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Objective of this briefing

I Raise your awareness of:
i Performance Based Contracts in a Partnered environment and the issues
I Why Analytics are so important to BAE Systems
I Business & Solution Modelling capability developed
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Typical products we provide partner

Typhoon TAS
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Military Flying Training System

M777 Howitzer Hawk 10S DLF Aircraft Service Provision
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http://www.army-technology.com/projects/ufh/

BAE SYSTEMS

Typical products we provide partner

i 4 %

Radar EWACS 14000 Radar EWACS 2100

ANZAC Major Fleet Unit
Tornado Group Maintenance Contract
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Performance Based Contracts present different risks, opportunities
and complexities

Background
I Company progressively moving iInto
Contracts, E.g. ATTAC, Hawk LIF, Type 45, Radar Contracts etc
I Performance Based Contracts:
i Different risks and risks that increase with time
I Relationship between cost, revenue and performance not intuitive
i Different KPI O0Os are required for Ser
I Partnering & Supply Chain creates greater Commercial Complexity

I Therefore, in 2006 EC sponsored the development of our Business &
Solution Modelling capabillity.

Appropriate application of Analytical techniques is key to de-risking our proposals,
winning Value Added business and optimising Through Life performance.

© BAE Systems plc 2012



BAE SYSTEMS

Through-Life Risk Profile needs to be understood at the proposal
submission stage
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[ Risk increases with time on long term Support contracts }
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What is Business & Solution Modelling (B&SM)?

Performance

U Solution Modelling = Solution Optimisation - -
Revenue Cost

U B&SM = Integration to understand the relationship
between cost, performance, risk and revenue and

optimise Value for Money.

U Business Modelling = Cash flow, NPV, costs, risk -

0B&SM Analytical techniqgques are f f
Predictive Analysis provides real insights into Cost, Performance and Risk
enabling O0evidence basedo6 Deci
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B&SM Benefits

I Informed decision making

I Enhance probability of Contract Award / Sﬁ‘é’é?liii

i Reduce risk \

I Save money L l
i Determine appropriate Metrics and KPIs \\W

I Operate and Continuously Improve the business

|

Greater agility - Faster decision making

I These analysis activities are applied to a project to firstly help
determine the best solution and then to underpin its ongoing
operation

Ol nformed Deci sion Makin

8
© BAE Systems plc 2012



BAE SYSTEMS

The application of Business & Solution Modelling analytics enables
us to optimise performance in support of our Customer goals..

In Through Life Delivery to:

I Improve predictability and forecasting of future performance against
KPIs and so optimise business performance

I Reduce the level of Risk through improved decision making

I Optimised Operations and Continuous Improvement of the business
and our solution/service offerings

I Greater Agility T Faster Decision Making

The Analytical B&SM Techniques developed are applicable to ALL Prospects
and Contracts in all phases of the Life Cycle i
Tailoring to the specific Business Issues/requirements is key
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Business & Solution Modelling pr
manage the business

Past Present Future
What Happened? What is happening now? What will happen?
Information
6Tradit| onal . .
Approacho (Reporting) (Alerts) (Extrapolation)
How and why did it What 6s the nexWhé&ate&6d the be¢st/ wor st
2 ion? 2
Insight happen” action? that can happen”
0B&SM
enabl edo (Modelling and (Recommendations) (Prediction,
Analysis) Optimisation, simulation)
Reference: O6Analytics at Workoé by
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Customer Citations

I NAO report Fast Jet Support:

I Highly complimentary of MoD, BAE Systems
and Partners

Systems & RR):
T £1.3Bn Tornado & £109M Harrier

I Improved Harrier availability at Cottesmore
from 2006

I Makes recommendations for MoD to improve:

I modelling of relationship between output
requirements, repairs and Support

I Cost Modelling @a;m

I Modelling of incentives on Industry

I Improve data availability to all budget Transforming logistics support for fast jets

B&SM i s an O0enablingd Capability to
[ decisions and support them in achieving these goals }
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B&SM Achievements

I Since 2006 B&SM has:
I Underpinned > £600M savings to our UK Customer
I Facilitated agreement of appropriat e

T Introduced Consistent Best Practice Standards and Validation & Verification
Governance for Cost Models

I Delivered significant cost savings on our major contracts
I Chairmands Awards for I nnovati on
I Bronze Awards 20 +
I Silver Awards 2
I Gold Awards 1

I Created an entire infrastructure of B&SM Capability
I Global Support Capability Maturity Assessment
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B&SM encompasses a wide range of analysis and

modelling techniques, E.qg.

Business Winning Solution Modelling
Value Proposition Supply Chain Modelling
Solution Optimisation Inventory Optimisation
KPI Analysis Process Modelling
Trade Off studies Fleet Modelling
Sensitivity Analysis Operational Analysis

Resource Modelling
Logistics Modelling

Project
Commercial Finance Management

Commercial & Financial Modellin
Life Cycle Cost Modelling

Payment Mechanism Analysis

Value Analysis

Risk Modelling

Engineering Support
ML
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We take a holistic approach to integrate the modelling and so optimise solutions

Capability Decision Support
Affordability, Operational Analysis
1|
: B&SM Cohtent of a Generic Proposal / Contract
|
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Delivery of End to End Visibility and Integration

BAE Systems has mapped, gathered and

ana}lysed data from the end to end supply chain " Available Capability to |
giving us a unprecedented . generate military effect
understanding of value D S il
and cost drivers &

_____________________________

7

€. this invest:
prioritisation of those activities that have the
largest impact on improved vehicle availability
and reduced through life costs
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