Proposed Risk paragraph for Section 3

Current Interim Guidance paragraph is C2.5 RISK

It states, “The acquisition strategy shall address risk management.  The PM shall identify the risk areas of the program and integrate risk management within overall program management.  The Strategy shall explain how the risk management effort shall reduce system-level risk to acceptable levels by the interim progress review preceding system demonstration and by Milestone C. 

Current 5000.1 requires the PM (paragraph 3.5) to have “CREDIBLE cost, schedule and performance reporting to the MDA.” (emphasis added)  It also notes “no one best way to structure an acquisition program” (paragraph 4.1)  Though given flexibility, the PM shall “establish program goals for the minimum number of cost, schedule, and performance parameters that describe the program…” (paragraph 4.3.4)  Thought management is to be streamlined it does require (paragraph 4.3.5) the MDA to “ensure accountability and maximize credibility in cost, schedule, and performance reporting.” (emphasis added)  
Specific policies are outlines in enclosure 1 to 5000.1 further emphasizing risk management.  The additional policy states in paragraph E1.14 the “PMs shall provide knowledge about key aspects of a system at key points in the acquisition process. … They shall reduced integration risk … reduce manufacturing risk …prior to full-rate production.”  Policy goes on in paragraph E1.20 to state “complete and current program information is essential to the acquisition process. … authorities shall require PMs and other participants in the defense acquisition process to present only the minimum information necessary to establish the program baseline, describe program plans, understand program status, and make informed decisions.” 

DoDI 5000.2 uses the term risk 28 times.  It requires in paragraph 3.3.2.1 “requirements...refined through demonstration and risk management…”  In paragraph E6.4 it states the “DoD Component responsible for acquisition of a system shall cooperate with the CAIG and provide the cost, programmatic, and technical information required for estimating costs and appraising cost risks.” (emphasis added)  
To implement the direction in DoDD 5000.1 and DoDI 5000.2 the Defense Acquisition Guidebook should have the following paragraph added to chapter 3.  This paragraph provide flexibility in implementing Risk Management noting that various industry and government groups have develop risk management process while emphasizing best practices in quantifying the consequences of risks to obtain “CREDIBLE cost, schedule and performance reporting” as required by DoDD 5000.1.  To obtain the “maximize credibility in cost, schedule, and performance reporting” the PM will need a comprehensive risk process that integrates with the programs cost, schedule, and performance tracking system so realistic appraisals can be made of programs status given the risks and opportunities.
The paragraph as a link to the DAU Risk Community of Practice (RISK CoP). This CoP was one of the first CoPs developed under the Acquisition Community Connections (ACC).  It has posted numerous examples and instructional material to provide further guidance on best practices.  The community meets periodically through the year and runs various community projects.  It recently published an Acquisition Review Quarterly Special Risk edition in Spring 2003 and is currently working on updating the RISK Management Guide published by DoD/DAU.
The following is the proposed paragraph:

Risk Management  The PM and others in the acquisition process need to take an active role in identifying and understanding program uncertainties, whether they have a negative or positive impact on the program baseline.  Any assessment of cost, schedule, or performance against a programs baseline is not credible or realistic if uncertainties are not recognized and in some manner incorporated into estimates and assessments in a transparent manner.  It should be clear the impact uncertainty in particular areas of the program are having on particular estimates and assessments.  For point estimates to be credible and realistic it should be clear were they lie in the range of possibilities and the PM bases of confidence in such estimates should be transparent.  The best practice in Risk (and Opportunity) Management is to outline a plan that lays out an assessment process, method for handling identified uncertainties, and finally a continuous monitoring process that preferably is tightly integrated with the other knowledge based decision tools utilized on the program for assess cost, schedule, and performance.  Several approaches can be taken to implement a risk/opportunity management program.  No one method should be dictated to a PM and the government PM should not dictate specific methods to the contractor team.  Risk processes should vary depending on the programs phase, acquisition strategies, technology and level of integration, etc.  Integration into the appropriate management teams knowledge based decision tools in general is more advantages than common practices across all program participants and all level.  Successful risk management depends on the knowledge gleaned from assessments from all aspects of the program along with appropriate handling methods given the specific risks.  Specifics on various risk management processes,  assessment techniques, handling methods, and monitoring tools can be obtained at http://acc.dau.mil under Risk CoP. 

