Acquisition Operating Framework (ASG) TLCM principles, the Cabinet Office Managing Successful Programmes (MSP) guidance and PRINCE 2 principles the primary deliverables of this task are:

Further Development of the MCOC Cost Base

a. Production of the cost model architectural framework in MODAF, including documentation of the business rules (processes and procedures), data model and information flows that support the pan-DLOD output costing methodology developed during LEMCOCS Phases 0 to 4.

b. Controlled improvements to the cost model including actions resulting from the CAAS Validation and Verification (V&V) of the cost model components as contained in the CAAS reports and the teams development log.
c. Production of a User and Systems Requirements Documents for an improved MIS to host the cost model together with Initial and Main Gate Business Cases to secure the capital investment and all supporting documents including CONEMP, Cost / Benefit Analysis, Investment Appraisal and Options Assessment.

d. Working with Army HQ Management Information Branch build a data warehouse to provide the capability to collect all data inputs, data outputs and perform data analytics to produce various types of reports for stakeholders and federated users.

e. Transform the costing tools in line with the cost model architecture in a non-disruptive and managed manner.

f. Transformation of the commercial database to improve its alignment to the MCOC master dataset (SDS+) and the ability to meaningfully exploit the data contained within it.

Cost Model Management
g. Maintain the functionality, operation and integrity of the MCOCS cost base including its verification and validation certification whilst implementing further developments of the cost model.
h. Annual Budgeting Cycle (ABC) compliant data refreshes of cost model components to a rolling programme so that all cost model components have been refreshed by the end of this contract term in order to ensure currency of cost model outputs to support stakeholder requirements for exploitation of the MCOC cost base.  The update is to be performed in parallel to data control points in order to minimise disruption to the progress of exploitation studies.  

i. Maintenance of the change control process to manage and record changes to the cost model and where fundamental changes have been made, to obtain external V&V.

j. Provision of access to a suite of standard reports hosted within a controlled environment for federated users to enable them to perform their own output costing activities in order to protect the functionality and integrity of cost model components including the source data from which they have been developed.  

Skills Development and Knowledge Transfer

k. Development of the business rules, processes and procedures for accreditation and licensing of federated users, in collaboration with stakeholder community of interest.

l. Implementation of the business rules, processes and procedures for accreditation and licensing of federated users.

m. Production of a people strategy for the recruitment and up-skilling of an in-house output costing team to replace the contracted technical support team.

n. Implementation and management of the people strategy leading to its successful delivery, which will achieve completion of the people component of the programme’s vision statement.

o. Working with CAAS to ensure a core MOD member of the MCOCS team obtains CAAS certification as a cost model assurer.

Exploitation of the Cost Base

p. Exploitation of the cost base to support routine enquiries from stakeholders.

q. Costing support to CSR, SDSR 15 and the ABC options process for Army HQ in the form of pan-DLOD costing reports (4 per year) to inform Army transformation and cost reduction programmes.
r. Analysis of DLOD demand for products and services and their costs pan-Army based on forecasts of future Defence demand for Army outputs.
s. Scenario modelling in support of cost reduction strategies.

OPTION PRICES

12.
During MCOCS Phase 4 a number of strategically important and operationally significant exploitation studies were undertaken to inform Departmental decision-making, strategy development and capability planning.  The programme benefits were many including using these studies as development opportunities to mature the MCOCS cost base.  This strategy proved successful during a period of austerity and limitations on the availability of public funding but required fine programme management to de-conflict priorities whilst maintaining performance and productivity.

13.
Going forward to reduce such tensions the core programme focus for Phase 5 will be achievement of the programmes vision statement and successful transition to BAU.  Exploitation studies will require additional stakeholder funding and discrete project resources which will be required to be provided at short notice to suit stakeholder needs and demands.

14.
For the past 2 years there have been annual programmes of exploitation studies and projects, with the programme for FY15/16 rapidly maturing.  Requests for exploitation studies received to date which would need to be supported by the sponsor with appropriate resources either individuals, funding or a combination of both include:   
a.
Capability Planning. Costing support to JHC, for sustainment of air manoeuvre mobility and lift (heavy) capability out to 2060. 
b.
Logistics DLOD - Medical Support.  Development of medical support costs and rates for military personnel post operations for the Surgeon General in collaboration with Kings College London.

c.
Training DLOD – Individual Training.  Pan-Defence implementation of the MCOCS approach to costing individual training in support of Head Office and FLC individual training policy development and cost reduction strategies.

d.
Training DLOD – Collective Training.  Further development of the MCOCS collective training cost model in support of implementation of the Army Strategy Training work-stream and Sustainable Cost Reduction strategy.

e.
Infrastructure DLOD.  Continued support to the Defence Infrastructure Joint Committee, FLC Infrastructure Organisations, the DIGA and DIO in relation to the Defence Infrastructure Footprint Strategy and Repatriation of infrastructure funding to Customers including the FLC’s.

15.
In addition opportunities may arise for deep dives into the Logistics and Information DLOD’s following the approach adopted by the team in FY 14/15 for Equipment and Infrastructure.  In order to be able to respond option prices are required to deliver the requirements enclosed at Annexes B to H.

APPROACH

16.
To deliver these tasks, a technical support team is required with experience in, and a working knowledge of, capability management processes and procedures, output costing, defence training, equipment support, infrastructure and logistics.
17.
A firm price is required for the tasks listed above.  The price should include provision for: 

a. Stakeholder briefings.

b. Stakeholder working groups.
c. Data gathering including one to one and group sessions.

d. Monthly progress reports and review meetings at various stakeholder locations.
e. Prioritising tasking of team resources for approval by OCT TL, scheduling leave and training etc. in order to minimise the impact on deliverables and outputs.

f. Maintenance of the benefits log and tracking regime to demonstrate the financial benefits of the programme to Army HQ and the wider Defence are at least 3 times greater than the costs of the programme.

g. All resources required to complete the task.

18. The team will be co-located with the Output Costing Team in Army HQ Blenheim Building, Marlborough Lines, Andover, Hampshire.  
19.
The firm price is to be supported by a detailed proposal by deliverable that includes details of project delivery schedule in the form of a Gantt chart indicating personnel levels, skills sets, guaranteed minimum person days and risk allowances together with any specific information and knowledge management needs or assumptions including sub-contract prices and main contractor margins.
TIMESCALES

20.
After a 30-day transition period, the task will last for 2 years.  Subject to satisfactory performance and MOD needs, the option to extend for a further 12 months may be exercised.  Payments will be linked to outputs, performance and satisfactory delivery linked to the project schedule proposed by the contractor.

BENEFITS
21.
In an era of financial pressures on public spending and budgets, output costing provides many benefits for Army HQ including:  
a.
The management of budgets from a position of confidence generated by an improved understanding of the cost of military capability outputs and the ability to use this information to inform decision-making.

b.
More flexible and agile resource planning, budgeting and management based on identification of fixed and variable components of costs pan-DLOD.

c.
The capability to flex resources across DLODs and demands on other Defence TLBs in response to changing Defence priorities and operational demands.

d.
A clear and direct relationship between FE and resources required to provide them at the required readiness states for operations overseas and standing commitments.

e.
The ability to articulate the impact of policy and resource decisions on Defence Final Outputs including the ability of the Army and other FLC’s to generate FE in support of land commitments and FE@R in support of operations overseas.
f.

Costs produced on a consistent basis using a single source of truth provided by the MCOCS cost model.

g.
A basis for costing which can be used by Head Office, DE&S and FLCs to construct balanced and affordable programmes.
h.
The potential to explore a number of hypotheses by running scenarios on the cost model to determine likely costs or savings for adopting alternative strategies.

GOVERNANCE

22.
It is anticipated that the steering group chaired by Army HQ Director Resources will continue.  Terms of Reference and membership may be revised to suit the task in hand.  

23.
There is also a Stakeholder Working Group (SWG) chaired by OCT TL that manages more routine matters including the collection and provision of data.  The SWG aims to meet on a quarterly basis.  Individual exploitation projects may also require there own SWG to govern delivery.

CONCLUSIONS

24.
MCOCS has demonstrated that military capability output costing is possible.  This has raised awareness of its potential and obtained support from senior management including the Secretary of State.
25.
Delivery of the key requirement will produce an output costing capability for Army HQ performing as an intrinsic component of Army Business supporting Army planning and programming.  The technical support tasks described in this SOR will improve the knowledge base within Army HQ so that understanding the cost of Army outputs becomes part of routine Army HQ procedures.  Successful implementation will enhance the ability of Army HQ to align resources to output, improve control of expenditure and balance the budget, key benefits in times of financial constraint and transformational change.
Annexes:

A:
Programme Strategy

MCOCS Projects

B:
Sustainment of JHC Air Manoeuvre Mobility & Lift (Heavy) Capability

C:
Logistics DLOD – Medical Support Price Book  

D:
Training DLOD – Implementation of MCOCS Approach across Defence  

E:
Training DLOD – Collective Training 

F:
Infrastructure DLOD – Its Use and Costs  

G:
Information DLOD – Deep Dive 

H:
Logistics DLOD – Deep Dive
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PROGRAMME STRATEGY

BACKGROUND

1. Resource management.  For a number of years since the implementation of Resource Accounting and Budgeting, Defence has not managed to align resources to outputs, preferring to concentrate on the management of input funding, budgets and accounting for expenditure.  As a result, decision making within Defence is hampered by an inability to understand the true cost of Defence final outputs, specifically Forces committed to standing commitments, Forces generated for operations overseas, supporting Reserve Forces and Force Enablers.  

2.
Genesis of MCOCS. To address this issue a number of studies were commissioned:
a.
Better Understanding Defence Spend.  In Aug 09 DG Fin sponsored a study to examine the ability of Defence to understand expenditure from a DLOD perspective.  The study concluded this was possible and made recommendations for further improvements.

b.
Understanding the Cost of Land Forces Outputs. In Nov 09, CinC LF directed that a pilot study should be completed to better understand the pan-DLOD cost to Defence of six LF sub-unit level force element outputs. Led by D Plans and delivered by MAS(A) this study was supported by Head Office and DE&S programme support offices.  It reported in May 10 and highlighted those areas of DLOD costs covered by the Land Forces TLB budget at that time.        

c.
Through Life Capability Management (TLCM).  Concurrently as part of the work to embed TLCM in the acquisition area, Head of Capability (HOC) Deep Target Attack (DTA) launched a capability review of the Land Forces Engagement (LFE) programme, an outcome of which was a pan-DLOD model to cost LFE military capability, defined as Royal Artillery Force Elements, supporting Reserve Forces and Key Enablers.  All these studies came to the conclusion that it is possible to cost pan-DLOD Defence Military Capability output and formed Phase 0 of the programme. 

3.
LEMCOCS Phases 1 to 3.  Encouraged by this success, LEMCOCS was launched jointly by the Army and DE&S in Feb 11 to determine whether the methodology was scalable and repeatable.  The study reported to DG Fin through a 2* Steering Group (SG) chaired by D Res Army HQ.  Delivered in three phases the study refined the original unit-based FE output costing methodology, used it to cost all FE in the Army Programme Directory (together with 3 Cdo Bde) and produced an aircraft-based to cost Rotary Wing FE output and a ship-based FE output costing methodology for the RN.  Since Nov 12, this has been exploited during phase 4 to support strategic balance of investment decision-making including Army Re-Basing, Army Cost Reduction Strategy, the costing of A2020 and Army Strategy Development.

4.
MCOCS.  Encouraged by the findings Head Office and other TLB’s have also exploited the cost base to support Defence Infrastructure Footprint Strategy, Defence Individual Training Cost Model development and a Royal Navy Personnel Study.  Currently it is being developed to create an enterprise cost model for the End-to-End (E2E) Joint Equipment Support Chain (JESC) in the land environment for DE&S which is being quality assured by CAAS.
CURRENT POSITION

5.
Defence Reform.  With the MOD having responded in a proactive manner to the 2010 Strategic Defence and Security Review (SDSR), the Levene Report on Defence Reform, the Government Review of Reserve Forces and two significant Comprehensive Spending Reviews, the over-programming in the Defence Budget has been addressed and Head Office has adopted a new and more strategic role.  The has resulted in greater delegation to the Heads of the three services and the new formed Joint Forces Command (JFC) in line with Levene recommendations and the Defence Operating Model.  DE&S have become a pan-Government trading entity and a strategic business partner has been appointed to assist in reform of Defence Infrastructure governance, management and funding arrangements, the latter as announced in the 2015 budget.  

6.
Five Years In.  Despite these significant achievements, Defence is still only halfway towards full implementation of the SDSR Future Force 2020 vision.  To achieve this, despite the economic improvements since 2010, there is still much more to deliver in order to remove the structural deficit in public sector finances.  From a Defence perspective with FLC budget holders now having much more financial responsibility, Military Chiefs of Staff remain under constant pressure to reduce costs whilst simultaneously being asked to provide greater and more varied military capabilities, whilst maintaining global reach and presence.  It is still not easy for them to make rationale decisions that stand the test of time because output costing has yet to be embedded into routine financial planning and programming processes.  As a consequence, resources are not yet fully aligned to outputs, with data sources still in the main transactional, many and variable in quality.  Inevitably as Defence faces a further Comprehensive Spending Review and the 2015 Strategic Defence and Security Review, budget holders will come under further pressure to find savings.  The Levene view that Defence needs to focus on outputs and understand true costs based on a single version of the financial truth to keep the forward programme in balance is as true today as it was in 2011.  Now more than ever those responsible for delivery of military capability output will need to understand the cost and the dependencies they have across Defence in order to be confident they can be delivered within the level of available funding across all lines of development. 
DG FIN VISION

7.
The MOD Director General Finance (DG Fin) vision for Defence Financial Management contained in the DFM Costing and Cost Management Strategy is:

“To maximise value for money across Defence through a professional evidence-based approach to Costing and Cost Management”

LEVENE VISION STATEMENT

8.
Achievement of this vision will create the future state envisaged in the Defence Reform Report
, described in the Vision Statement below:

“Post implementation of the Defence Operating Model in an era of delegated budgets, output costing will be based on a single source of information that has brought together financial, personnel and other cost data.  Empowered by this information there will be a consistent approach to evidence-based decision making across Defence, with risks appropriately managed and sufficient controls in place to maintain the forward programme in balance.  Greater use will be made of appropriately qualified and experienced analytical staff at all levels across Defence to maximise value for money by improving planning and programming that avoids a focus on short term affordability and encourages more strategic thinking to improve longer term planning.  Benefits will have been delivered in terms of less resource intensive financial management processes, with Defence strategic priorities generated from quinquennial Strategic Defence and Security Reviews and resources allocated to five year plans designed to deliver them”.

MCOCS CONTRIBUTION
9.
In support of this Defence vision, MCOCS has developed:

a. A output costing methodology for Defence Military Capability outputs, which:
i. Assesses the demand for DLOD products and services needed to force generate.

ii. Aligns that demand to the FE outputs required by policy (plus supporting Reserve Forces and key enablers including concepts and doctrine sponsors, individual training providers and airfield operators); and,

iii. Provides a DLOD by DLOD costing category forecast of the cost to Defence of delivering the policy demand for capability output.  
b.
A DLOD cost base which is rapidly maturing to be FF2020 compliant ahead of SDSR 15, which uses centrally held data, consistent rules of attribution and CAAS modelling standards to obtain CAAS accreditation.
c.
The skills, expertise and knowledge to exploit the cost base to cost in support of planning and programming.  

PROGRAMME VISION

10.
The success of the transition to BAU, the programme outcome at the completion of Phase 5, is encapsulated in the vision statement for military capability output costing:    

“A community of accredited and licensed federated users will routinely exploit a suite of regularly updated and version controlled MCOCS reports produced from the third party quality assured cost base, available from a controlled access central hosting environment.  Reports that will meet the user endorsed systems requirement document.  Reports will be provided by an MOD team of appropriately skilled and competent persons, who will sustain the MCOCS cost base through life, developing it to deliver continual improvement based on lessons learned from stakeholder funded exploitation studies, feedback from users and incorporation of Government financial management policy and good practice.  The output costing system will be recognised as a significant benefit to Defence with the cost of maintaining and developing the system through life greater than the cost reduction opportunities identified through exploitation.  Benefits will be routinely tracked and an annual statement of accounts published that have been third party audited to demonstrate evidence based the value for money delivered. As the benefits of the output costing system become recognised across Defence interest from The Treasury, other Government Departments and Public Sector Bodies will generate further opportunities to exploit the methodology, philosophy and approach particularly where synergies exist such as health care, infrastructure, training and transport”.
AIM

11.
The programme’s aim is to achieve this vision within the next phase; Transition to BAU ensuring output costing is operationalised initially within Army HQ but across Head Office and other TLB’s where there is support and consensus to do so.

OBJECTIVES
12.
Going forward the key objectives of the MCOCS core programme are:
a. To transition from a capability delivered by an outsourced technical support team to an in-house output costing capability with significantly smaller technical support (a target of not more than 20% of the core capability) optimised to areas of expertise where it would not be value for money to create internally.
b. To develop and implement the federated users concept of accredited and licensed remote users of output costing reports from a controlled environment, exploiting them to support their enterprise planning and programming as an intrinsic component of their business. 

c. To deliver the concept, assessment and demonstration phases of a cost model development project where the outcome will be the migration of the cost base from Excel to a more sustainable and efficient MIS.

d. To identify, recommend and implement opportunities for further automation and improvement of the existing cost model.

e. To maintain the currency and relevance of the MCOCS cost base including supporting technical documentation and effective configuration control.
f. To sustain the validity of the cost model’s accreditation
 through life including maintenance of the development log and implementation of recommendations for improvement contained within it.
g. To routinely exploit the MCOCS cost model in support of SDSR 15, Army Cost Reduction Strategy and related change initiatives.  In each instance the cost of change will be forecast and compared with available funding within Defence and Army budgets to identify the difference between funding and cost leading to the identification of options to de-risk the cost of change by addressing affordability risk.  

13.
In addition stakeholders from across Defence have requested a number of strategic and operational exploitation projects to improve their understanding of cost leading to the identification of opportunities to obtain better value for money through life.  Such studies will need to be managed and delivered in addition to the core programme.

WORKING ENVIRONMENT

14.
The current delivery model is a team working contract in an environment that involves integration of MOD military and civilian personnel with contracted professionals data analysts, cost modellers, systems engineers, operational analysts etc. under one leader.  The team with shared goals and objectives, works tirelessly and seamlessly to achieve the required outputs, with everyone sharing in the success and contributing to the hard work needed to achieve it.
15.
The future delivery model needs to be a development-based partnership with the successful company forming an alliance with MOD to develop MCOCS, so together with MOD personnel the unique combination of skills and resources are used to create the unique customer proposition which MCOCs offers that otherwise would be difficult for either party to achieve on their own.  The sharing of skills and resources is seen as being both financial and knowledge-based involving data, processes (technical, administrative, procedural, knowledge and skills), ideas for innovation, costs and margins all to achieve the following benefits:          
a.
Economies of scale from sharing resources in the delivery of new products and services.
b. Reduced financial risk and shared R&D costs.
c. Innovation to improve internal operations by the sharing of knowledge

d. Shared resources to create unique customer propositions particularly in relation to exploitation and cost reduction opportunities.  
VALUES

16.
People make change and deliver outputs, not organisations.  Our values for this programme capture the kind of behaviour, which will ensure success.  They also define what is special about the MCOCS programme and are the hallmark that makes working on and sustaining a viable output costing capability for Defence both distinctive and satisfying.  These values are:       

a. Excellence – performance driven 

· Outstanding quality of management information, using and leading best practice

b. Partnership – working smart
· Driving efficient collation, analysis and use of data to create excellent management information with least effort     
c. Responsiveness – customer focused
· Providing management information to the customers i.e. the FLC’s and Head Office in a flexible and timely manner
d. Teamwork – working smart.

· Integrating internal and external resource to achieve common goals
17.
As Defence enters a CSR and SDSR our values, the MCOCS output costing philosophy and methodology need to enable Defence Headquarter organisations to embrace the following structural principles as the MCOCS programme moves to its next phase and transitions to BAU: 
a. Simplicity and transparency should be the default setting.
b. Responsibility, accountability and authority will be aligned wherever possible, leading to unity of command, thus allowing the doctrine of mission command espoused on operations to be applied in peacetime.
c. We will distinguish between the functions of command and staff, and we will place a premium on agile decision-making.

d. We will make a structural and philosophical distinction between the requirement to construct strategy and future capability and the delivery and execution of current capability.
e. Headquarters must shrink and staff branches will only be as large and as rank heavy as they need to be; flatter staff structures encourage greater delegation and empowerment; we want as much of the Armed Forces strengths to be on the front line as possible.

BEHAVIOURS
18.
In approving the business case Army HQ D Res requires the following:

a.
The new contract should be for 2 years with an option for a one-year extension.

b.
The drive towards further automation should commence as soon as possible delivering a reduction in the number of person days required to maintain the cost base.  

c.
Early progress is made towards establishing more of an in-house capability providing sufficient time for training, coaching, mentoring and knowledge transfer.

d.
 Consideration should be given to how best to ensure that the MCOCS’ capability more than pays for itself in terms of identifying exploitable opportunities for cost reduction.

19.
Going forward this should be interpreted as the team must be able to demonstrate it is delivering value for money.  It is not about affordability but about continual improvement in the cost of delivery i.e. delivering more for less month by month, year on year, in line with public sector austerity, benchmarked against the cost of delivery in the last quarter and historic programme expenditure.  Any future provider will need to:

a.
Fund itself by saving at least 3 times its cost in identification of exploitable cost reduction opportunities.  
b.
Be flexible enough to ramp up and down in size on a weekly or even daily basis according to workload.  Notice periods will not exist under the FATS contract.    

c.
Have a pool of SC ready resources that will be available and prioritised for MOD use at short notice.  Non SC staff will not be paid for until cleared.

d.
Have a pool of technically able resources that will be available and prioritised for MOD use at short notice.  On the job training will not be paid for.

e.
Work closely with MOD to transfer skills and capability to create a sustainable federated user model.

f.
Provide appropriate director level support at no cost to the programme (i.e. a working overhead) due to the size of the account.        
g.
Respond to a potentially significant increase in demand for services as federated users increase their awareness of the utility and benefits of output costing.   
20.
In essence the output costing service will need to run and behave like an internal consultancy service.  It will provide firm price quotes to carry out exploitation commissions for internal customers, based on the option prices, whilst maintaining and improving the cost base as part of the core programme.  This will mean the level of service will need to be best practice to satisfy all internal users.  The current perception is of a team comprised predominantly of expensive technical support personnel and the team have a duty of care to behave and perform to the highest of professional codes of conduct and standards.
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MCOCS EXPLOITATION PROJECT STATEMENT OF REQUIREMENT

SUSTAINMENT OF JHC AIR MANOEUVRE MOBILITY & LIFT (HEAVY)
Introduction

1.
Within Army HQ Capability Directorates there is an enduring requirement to understand the full costs of military capability through life including the costs of change.  This is needed to effectively manage Army HQ capability programmes that form the cornerstone of the Army HQ capability sub-portfolio.        

2.
Improved pan-DLOD cost data used at the working level is needed to conduct analysis and produce the evidence to support all aspects of through life capability management including planning, delivery and generation.  
3.
To enable this, the Land Environment Military Capability Output Costing Study (LEMCOCS) has created an output costing methodology and pan-DLOD cost base.  A comparison between this and the Force Structure Cost Model (FSCM) used by Head Office for scenario modelling and development of Defence Policy; was conducted by Army HQ Director General Capability (DG Cap) Financial Planning Team in 2013.  This recommended the adoption, appropriately resourced, of the LEMCOCS methodology to support Army HQ capability planning and programming.                 

4.
A further project has now been commissioned by the same directorate in conjunction with Army HQ CEFT to assess the LEMCOCS methodology by using it to produce the cost baseline for an actual Army HQ change programme – Air Manoeuvre Mobility & Lift (Heavy), and subsequently using the outcome to support the financial management of this complex capability programme up to its Initial Gate review.

Army Capability Management – The Issue

5.
Whilst the level of equipment cost data available to manage the Army’s capability sub-portfolio is relatively well understood, the granularity of cost information for the other DLOD’s is not so.  This creates problems at all stages of capability management, from developing genesis options to managing and reporting on the delivery of programmes.

6.
In the develop space, the limited cost data means it is not possible to cost multiple change initiatives and perform scenario analysis to determine the most cost effective solution to meet capability gaps.  This makes it extremely difficult to make informed, evidence-based balance of investment decisions to ensure value for money.                           

Air Manoeuvre Mobility and Lift (Heavy) Capability Management Programme 
7.
This programme is in tis infancy and is due to be submitted to the Army Investment Board (AIB) for Initial Gate Approval in Nov 16.  The capability is complex comprising a number of rotary wing platforms – Chinook, Merlin and Puma, although the Capability Sponsors focus is on Chinook sustainment.  This is an indicator of the challenge and education required if this programme is to transform behaviour and focus on military capability output rather than equipment solutions.

8.
The potential courses of action (CoA), listed in Appendix 1, may be perceived as contentious.  The pan-DLOD programme costs are likely to consume a significant proportion of programmed expenditure through life.  Enhanced cost information from this project will better support recommendations of the options to be taken forward and funded as part of the Concepts and Assessment (C&A) phases of this project.                              
9.
An outcome from this project will be to determine whether it is feasible to repeat the processes for some or all of the Army Capability sub-portfolio by:    

a.
Assessing the LEMCOCS methodology, assumptions and DLOD outputs to understand any limitations in the model.

b.
Review the output and assess ease of carrying out scenario analysis.

c.
Understand the resource requirement, timescales and implications for implementation across the Army capability sub-portfolio.      
10.
This project provides an ideal vehicle to support transition to business as usual in support of Army HQ capability planning, programming and portfolio management.  It forms a key stage of the MCOCS Implementation strategy and will deliver significant benefits to Army HQ and wider Defence capability planning because it will be seen as a concept demonstrator of how to implement a P3M approach to capability planning and programming within a FLC HQ including the supporting output costing methodology, processes and procedures.  This assessment could be done as early as the completion of Phase 1.    

11.
There are opportunities to secure Army and RAF resources as part of the project team.  This will be explored and confirmed before Project Phase 2.                 

Single Statement of Need 

12.
To provide all aspects of output cost engineering support including: cost modelling, three point risk estimating and cost analysis for identified course of action in order that the Army Air Manoeuvre Mobility & Lift (Heavy) capability programme passes scrutiny and achieves AIB initial gate approval.          
Project Plan

13.
There will be a number of phases to this project as shown in Table B-1.  Progress to the next will be subject to Customer satisfaction with the outcomes of the previous phase.

	Phase
	Milestone
	Activities
	Outcomes

	Core Programme 

	0
	Produce the current Planning Baseline for JHC Aircraft-Based FE outputs
	0.1 Complete the JHC financial planning baseline study as a key stage of the MCOCS Implementation strategy and as an essential enabler to delivery of this project

0.2 Confirm the capability requirement including projections of future battlefield air manoeuvre mobility and lift (heavy) capacity required by UK Armed Forces in accordance with Defence Policy guidance, Defence planning assumptions and projected demand for capability output.
	Capability Requirement Established, Quantified & Output Demand Agreed 

	1
	Establish The Cost Base
	1.1 Produce the pan-DLOD planning baseline for JHC Mobility & Lift (Heavy) Capability in accordance with Defence Policy demand for outputs 
1.2 Make recommendations for future phases including course of action
1.3 Make recommendations for incorporation into Business as Usual for DG Cap and training of federated users. 
	Defence Policy demand for JHC M&L (H) Capability costed pan-DLOD
Cost base for CoA 1 & 2 established 



	Project Future Phases (Firm Price Option)

	2
	Agree the Scope for Detailed Costing’s 
	2.1 Confirm the scope for detailed costing including the courses of action to be costed and the support required for production of the Initial Gate Business Case
2.2 Agree funding for future phases
	Scope for detailed costing’s confirmed

Courses of action confirmed

Option to complete project exercised

	3
	Confirm The Capability Planning Assumptions
	3.1 MCOCS Stage 1. Complete Mil Cap Effects Based Analysis 

3.2 MCOCS Stage 2. Confirm demand for output and planning assumptions

3.3 MCOCS Stage 3. Confirm Force Levels needed to sustain demand for output

3.4 Confirm planning assumptions for each course of action and how this affects the policy complaint baseline 

3.5 Produce a cost model for subsequent stakeholder use, using the JHC study metrics used during Phase 0 and contained within the MCOCS Cost Base
	Capability Planning Report
CDAL

	4
	Assess DLOD cost base Implications for each course of action
	4.1 MCOCS Stage 4.  For each course of action determine the demand for DLOD products and services

4.2 Assess how demand varies for each course of action

4.3 Incorporate findings into the cost model 
	DLOD demand report for each course of action
Model populated with demand data 

	5
	Detailed Costing’s
	5.1 MCOCS Stage 5. Based on demand assessment cost each course of action
5.2 Populate cost model with cost data, rates and full costs for each course of action

5.3 Subject costs to sensitivity analysis including three point risk assessment, discounted cash flows and aircraft industry commercial indexation in accordance with HMT Green and Orange Book good practice
	Detailed costing’s for each course of action

Discounted cash flows for each course of action

Investment appraisal for each course of action 

	6
	Final Report
	6.1 Final project report and capping paper for SRO and programme board

6.2 Presentation and briefing to SRO, programmed board and other senior stakeholders 
	Project final report
Briefings to stakeholders Lessons learned log 


Table B-1: Project Phases & Milestones 

Key Deliverables

14.
Key tasks to deliver this requirement include:

Project Initiation
a.
Identification of key stakeholders including contact details, delivery of briefings and obtaining their support for the project.

b.
Initiation of project governance arrangements including SRO, SWG membership, terms of reference, secretariat and who is responsible for signing off deliverables and milestone outcomes. 
Project Management

d.
Managing the project from initiation to completion including:

(i)
Engaging with stakeholders to develop a JHC Air Manoeuvre Mobility and Lift (Heavy) cost model and cost base.          

(ii)
Production of the project plan including milestone delivery schedule, obtaining endorsement from Stakeholders and managing delivery.     

(iii)
Managing stakeholders including addressing their concerns and issues to ensure achievement of successful project outcomes. 

Cost Model Development

e.
Designing the JHC Air Manoeuvre Mobility and Lift (Heavy) including the data model, standards, methodology, and outputs needed to develop the cost base and produce the cost model, noting stakeholder data provision requirements enclosed at Appendix 2.
f.
Production of the JHC Air Manoeuvre Mobility and Lift (Heavy) cost model and cost base.      

Data Management

g.
The collection of all data necessary to develop the model from recognised Defence sources, assessing its suitability and compatibility including its reconfiguration as necessary to suite model needs and cleansing the data to improve its reliability for incorporation into the master dataset.

h.
Version control to ensure traceability, and the ability to substantiate an audit trail for the purposes of benchmarking and quality assurance to increase stakeholder confidence in the reliability and accuracy of model outputs.                  

Audit, Assurance and Accreditation

i.
Support to a JHC D Cap audit programme of the cost base and cost model components including successfully addressing concerns and observations raised.

h.
Obtaining CAAS verification and validation of all components of the JHC Air Manoeuvre Mobility and Lift (Heavy) cost base and cost model.    

Key Assumptions

15.
Key assumptions to be taken into account when pricing this option are:

a.
Project initiation is a core programme deliverable to enable this project and not part of the price for this option.  

b.
Project Phase 0 is a core programme deliverable to enable this project and not part of the price for this option.
c.
Project Phase 1 is a core programme deliverable to enable this project and not part of the price for this option.
d.
Third party
 quality assurance of the cost model for issue to stakeholders will be funded by the Project Sponsor.

e.
The integration of any improvements to the MCOCS core cost base as a result of this project including further cost model development to facilitate this and cost model management form part of the core programme and price.  
f.
Any MIS investment would be subject to a separate business case.
Pricing

16.
A firm price option is required to deliver a project to produce a JHC Air Manoeuvre Mobility and Lift (Heavy) cost model and cost base including identification of the capability requirement, capability demand and planning assumptions, costing courses of action and support to obtain AIB Initial Gate business case approval. 
Benefits

17.
This project will support MCOCS Phase 5 ‘Transition to Business As Usual’ by meeting DG Caps vision to better-cost capability, including the cost of change.  With stakeholder support, the intent is to repeat the process and utilize the MCOCS methodology to cost the entire capability sub-portfolio. The expected benefits are as follows:

a. A better understanding of full baseline costs of capability will enable deeper analysis of multiple pan-DLOD change options to address capability gaps. This initial analysis, pre BOI & business case can help ensure the best value for money options are taken forward for the annual BOI process and to initial gate. 

b. As part of the BOI process, we can assess through life value for money and affordability to inform evidenced based decisions when prioritising options. 

c. Improved business case assurance that all pan- DLOD costs have been captured correctly.

d. Enhanced cost data; potential to define pan-DLOD resource envelopes for programmes to deliver within and define the freedom to trade across DLODs within allocated programme resources.

18.
This project provides a good opportunity to influence the Initial Gate business case for Chinook Sustain. It can help to ensure the business case includes all the DLOD costs and that the recommended options for C&A phase offer value for money, exploiting potential opportunities. It is for these reasons the Chinook Sustain programme offers a suitable real life example to trial the feasibility of realising the benefits listed above.

Evaluation of Success

19.
Success will be a working tool to that can be used as an enduring process; to gain an improved understanding of the full cost of the capability and model scenarios to allow more informed investment decisions.  The phases must be delivered to the standards enclosed at Appendix 2.
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Dated 30 Apr 15

MCOCS EXPLOITATION PROJECT STATEMENT OF REQUIREMENT

SUSTAINMENT OF JHC AIR MANOEUVRE MOBILITY & LIFT (HEAVY)
CAPABILITY PROGRAMME COURSES OF ACTION
1. Provide the demand and costs, including the cost of change, the following Chinook Sustain CoAs from FY15/16 to FY35/36: 

a. CoA 1 – Do Nothing. Manage current fleet within Through Life Customer Support (TLCS) contract. The Cost of Ownership (CoO) will rapidly rise, with aircraft becoming harder to maintain serviceable. The secondary effect will be massively decreased availability at front line and major obsolescence issues, which will reduce capability. In some cases, aircraft will not meet Theatre Entry Standard (TES) due to obsolescence.  

b. CoA 2 – Do Minimum. Manage current fleet within TLCS contract and address obsolescence issues as they arise. This will have an even bigger impact on CoO as we struggle to maintain an ageing fleet (as above) with the added task of managing obsolescence on our own. Comms, Self Defence Suites (SDS) and Julius cockpit all obsolete in the next 5 years.

c. CoA 3 – Bespoke UK Chinook. Continue to develop bespoke UK Chinook platforms to replace current aircraft at OSD or as obsolescence requires. Further buy of Chinook Mk 6s to replace oldest airframes and development of the next generation of UK aircraft (Mk 7?) The replacement aircraft will need to have new cockpits, avionics and SDS and UK will be sole developer and therefore liable for all costs. Maintains aircraft configuration as dictated by customer, but likely to become increasingly expensive. 

d. CoA 4 – Align with the US Army. Seek to align with the US Army future Block II programme, anticipated to commence in the 2020 – 2025 timeframe. A convergence with the future US Army Chinook which would see more common ground between UK aircraft and US. Will require spend to convert Lot 1,2 & 3 aircraft airframe with a US Army F Model airframe, the entry standard for the Block II programme. UK might not be able to influence design sufficiently to become acceptable to UK operators. Might be prohibitively expensive and early spend required to re-airframe old aircraft before feeding into the Block II programme.  

e. CoA 5 – Align with the Chinook International Programme. Seek to align with the future International Customer Chinook within a similar timeframe to the US Army future programme. Other International customers (notably Canada and Australians) are working on the International Variant of the Chinook. Current CH147 (Canadian Chinook) is an excellent modern aircraft with elements of both F Model and G Model. Very capable and able to be developed further or align with future Block upgrades. Likely to be expensive option and early spend still required on new aircraft.
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Dated 30 Apr 15

MCOCS EXPLOITATION PROJECT STATEMENT OF REQUIREMENT

SUSTAINMENT OF JHC AIR MANOEUVRE MOBILITY & LIFT (HEAVY)
STAKEHOLDER DATA PROVISION REQUIREMENTS
1. Any cost modelling output must meet the following requirements:
a. 
Dynamic and efficient model to present costs in Excel 2003 to be delivered to CEFT:
(1) Must have user interface for performing scenario analysis e.g. by changing an input results automatically update
(2) Must be able to capture any dependencies: examples might be flying hours, changes to personnel, time periods etc.
(3) This list of inputs we would like to be adjustable should be confirmed as analysis progresses
(4) 
Results sheet to show costs broken down by DLOD and grouped by RDEL, CDEL and Non Cash. It should also show the RAC level breakdown and VAT.  

(5) 
Outturn (Financial) and Constant (Economic) costs presented by nominal and real (2015/16 prices) totals
(6) 
Assumptions Log.  All assumptions must be recorded, signed off by owners and assigned a RAG rating.  Any assumptions with uncertainty will be subject to sensitivity analysis. The model therefore needs to be flexible enough to enable CEFT and LCMB to do this independently.
(7) 
Quality Assurance Log.  Record details of internal QA
(8) 
Risk Register.  Must show how risk is managed and mitigated.

Quality Assurance

2.
As well as internal MCOCS quality assurance, a third party must also assure the model and assumptions.

Project Reporting

3.
MCOCS will report to CEFT at each milestone in accordance with the action plan timeline.  Any issues should be reported to CEFT as it occurs. For example if there are any delays, or risk of the costs increasing, MCOCs should state how they will manage or mitigate that. 
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Dated 30 Apr 15
MCOCS EXPLOITATION PROJECT STATEMENT OF REQUIREMENT

LOGISTICS DLOD – MEDICAL SUPPORT
Introduction

1.
On behalf of Joint Force Command (JFC) MCOCS was asked to provide input into the King’s College London (KCL) Post Operational Screening Trail (POST) Study.  The aim of the study is to assess whether post-deployment screening for post traumatic stress disorder (PTSD), depression, anxiety and alcohol misuse is effective in reducing the morbidity and impairment for these conditions.

2.
The assessment of Cost effectiveness will involve the estimating of the cost of screening by KCL.  The costs of services will be calculated by combining the service use data, with appropriate unit costs.  At a national level these are generally available for NHS, independent, private and publicly provided health and social care.  MCOCS assistance was requested to calculate costs for equivalent services provided in military settings.

3.
To facilitate this, MCOCS was asked by JFC Financial Controller to assist KCL in the POST Study by providing DLOD costs for MOD provided medical support.  The aim of the MCOCS input was to enable KCL to compare the cost of MOD provided mental health support with NHS, independent, private and publicly provided health ands social care using the Personal Social Services Research Unit (PSSRU) Price Book.  Costs were provided for military healthcare to enable discrimination between roles involved in PTSD treatment.

4.
This initial MCOC exploitation study was sponsored by the Surgeon General, with the full support of the Minister for Personnel, Welfare and Veterans and the Medical Director at the Royal College for Defence Medicine in Birmingham. 

5.
Completion was accompanied by discussion with JFC and KCL on the possibility of a producing a more comprehensive Defence Medical Support Price Book, comparable with that available for NHS, independent, private and publicly provided health and social care.  The Surgeon General supports the KCL request and follow on work may be commissioned once KCL has assessed the initial MCOC exploitation study findings.

Single Statement of Need

6.
A UK MOD military provided medical support price book and cost base compatible with the NHS, independent, private and publicly provided health and social care price book provided by University of Kent.

Key Deliverables

7.
Key tasks to deliver this requirement include:

Project Initiation
a.
Identification of key stakeholders including contact details, delivery of briefings and obtaining their support for the project.

b.
Agree the detailed scope with JFC SG, other Defence stakeholders and KCL.

c.
Production of a stakeholder endorsed user requirements document compliant with MOD ASG good practice.
Project Management

d.
Managing the project from initiation to completion including:

(i)
Engaging with stakeholders to agree terms of reference for governing the development of a Defence Medical Support Price Book and Cost Base.          

(ii)
Production of the project plan including milestone delivery schedule, obtaining endorsement from Stakeholders and managing delivery.     

(iii)
Managing stakeholders including addressing their concerns and issues to ensure achievement of successful project outcomes. 

Cost Model Development

e.
Designing the Defence medical support cost base including the data model, standards, methodology, and outputs needed to develop the cost base and produce the Defence medical support price book

f.
Production of the Defence medical support cost base and price book.      

Data Management

g.
The collection of all data necessary to develop the model from recognised Defence sources, assessing its suitability and compatibility including its reconfiguration as necessary to suite model needs and cleansing the data to improve its reliability for incorporation into the master dataset.

h.
Version control to ensure traceability, and the ability to substantiate an audit trail for the purposes of benchmarking and quality assurance to increase stakeholder confidence in the reliability and accuracy of model outputs.                  

Audit, Assurance and Accreditation

i.
Support to a JFC SG audit programme of the cost base and cost model components including successfully addressing concerns and observations raised.

h.
Obtaining CAAS verification and validation of all components of the Defence Medical Support cost base and price book.    

Key Assumptions

8.
Key assumptions to be taken into account when pricing this option are:

a.
The integration of the resultant cost base into the MCOCS cost base including cost model development to facilitate this and cost model management form part of the core programme and price.  
b.
Any MIS investment would be subject to a separate business case.
c.
Obtaining CAAS verification and validation is part of the firm price.  The costs of those employed by CAAS to assess the CMC’s would be borne by the Authority.       
c.
Subsequent exploitation would be subject to a follow on project.     
Pricing
9.
A firm price option is required to deliver a project to produce a UK MOD military provided medical support price book and cost base compatible with the NHS, independent, private and publicly provided health and social care price book currently in use by the Department of Health.   
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Dated 30 Apr 15
MCOCS IMPLEMENTATION PROJECT STATEMENT OF REQUIREMENT

TRAINING DLOD - INDIVIDUAL TRAINING
Introduction

1.
An integral sub-system of the MCOCS pan-DLOD cost base is a Defence Individual Training Cost Model comprised of a number of cost model components developed and compliant with CAAS modelling standards, the verification and validation of which is being conducted by KPMG on behalf of CAAS. 
2.
During FY14/15, the MCOCS team under the a project delivered for TESRR
, to assess the suitability of the MCOCS Individual Training cost base as a Defence endorsed approach to costing Individual Training.  The focus of this trial was the Defence College of Technical Training (DCTT) and the Defence Technical Training Change Programme (DTTCP) Tranche 2.  Following its successful completion, Head Office and FLC endorsement is expected to follow in the coming weeks.          

3.
Once endorsed, it is anticipated that Head Office will implement the MCOCS approach across all FLC’s to improve its understanding of what the Individual Training of military personnel costs Defence in preparation for and in support of SDSR 15, and wish to have the capability to run its own exploitation programme.  This option is to price for the management and delivery of this project. 

Other Stakeholder Interest

4.
From an Army perspective, the individual training cost base has also recently been exploited to support Army Strategy development working with Deliotte’s on behalf of VCGS.  Its continued use in support of costing the implementation of the Army Strategy work streams and the tracking of benefits will follow.    
5.
A recent visit to CTCRM has also resulted in a request to refresh their cost base, which was produced in FY11/12 as part of a 3 Cdo Bde output cost study.   

Single Statement of Need

6.
The integration of the MCOCS approach to costing Defence Individual Training into routine Head Office and FLC financial planning and programming of Defence Individual Training.  
Key Deliverables

7.
Key tasks to deliver this requirement include:

Stakeholder Requirements 
a.
Production of the vision statement for the future financial management of Defence Individual Training to obtain its endorsement from key senior Defence stakeholders.

b.
Production of a stakeholder endorsed user requirements document that supports this vision statement compliant with MOD ASG good practice.
c.
Production of a stakeholder endorsed systems requirement document compliant with MOD ASG good practice. 

Project Management

d.
Managing the project from initiation to completion including:

(i)
Engaging with stakeholders to agree terms of reference for governing the development of a Defence Individual Training cost base.
(ii)
Production of the project plan including milestone delivery schedule, obtaining endorsement from Stakeholders and managing delivery.     

(iii)
Managing stakeholders including addressing their concerns and issues to ensure achievement of successful project outcomes. 

Capability Development
e.
Determine the resource requirement to enable Head Office TESRR and Def Res to have an embedded capability to exploit the MCOCS Individual Training cost base in support of policy development, strategic planning and programming.    

f.
Determine what needs to be an integrated Head Office capability, a federated FLC capability and a retained capability within the MCOCS core team.    

g.
Agree this system design with Head Office and Defence Training stakeholders including governance arrangements and secure funding for its implementation. 

h.
Deliver this capability for Head Office including its initiation, development and transition to business as usual.    

Systems Development 
i.
Delivery of the user requirements for exploitation of the Defence Individual Training Cost Base.     


j.
Delivery of the systems requirements for exploitation of the Defence Individual Training Cost Base.  
Audit, Assurance and Accreditation

k.
Obtain re-validation of CAAS verification and validation of the MCOCS Defence Individual Training Cost Base where modification from this project results in changes in the design, methodology, processes, procedures and/or outputs.      

Key Assumptions

8.
Key assumptions to be taken into account when pricing this option are:

a.
Development of the cost base, its management, maintenance and data refresh are core programme deliverables.  This includes the MCOCS Defence Individual Training cost base. 

c.
The training, accreditation and licensing of federated users are core programme deliverables. 
d.
Exploitation of the cost base in support of Army Transformation is a core programme deliverable.
e.
Obtaining CAAS verification and validation is part of the firm option price.  The costs of those employed by CAAS to assess the CMC’s would be borne by the Authority.

f.
Any MIS investment would be subject to a separate business case. 

Pricing

9.
A firm price option is required to deliver this project to integrate the MCOCS approach to costing Defence Individual Training into routine Head Office and FLC financial planning and programming of Defence Individual Training.  
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Dated 30 Apr 15
MCOCS EXPLOITATION PROJECT STATEMENT OF REQUIREMENT

TRAINING DLOD – COLLECTIVE TRAINING

Introduction
1.
The MCOCS pan-DLOD cost base includes a Collective Training cost base for generating FE@R and supporting Reserve Forces to the levels of readiness stated in Defence Policy.  Building upon the successful Defence proof of concept of the Individual Training cost base, TESRR have expressed an interest in developing the current Collective Training Cost model and assessing its suitability for use as an endorsed Defence model for costing Collective Training.        

The Cost of Training

2.
This is consistent with a recent paper on the ‘Cost of Training’ by Army HQ Director General Capability (DG Cap) to the Executive Committee of the Army Board (ECAB) which stated the issue from an Army perspective as:   

“The move from C-FORM to A-FORM (formerly the AFTP) has changed the way we train and will embody a broader, contemporised range of skills.  However, despite much concerted effort across the TLB our training cost modelling remains immature.  To an extent this is understandable, we lack comparable historical data to enable a like for like comparison of both requirement and cost base.  The initial A-FORM output costs will not be understood until, at the earliest, Jan 16.  The difference between forecast, ‘planned’ and ‘actual’ costs differs significantly.  At this juncture, programming is more of an art than a science”.

3.
The paper goes on to say: There have been a number of attempts to improve our ability to understand the link between activity and cost base (e.g. LEMCOCS work on output costing).  But we are not there yet.  We require a Management Information System (MIS) capable of accounting for costs attributable to A-FORM, which exposes costs attributable to: 

a.
Prime capability areas.

b.
Capabilities.

c.
Collective Training levels.

d.
Collective Training estate localities; and,

e.
Training activities.

4.
The paper concludes with an ECAB recommendation that in the medium term the development of a mature cost model for training and a complementary MIS solution, coupled with actual A-FORM output costs available in 2016 will enable better informed, more objective decisions.

5.
The Royal Marines continue to express an interest in being involved in such developments since MCOCS produced a pan-DLOD cost base for 3 Cdo Bde in 2012. 

Single Statement of Need
6.
Production of a Defence Collective Training Cost Model that meets stakeholder needs including its endorsement as a Defence Collective Training Cost Base that is suitable for use by MCOCS accredited users.

Key Deliverables

7.
Key tasks to deliver this requirement include:

Stakeholder Requirements

a.
Production of a stakeholder endorsed user requirements document compliant with MOD ASG good practice.
b.
Production of a stakeholder endorsed systems requirement document compliant with MOD ASG good practice. 
c.
Production of a Defence Training Estate capacity and cost base, an essential enabling component of the cost model.         

Project Management

d.
Managing the project from initiation to completion including:

(i)
Engaging with stakeholders to agree terms of reference for governing the development of a Defence Collective Training cost base including the scope and boundaries of a proof of concept based on stakeholder expressions of interest noting the Land Environment has been the principal area where interest has been expressed to date.          

(ii)
Production of the project plan including milestone delivery schedule, obtaining endorsement from Stakeholders and managing delivery.     

(iii)
Managing stakeholders including addressing their concerns and issues to ensure achievement of successful project outcomes. 

Data Management

e.
The collection of all data necessary to develop the model from recognised Defence sources, assessing its suitability and compatibility including its reconfiguration as necessary to suit model needs and cleansing the data to improve its reliability for incorporation into the master dataset.

f.
Version control to ensure traceability, and the ability to substantiate an audit trail for the purposes of benchmarking and quality assurance to increase stakeholder confidence in the reliability and accuracy of model outputs.                  
Audit, Assurance and Accreditation
g.
Support to a Head Office audit programme of the cost base and cost model components including successfully addressing concerns and observations raised.
h.
Obtaining CAAS verification and validation of all components of the Defence Collective Training cost model.    

Key Assumptions
8.
Key assumptions to be taken into account when pricing this option are:

a.
The cost model development and cost model management form part of the core programme and price.  This option price is for the management of a project to deliver any additional Army HQ enhancements and Defence endorsement of the model, methodology and approach.

b.
Production of a Defence Training Estate capacity and cost base, is part of the core programme firm price.  It modification to suit user requirements would form part of the option price.           

c.
Obtaining CAAS verification and validation is part of the firm price.  The costs of those employed by CAAS to assess the CMC’s would be borne by the Authority.       
d.
Any MIS investment would be subject to a separate business case. 

Pricing

9.
A firm price option is required to deliver this project to achieve Defence endorsement of an MCOCS Collective Training cost model and its incorporation into the MCOCS cost base as a quality assured component.
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Dated 30 Apr 15
MCOCS EXPLOITATION PROJECT STATEMENT OF REQUIREMENT

INFRASTRUCTURE DLOD – DEFENCE INFRASTRUCTURE ITS USE AND COSTS
Scoping Report

1. Between Jan 14 and Apr 14, the MCOCS team undertook a scoping study titled “Defence Infrastructure - Its Use and Costs”.  Under the sponsorship of MOD Director General Finance (DG Fin), this study was commissioned by Army HQ Director Resources (D Res) reporting to Army HQ Director Infrastructure (D Infra).

2. The issue investigated by the scoping study was that current Infrastructure management arrangements do not incentivise Customers to identify rationalisation opportunities because Customers believe they have insufficient influence over spending priorities, estate condition, investment decisions and they are not the main beneficiaries of any receipts or reductions in running costs.  The report provided a pan-Defence view of MOD Infrastructure across six main sections:

a. Capacity

b. Use

c. Valuation

d. Capital Investment

e. Running Costs

f. Contracted Service Provision

g. Possible Apportionment of Costs and Liability by Customer

3. It was concluded that if Defence is to change Infrastructure funding arrangements to address the issue raised, additional preparation work would be required including further analysis into occupancy linked to military capability output, charging regime and lifecycle replacement costs.

4. The report was initially briefed to Army HQ D Res, DG Cap and D Infra on 15 May 14, to DG Fin on 11 Jul 14 and subsequently to ACDS (CFD) on 23 Oct 14 as a precursor to a presentation to the Sub-Infrastructure Joint Committee on 11 Dec 14.  These briefings all endorsed further work on detailed costings.

Detailed Costings

5. Between Jul 14 and Apr 15 detailed analysis was undertaken by the MCOCS team.  The detailed costings report included:

a. Confirmation of TLB Lead Occupancy and accuracy of data upon which this is based.

b. Linkage of occupancy to military capability output including occupation by key enabling functions such as Training, Equipment and Logistics Support.  This should include an indication of establishment usage that supports the delivery of multiple military capability outputs.

c. Detailed lifecycle replacement costs by site and TLB Lead User, including year-by-year costs until Apr 25.

d. An indication of which sites required significant lifecycle replacement expenditure and which may be a priority to release in future basing rounds.

e. An Infrastructure Charging Regime.

6. The report offers a holistic perspective of infrastructure across Defence, and a specific Army TLB perspective, to provide management information upon which Army HQ may seek to base future infrastructure decision-making.  An equivalent TLB specific perspective may also be provided for other TLBs.  Navy Command has been given this information and other TLB’s engaged.

Single Statement of Need

7.
To repatriate DIO managed funding to Army HQ by Apr 17, prior to DIO incorporation including mitigation of unfunded liability risk to tolerable levels based upon consolidation of the Defence Infrastructure footprint ahead of any financial transfer.       

Key Deliverables

8.
Key tasks to deliver this requirement are based on the three principal work streams of the transformation of Defence Infrastructure management: – Estate Rationalisation, Implementation of Hard Charging and Repatriation of Funding delivered through the Defence Infrastructure Systems Programme (DISP). 
Estate Rationalisation

9.
The requirement for the next stage of the project is to support Defence and the Front Line Commands with identification of estate rationalisation opportunities during 2015 in support of the Government’s Comprehensive Spending Review.  Detailed costs will also be required to support Army HQ D Infra in the implementation of the Army’s Basing Strategy following Defence decisions on Estate Rationalisation.  Key tasks will include:

a.
Based on future programmed expenditure to reduce affordability risk, assessing the detailed costs and benefits of estate rationalisation opportunities making recommendations from a military capability perspective of the optimum selection of establishments and sites.        

b.
Reviewing DIO proposals for estate footprint rationalisation from a Customer perspective, assessing the costs and benefits, highlighting risks and opportunities and offering alternative proposals where initial recommendations appear sub-optimal.

c.
Making proposals for consolidation in the Army infrastructure footprint based on post SDSR 15 Army structures to reduce affordability risk and lifecycle replacement liability.     
d.
Provision of equivalent support to other TLBs upon request.
Implementation of Hard Charging

10.
Following announcements in the 2015 budget, from Apr 17 users of Government Infrastructure will be charged for their occupancy including users within the MOD.  For the MOD a dispensation has been granted by HMT in that it has been allowed to develop its own internal charging regime because of the unique, sensitive and special uses of Defence Infrastructure.  This decision has been made on the basis that for significant uses of Defence Infrastructure hard charging already exists e.g. Living Accommodation, Naval Bases, Training PPP/PFI arrangements and Sole Contractor operated and managed facilities i.e. Research and Development facilities.  Key tasks in support of implementation of Hard Charging for Defence Infrastructure will include:
a.
Refinement of the infrastructure-charging regime proposed in the detailed costing’s report. 

b.
Identification of data and reporting requirements needed to sustain a hard charging regime through life including its monitoring, audit and assurance requirements to ensure propriety, value for money (VFM) and accountability.    

c.
Support to a soft charging regime trial in FY16/17 based on a number of sites and principal establishment uses, including production of lessons learned, noting that Army TLB uses 23% of available land and 42% of available property capacity.   
Repatriation of Funding

11.
To facilitate hard charging infrastructure funding arrangements will need to change.  A number of options have been evaluated from ‘Do Nothing’ to ‘Market Rates’ with ‘Internal Hard Charging’ emerging as the preferred option.  To introduce this by Apr 17 will require change of current roles, responsibilities, processes and procedures including repatriation of funding from DIO to TLB Customers.  Key tasks to support repatriation of funding will include:        
a.
Verification and validation of DIO running costs by establishment and levels of RDEL that should be repatriated.

b.
Proposals to mitigate unfunded liabilities associated with the proposed funding transfer including Head Office mandated efficiency savings and lifecycle replacement costs, followed by implementation of agreed proposals ahead of funding transfers.           
c.
Professional advice to Army HQ D Infra on the skills, knowledge, competencies and experience required to up-skill in order to accept the additional customer roles and responsibilities hard charging will impose.

d.
Defining the essential management information customers will require for management of their infrastructure portfolio and securing access to this data.         

Key Assumptions

12.
Key assumptions to be taken into account when pricing this option are:

a.
The cost model development and cost model management including sustaining and refreshing the MCOCS Infrastructure DLOD cost base form part of the core programme and price.  
b.
Obtaining CAAS verification and validation is part of the firm price.  The costs of those employed by CAAS to assess the CMC’s would be borne by the Authority.      

c.
Any MIS investment would be subject to a separate business case. 

Pricing
12.
A firm price option is required for the management of an infrastructure DLOD project to successfully repatriate a sustainable level of infrastructure funding to Army HQ by Apr 17 including all supporting activity and professional advice. 
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MCOCS EXPLOITATION PROJECT STATEMENT OF REQUIREMENT

INFORMATION DLOD ‘DEEP DIVE’
Introduction
1.
The management and provision of MOD Information Systems and Services (ISS) are undergoing a service provision transformation following the transfer of responsibilities from DE&S to JFC.  The MCOC team is in regular dialogue with SMEs at MOD Corsham where the ISS programme is managed.          

2.
The current MCOC Information DLOD price books cover the demand for and the cost of worldwide service provision of Defence Information Infrastructure, user access devices, user accounts, hosted applications and communication services including land line, wireless, mobile and broadband, both centrally funded by JFC and those services funded by other TLB’s.  This covers about 60% of programmed expenditure.              

3.
The balance excluding Theatre Communications Systems (TCS) which are accounted for under the Equipment DLOD, relate to Global Secure Communications (GSC) and MOD bespoke military applications i.e. F-BISA, MAKEFAST and LogNEC.
4.
The ‘deep dive’ approach has been used by the MCOC team as a rapid development technique, the aim of which is to improve the MCOC cost base by: obtaining further information including knowledge, development of cost model components to improve their completeness by removing data gaps i.e. GSC and MOD military applications and producing a report of findings for Stakeholders that improves their understanding of the costs of service provision, comparing that to demand and available funding to identify variance and where actions may be required to address the variance.

5.
This project is designed to address known information gaps in the current MCOC Information DLOD cost base that relate mainly to aircraft and ship-based Force Elements, the outcome of which in relation to GSC may be that they are treated as organisational support costs because they support the operation of many aspects of MOD as a Department of State not just FLC generation and development of Military Capability and supporting Reserve Forces.  The answer to this and associated questions is why this project is required. 

Single Statement of Need

6.
The completion of the MCOCS Information DLOD cost base, the verification and validation of cost model components and testing for completeness, reliability, traceability and accuracy through the production of a detailed exploitation report on Defence ISS. 

Key Deliverables

7.
Key tasks to deliver this requirement include:

Project Initiation
a.
Scope the Information DLOD boundaries, dependencies and relationships recording key findings. 
b.
Identification of key stakeholders including contact details, delivery of briefings and obtaining their support for the project.

c.
Agree the scope with JFC ISS and other Defence stakeholders with an interest in the Information DLOD.
Project Management

d.
Managing the project from initiation to completion including:

(i)
Engaging with stakeholders to agree terms of reference for governing the development of a Defence Information DLOD cost base including the scope and boundaries for a deep dive rapid development project.          

(ii)
Production of the project plan including milestone delivery schedule, obtaining endorsement from Stakeholders and managing delivery.     

(iii)
Managing stakeholders including addressing their concerns and issues to ensure achievement of successful project outcomes. 

Data Management

e.
The collection of all data necessary to develop the model from recognised Defence sources, assessing its suitability and compatibility including its reconfiguration as necessary to suite model needs and cleansing the data to improve its reliability for incorporation into the master dataset.

f.
Version control to ensure traceability, and the ability to substantiate an audit trail for the purposes of benchmarking and quality assurance to increase stakeholder confidence in the reliability and accuracy of model outputs.                  

Audit, Assurance and Accreditation

g.
Support to any stakeholder scrutiny of the cost base and cost model components including successfully addressing concerns and observations raised.

h.
Obtaining CAAS verification and validation of all components of the Defence Collective Training cost model.    

Exploitation
i.
Production of a ‘deep dive’ report whose findings test the sustainability, reliability and accuracy of the Information DLOD cost base.
j.
Briefing outcomes to stakeholders and obtaining endorsement of key findings.

Key Assumptions

8.
Key assumptions to be taken into account when pricing this option are:

a.
The cost model development and cost model management form part of the core programme and price.  

b.
Obtaining CAAS verification and validation is part of the firm price.  The costs of those employed by CAAS to assess the CMC’s would be borne by the Authority.      

c.
Any MIS investment would be subject to a separate business case. 

Pricing

9.
A firm price for the delivery of a rapid development project to improve the completeness etc. of the existing MCOCS Information DLOD cost model components including the development of component(s) to CAAS modelling standards covering GCS and Military Applications and a detailed exploitation report that tests the entire suite of Information DLOD CMC’s.
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MCOCS EXPLOITATION PROJECT STATEMENT OF REQUIREMENT

LOGISTICS DLOD ‘DEEP DIVE’
Introduction
1. The provision of Logistics DLOD products and services is amongst the most diversified portfolio of service provision across all the MCOCS cost base comprising:  


a. Clothing and General Stores
b. Transport
c. Distribution and Storage
d. Fuel
e. Food
f. Ammunition
g. Medical Support.  

2.
Significant progress has been made on producing rates by TLB for service provision against these cost categories using agreed metrics and rules of attribution. The six CMC’s are subject to the CAAS V&V assessment the outcome of which will be a quality assessed version of the MCOCS Logistics DLOD cost base.
3.
Exploitation for DE&S, examining the cost of the land equipment support chain, has illustrated the potential benefits of understanding the capacity and cost of the Defence Support chain including transport, distribution and storage, as well as consumption, inventory management and spend on inventory purchase. 

4.
However if the next step in maturing the logistics DLOD cost base is to be made it would benefit from application of the ‘Deep Dive’ approach used by the team for Infrastructure and Equipment DLOD’s. This project is designed to improve understanding of the Logistics Support Chain costs and investigate the extent to which current MOD MIS monitor stock consumption uses this to plan future spend on inventory consumption and manage defence stock holdings.  The Cost of Defence medical support is likely to be subject to its own exploitation project funded by JFC and delivered in conjunction with KCL

5.
JFC ACOS Logs (Pol) has discussed the possibility of conducting such a study and is supportive of its aims and objectives. 

Single Statement of Need

6. To improve the Logistics DLOD cost base through development of metrics to describe demand and cost supply, applying them to and developing the MCOCS cost base Logistics DLOD CMC’s to deliver a more comprehensive Logistics DLOD CMC’s.
Key Deliverables

7.
Key tasks to deliver this requirement include:

Project Initiation
a.
Scoping the Logistics DLOD boundaries, dependencies and relationships identifying the system of interest, wider system of interest, environment, wider environment and system purpose; and recording key findings. 

b.
Identifying key stakeholders including contact details, delivery of briefings and obtaining their support for the project.

c.
Agreeing the scope with key stakeholders with an interest in the Logistics DLOD.

Project Management

d.
Managing the project from initiation to completion including:

(i)
Engaging with stakeholders to agree terms of reference for governing the development of a Defence Information DLOD cost base including the scope and boundaries for a deep dive rapid development project.          

(ii)
Production of the project plan including milestone delivery schedule, obtaining endorsement from Stakeholders and managing delivery.     

(iii)
Managing stakeholders including addressing their concerns and issues to ensure achievement of successful project outcomes. 

Data Management

e.
The collection of all data necessary to develop the model from recognised Defence sources, assessing its suitability and compatibility including its reconfiguration as necessary to suite model needs and cleansing the data to improve its reliability for incorporation into the master dataset.

f.
Version control to ensure traceability, and the ability to substantiate an audit trail for the purposes of benchmarking and quality assurance to increase stakeholder confidence in the reliability and accuracy of model outputs.                  

Audit, Assurance and Accreditation

g.
Support to any stakeholder scrutiny of the cost base and cost model components including successfully addressing concerns and observations raised.

h.
Obtaining CAAS verification and validation of all components of the Defence Collective Training cost model.    

Exploitation

i.
Production of a ‘deep dive’ report whose findings test the sustainability, reliability and accuracy of the Logistics DLOD cost base.

j.
Briefing outcomes to stakeholders and obtaining endorsement of key findings.

Key Assumptions

8.
Key assumptions to be taken into account when pricing this option are:

a.
The cost model development and cost model management form part of the core programme and price.  

b.
Obtaining CAAS verification and validation is part of the firm price.  The costs of those employed by CAAS to assess the CMC’s would be borne by the Authority.      

c.
Any MIS investment would be subject to a separate business case. 

Pricing

9.
A firm price for the delivery of a rapid development project to improve the completeness etc. of the existing MCOCS Logistics DLOD cost model components, including the development of component(s) to CAAS modelling standards and a detailed exploitation report that tests the entire suite of Logistics DLOD CMC’s.

� MIS investment would be subject to a separate business case


� Part 8 Capability planning and financial management, pages 36 to 43 


� Currently provided by CAAS


� A third party is an organisation out with Army TLB


� Head Office Training, Education, Skills, Recruitment and Resettlement (TESRR), Part of Chief Defence People (CDP) who govern Defence Training, Education, Skills, Recruitment & Resettlement and Army Head Office.
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