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LIFE CYCLE COST ESTIMATE

The Life Cycle Cost Estimate (LCCE) provides a comprehensive cost estimate for the preferred alternative selected in the Analysis of Alternatives (AoA).  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.  The LCCE covers all costs associated with the program for its complete life cycle including both contractor and Government in-house costs for program management support, development, test, training, deployment, and operation.  The LCCE is developed by the Program Office and is sometimes called the “Program Office Estimate.”  For Major and other selected automated information systems (AISs), an independent estimate, called the Component Cost Analysis (CCA), is developed by the Resource Management Directorate.

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 Chief Information Officer (CIO)/Business Integration Executive (BIE) Council fulfills the review and oversight function.

The LCCE can be a standalone document or it can be an attachment to a system’s Program Management Plan.  If it is an attachment, Section 1 (below) need not be present.

1.  Program Description.  This section shall contain a high-level program summary, as contained in the Operational Requirements Document (ORD).

2.  Cost Strategy and Affordability Overview.
[image: image1.wmf]Prior 

Years

Current 

Year

Current 

Year + 1

Current 

Year + 2

Current 

Year + 3

Current 

Year + 4

Current 

Year + 5

Current 

Year + 6

Current 

Year + 7

Through 

FOC + 10 

Years

Total

Approved Funding

500

3,000

4,000

500

500

500

500

500

500

1,500

12,000

  - Capital

500

3,000

4,000

7,500

  - Operations

500

500

500

500

500

500

1,500

4,500

  - Other (e.g., client)

0

Total Estimated Cost

500

3,000

4,000

1,000

500

500

500

500

500

1,500

12,500

  - Capital Cost

500

3,000

4,000

500

8,000

  - Operatrions Cost

500

500

500

500

500

500

1,500

4,500

Total Benefits

0

0

0

500

1,500

2,800

3,800

3,800

3,800

11,400

27,600

  - Savings

0

0

0

500

1,000

2,000

3,000

3,000

3,000

9,000

21,500

  - Cost Avoidances

0

0

0

0

500

500

500

500

500

1,500

4,000

  - Prod'y Improv'ts

300

300

300

300

900

2,100

Year

IOC Date: 

____________

FOC Date: 

__________

     2.1.  Cost and Benefits Estimates.  This section shall summarize the approved funding, estimated costs, and assigned benefits associated with the program.  The program office shall complete the below table using current-year dollars in thousands.  The Total Estimated Cost from this table should equal the detailed cost estimates shown in Section 3.

     2.2.  Return on Investment.  This section shall show the net present value of future benefits, the payback period, the savings-to-investment ratio, the benefits-to-investment ratio, and the internal rate of return in a table similar to that shown below.
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3.  Detailed Cost Estimates.

     3.1.  Cost Estimates.  This section shall contain the detailed “bottom-up” cost estimates in spreadsheet or table format.  The rows of the table should be the work breakdown structure elements identified in the Program Management Plan, and shall include all costs for planning, analysis, development, product acquisition and customization, testing, training, deployment, operations, and maintenance.  The columns of the table should be “Fiscal Years”, and should extend through Final Operational Capability (FOC) plus ten years.  The below table shows an example cost estimate format.  The year-totals in the table should equal the Total Estimated Cost for each year in the table in Section 2.1.
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      * Show whether cost is Capital (C) or O&M (O)

LCCE costs shall be in “current year” amounts and must include total program requirements as described in the ORD, not just the amount funded in the budget and programmed through the Five Year Defense Program (FYDP) (i.e., baseline 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 cost estimates shall include both O&M and Capital, though they need not be separated on this chart.

     3.2.  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.

     3.3.  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.

     3.4.  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.

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

LIFE CYCLE COST ESTIMATE

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
LIFE CYCLE COST ESTIMATE
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