Reduction in Total Ownership Cost: Balancing Availability, Capability, and Costs
(AWACS and R-TOC)

Captain David L. Peeler, Jr.

Abstract

The Airborne Warning And Control Systems® (AWACS) Systems Program Office (SPO) has been actively
pursuing cost reduction and aircraft availability activities since 1994. The original conception of such activities was
dubbed "Extend Sentry."? This program was made up of a combination of projects focused on solving, producing,
and fielding fixes to chronic problems and maintenance and supply deficiencies on the AWACS. The goal was to
extend the AWACS service life into the next century. The current Reduction in Total Ownership Cost (R-TOC)
effort complements the AWACS SPD's efforts to transform the Extend Sentry program into a continuous
Reliability, Maintainability, and Availability (RM&A) process systemic to the AWACS program in toto.

AWACS was selected as a pilot program for both R-TOC and Section 912/8163 The R-TOC designation
was a logical outgrowth of the Extend Sentry program. The AWACS SPO had been intuitively pursuing cost
reduction activities prior to the conception of the OSD R-TOC initiative. Extend Sentry was composed of
approximately 150 projects designed to either improve aircraft availability or reduce maintenance hours. Some of
these efforts had the added advantage of reducing the ownership costs of the platform. To date 52 Extend Sentry
projects have been funded and/or completed. Severa of the projects that resulted in cost savings were identified to
SAF/AQF —the Air Force R-TOC office — as “prior year ‘R-TOC'* activities.”

For the forma R-TOC pilot submission AWACS has proposed 18 initiatives for future cost savings. These
initiatives were identified through the program’s legacy Extend Sentry and current, top priority RM&A projects.
Cost estimates for these projects were established at the piece-part level. Each estimate was stated as a delta to the
current cost the item being recommended for replacement under the auspices of R-TOC.®

The necessity for development (3600), procurement (3010), and O&M/O&S (3400) funding varied
depending on the proposed R-TOC program. Some required no development, some needed no additional infusion of

! The E-3 Airborne Warning and Control System (AWACS) is an airborne/ maritime Command, Control, and
Communications (C %) capable aircraft that is integrated into a Boeing 707 airframe. Its mission includes target
detection and identification, communications to tactical forces located either on the ground, sea, or in the air, and
control of friendly forces. To accomplish this C® mission, the E-3 carries powerful arborne surveillance and
identification radar, display and computer processing and communications subsystems as well as other mission
support systems.

2 The AWACS platform is known as the E-3 Sentry. Thus the term Extend Sentry was coined to connote the
extension of the platforms mission life.

3 Refers to the Defense Authorization Acts of 1998 and 1999 respectively. The language in Sections 912 and 816
have been interpreted to address process change and barrier removal in an attempt to improve program manager
oversight of life cycle management and sustainment.

4 Although R-TOC is a relatively new designator, AWACS identified to SAF/AQF several of the previous projects
the platform had accomplished to reduce the platforms total ownership — operating — cost.

° Only projects that actually forecast the reduction of costs are included in the R-TOC recommendations. AWACS
is aso pursuing projects that increase mission performance — through reduced aborts, etc. — and/or reduce the
maintenance hours required.



procurement funding, while other require both. In addition to development and procurement estimates, O&S
estimates to identify cost increases and reductions across the years of economic mission life were required. Any of
the Cost Analysis Improvement Group (CAIG) elements could be impacted. Most of the 18 proposed R-TOC
projects addressed costs for Depot Level Reparables (DLR), the Reparable Support Division (RSD) breakout of
CAIG element 2 :Unit Level Consumption. However, other CAIG elements are impacted by the AWACS proposal,
including mission personnel and contractor support.

Although the R-TOC effort primarily focuses on the reduction of a platform’s operating costs, its Section
912/816 complement, does much the same for the acquisition and procurement aspects of the program. As
mentioned above, the AWACS program was aso selected as a Section 912/816 pilot. In this capacity, the program
identified various ways to remove acquisition reform and operational execution barriers from the platform. These
barriers increase the cost of managing and operating the platform. Coupled with R-TOC, these pilot ideas form the
essence of reducing the costs of acquiring and operating the E-3 AWACS platform throughout its mission life.

Captain David L. Peeler, Jr.
Chief, AWACS Architecture,
Engineering, & C? Cost



N BIOGRAPHY

JOB DESCRIPTION: Capt David L. Peeler, Jr. leads multi-functional teams in the development of cost estimates
for $1.5B Airborne Warning and Control System (AWACS) enhancements in support of the ACC Modernization
Investment Planning (MIP) Process. He prepares and documents al levels of cost estimates used for life cycle
decisionsimpacting the $8 billion multinational AWACS program, analyzes contractor cost data, works with Budget
Analysts to provide in-depth financia management for two Integrated Product Teams. Leader of AWACS $54B
Total Ownership Cost (TOC) Effort supporting OSD, SAF/AQ, ACC, and Air Force's TOC efforts. Provides
"surge" leadership for cross- functional Process Action Teams to resolve critical accounting and finance issues for
the ESC Comptroller.

BACKGROUND: David was born and raised in Cherokee County South Carolina, where he graduated from
Blacksburg High School. Following college and prior to commissioning he work as a manager in severa private
sector concerns. Capt. Peeler was commissioned through OTS in 1992 and was assigned to Malmstrom AFB
Montana were he served as Chief, Financial Servicesuntil 1995. He was selected to attend the Air Force Institute of
Technology at Wright-Patterson AFB Ohio. In 1996 he was assigned to the Electronic System Center’'s Financial
Management Staff at Hanscom AFB Massachusetts. Reassignment to the AWACS SPO came in 1997 and he is
currently Chief, AWACS Architecture, Engineering, & C2 Cost. He has earned designation by the Society of Cost
Estimating and Analysis as a Certified Cost Estimator/Anayst and is aso a Certified Acquisition Professional,
Financial Management—Level 11.

EDUCATION:

1. 1988: Bachelor of Artsdegreein Political Science from Berea College in Berea, Kentucky.

2. 1990: Bachelor of Science degree with double majorsin Mathematics and Economics from
Troy State University in Troy, Alabama.

3. 1996 Master of Science degreein Cost Anaysisfrom the Air Force Institute of Technology.

ASSIGNMENTS:
1. Dec 92 —May 95: Malmstrom AFB Montana; 43" Air Refueling Wing
Financial Services Officer 43 Comptroller Squadron
Chief, Financia Services 43 Comptroller Squadron/341% Missile Wing

2. May 95— Sep 96: Wright-Patterson AFB Ohio;  Air Force Institute of Technology (AFIT)
Graduate Student, Cost Analysis; Logistics School

3. Sep 96 —May 99: Hanscom AFB Massachusetts; Electronic Systems Center
Weapon Systems Cost Analyst Product Center Financial Mgmt Staff
AWACS Weapon System Analyst AWACS SPO
Chief, AWACS Architecture, Engineering, & C2Cost  AWACS SPO

MAJOR AWARDSAND DECORATIONS:

National Defense Medal

HQ AFSPC's Financial Services Officer of the Year, FY94

AF Commendation Medal

AF Achievement Medal

HQ AFMC's Acquisition Costing Military of the Y ear, FY 98

Air Force' s Acquisition Costing Military of the Y ear (Runner-up), FY 98

EFFECTIVE DATES OF PROMOTION:
Second Lieutenant 18 Nov 92
First Lieutenant 18 Nov 94
Captain 18 Nov 96
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