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LIFE CYCLE COST ESTIMATE

The Life Cycle Cost Estimate (LCCE) is the primary cost document needed to support the Automated Information System (AIS) Life Cycle Management (LCM) process.  The LCCE provides a comprehensive cost estimate for the preferred alternative selected in the Analysis of Alternatives (AoA).  The LCCE covers all costs associated with the program for its complete life cycle including both Government in-house costs and the costs associated with contracting outside the Government for program support, development, production, deployment, and operation.  The LCCE is developed by the Program Office and is validated in a separate document, called an Independent Cost Estimate (ICE), developed by the Resource Management Directorate (HQ/C).  Once approved, the LCCE is entered into the DFAS Automated Strategic Business Planning (ASBP).

The primary purpose of the LCCE is to support both the budgeting and approval process.  The LCCE is the mechanism by which the Program Manager (PM) communicates the estimated program costs.  Program costs documented in the LCCE are then used to develop the Acquisition Program Baseline and the Economic Analysis (in Concept and Technology Development Phase). 

The LCCE shall be signed by the PM, the Director, Systems Integration (HQ/I), the Director of Accounting or Finance (as applicable), the Director, Resource Management (HQ/C), and the Chief Information Officer (HQ/S).  For Major AISs (MAIS), a final review of the LCCE is conducted by the Office of the Assistant Secretary of Defense (Policy, Analysis and Evaluation) (OASD [PA&E]) prior to the MAIS review.  For AIS programs that do not require MAIS review, the DFAS Architecture Steering Group (ASG) fulfills the review and oversight function.

1. Background.

     1.1.  Need.  This section shall summarize the business/mission need as described in the Mission Need Statement (MNS).

     1.2.  Program Description.  This section shall describe the high-level program requirements, as contained in the Operational Requirements Document (ORD).

     1.3.  Acquisition Strategy and Development Approach.  This section shall provide a summary of the Acquisition Strategy (AS) and Analysis of Alternatives (AoA) documents.

     1.4.  References.  This section shall reference pertinent program documentation with title, version, and date.  If any referenced document is not yet approved, it shall be noted as “Draft”.  As a minimum, the references shall include the MNS, ORD, AS, and the AoA.

2.  Cost Strategy and Affordability Overview.
     2.1.  Funding Sources.  This section shall identify the funding sources and amounts that will be used for this program.

     2.2.  Cost Summary.  This section shall describe the cost strategy and summarize the cost detail listed in Section 3.  The program office shall enter total cost by current-year dollars in millions.  The cost categories shall include Operating (O&M) and Capital (working capital).
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Similar tables shall be added at subsequent baselines.

3.  Detailed Cost Estimates.

     3.1.  Estimation Methods.  This section shall describe how the cost categories used in the detailed cost estimate were established and shall describe the techniques and/or models used to derive the estimates.

     3.2.  Assumptions.  This section shall state any assumptions and their rationale made by the Program Office in deriving the detailed estimates.  Assumptions might include productivity parameters, size parameters, reusability factors,  similarities with other systems used as a basis for the estimate, degree of testing required, or availability of certain personnel.

     3.3.  Risks.  This section shall identify and assess the risks and uncertainties that could impact the LCCE.  This assessment should include the performance of a sensitivity analysis on the primary cost drivers.

     3.4.  Cost Estimates.  This section shall contain the detailed cost estimates in spreadsheet format.  Once approved, these spreadsheets will be entered into the DFAS ASBP.  LCCE costs shall be in “current year” amounts and must include total program requirements, not just the amount funded in the budget and programmed through the Five Year Defense Program (FYDP) (i.e., baselines costs must include unfunded requirements if those unfunded requirements are a part of the approved program).  However, the LCCE should not include costs that are not part of the program approved by the MDA.  The funding categories shall include O&M and Capital (working capital), as applicable, and shall include, but not be limited to, the following types: program management, system engineering, technical project management, hardware, software, data, security, training, system integration, test and evaluation, facilities, operations, and maintenance (including system change requests), and disposal.

4.  Change Procedures and History.  Describe the steps required to modify the plan to include
version number methodology. Include pertinent history.
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APPENDIX A -  ACRONYMS

Describe the acronyms as they are used in the estimate.
APPENDIX B - DEFINITIONS

Describe the key terms as they are used in the estimate.
APPENDIX C - REFERENCES

Provide a complete list of documents referenced in the text of the estimate.  Each reference shall contain document number, title, revision number and date.
Policy and Regulation:  Policies or laws that give rise to the need for this estimate
DFAS Policy and Standards:  Defense Finance and Accounting Service policies and standards that give rise to the need for this estimate

Other Life Cycle Documents:  Other plans or task descriptions that elaborate details of this estimate
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