	RISK MATRIX

	HIGH Risk: The process is out of control or performance data casts significant doubt on the capability of the system or key process to meet requirements. A major disruption is highly probable and the likelihood is the contractor will not meet the performance, schedule, or cost objectives

	KEY PROCESS
	PERFORMANCE
	SCHEDULE
	COST

	Management of Progress Payment Request Preparation & Submission
	Frequent and significant billing request errors,
High turnover in contractor personnel preparing payment requests,
	Contractor inexperience with progress payment process -  consistent delay in submittal,
	Multiple versus single process to prepare progress payment,

Lack of current internal procedures for the preparation of PP requests,

	Management of Costs
	Significant variances between contractor reported ETC and the Government’s independent ETC. 
	Past performance information reflects contractor has had cost control problems under several previous contracts,

Billing cycle frequently not in accordance with actual manufacturing schedule.
	Unallowable costs frequently included in payment requests,

Predominance of Gov. contracts in loss position,

Lack of clear cut documentation concerning allowable and allocable costs,

Overpayments not identified.

	Management of Business Systems
	Accounting and billing system; have recent, significant changes,
Little or no history of various system performance, 

Accounting, Billing, Estimating, or Material Management and Accounting System(s) partially adequate. 
	 Frequent accounting and billing system deficiencies cause significant delays in processing payments to DFAS.

 
	Accounting, Billing, Estimating, or Material Management and Accounting System(s) partially adequate 

Multiple layered company costs -- Intra-company costs replacing previously subcontracted costs, 

Overpayments not identified by contractor.

	Management of Company Financial Condition
	Contractor financial capability unstable,
Significant changes in the corporate structure (mergers and acquisitions).
	Contractor financial capability unstable,
Significant changes in the corporate structure (mergers and acquisitions).
	Contractor financial capability unstable,
Significant changes in the corporate structure (mergers and acquisitions).

	  Management of Production and Quality Assurance Systems 
	Contractor experiencing significant scrap rates in one or more floor processes, 

Contractor’s actual labor hours significantly vary from its planned process on major operations,  

Contractor experiencing rapid growth in orders accompanied by influx in new personnel. 
	Physical progress review reports significant deficiencies impacting ability to meet contract schedule,
  Significant schedule delays.

 
	Significant changes anticipated,
Material and labor expenditures in excess of contract requirements,
Excessive labor expenditures driven by labor hour growth or inexperienced personnel.

	MODERATE RISK: There is moderate process variance and the trend is adverse.  Performance data casts doubt on the ability of the system or key process to consistently meet requirements. Not only is it probable the contractor will encounter delays in meeting the performance, schedule, or cost objectives, but if the concerns are not addressed, the process may progress to high risk.

	KEY PROCESS
	PERFORMANCE
	SCHEDULE
	COST

	Management of Progress Payment Request Preparation & Submission
	Occasional billing request errors,

Moderate turnover in contractor personnel preparing payment requests,

 Contractor fairly experienced with progress payment process.
	Contractor inexperience with progress payment process - occasional delay in submittal.
	 Incomplete internal procedures for the preparation of PP requests.

	Management of Costs
	Moderate variances between contractor reported ETC and Government’s independent ETC.
	Past performance information reflects contractor has had some cost control problems under previous contracts, 

 Billing cycle occasionally not in accordance with actual manufacturing schedule.
	Unallowable costs included in some payment requests,

Some Gov. contracts in loss position.

	Management of Business Systems
	 Accounting, Billing, Estimating and Material Management and Accounting Systems adequate and moderately stable, with some corrective action required.
	Occasional accounting and billing system deficiencies cause occasional delays in processing payments to DFAS. 
	Partially inadequate or conditionally approved accounting/billing system with corrective action plan, 

 Moderate changes to systems anticipated.

	Management of Company Financial Condition
	Contractor financial capability stable, ability to complete the contract is not threatened; however, significant changes (mergers, takeovers, etc) may affect historical stability.
	  Inconsistent financial condition,
  

 Some changes in the corporate structure (mergers and acquisitions).
	  Inconsistent financial condition,
  

 Some changes in the corporate structure (mergers and acquisitions). 

	  Management of Production and Quality Assurance Systems 
	Contractor experiencing moderately excessive scrap rates in one or more floor processes ,

Contractor’s actual labor hours vary moderately from his/her planned process values on major operations. 

Contractor experiencing moderate increase in orders, accompanied by influx in new personnel.
	Physical progress review reports some deficiencies impacting ability to meet contract schedule, 

 Occasional schedule delays.
	Moderate material and labor cost overruns driven by scrap/rework rates, 

 Moderate labor cost overruns driven by labor hour growth or inexperienced personnel.

	LOW RISK: Performance data provides confidence in the capability of the system or key process to meet requirements.  Minimal or no impact will occur in meeting performance, schedule, or cost objectives.

	KEY PROCESS
	PERFORMANCE
	SCHEDULE
	COST

	Management of Progress Payment Request Preparation & Submission
	  Rare billing request errors, 

Little or no turnover in contractor personnel preparing payment requests 

 Contractor very experienced with progress payment process,
	Single process.
	 Complete internal procedures for the preparation of progress payment requests.

	Management of Costs
	 Slight variances between contractor-reported Estimate to Complete and results of Periodic Progress Payment Review.
	 Physical progress review reports no significant deficiencies impacting ability to meet contract schedule.
	Proper and timely application of loss ratio 

Contract not in loss situation, 

Proper segregation of unallowable costs. 

	Management of Business Systems
	Accounting and billing system adequate, stable & mature for progress payment purposes, 

Estimating and Material Management and Accounting Systems adequate or only minor corrective action required,

Timely notification of overpayment 
	  Rare accounting and billing system deficiencies cause rare delays in processing payments to DFAS.
	Adequate accounting and billing systems and stable, with only minor changes anticipated 

Joint system reviews by DCAA and contractor internal audit.

	  Management of Company Financial Condition
	 Contractor financial capability stable, ability to complete the contract is not threatened. Several years financial history available for the current corporate entity.
	  Contractor financial capability stable,
  

 Insignificant changes in the corporate structure (mergers and acquisitions). 
	  Contractor financial capability stable,
  

 Insignificant changes in the corporate structure (mergers and acquisitions). 

	  Management of Production and Quality Assurance Systems 
	Contractor scrap rates insignificant across floor processes,

 Actual labor hours vary insignificant from plan,

Plant loading & personnel resources stable.
	Physical progress review reports insignificant deficiencies impacting ability to meet contract schedule,

Insignificant schedule delays. 
	Material & labor cost overruns caused by scrap/rework rates rarely occur, 

Minor labor cost overruns driven by labor hour growth or inexperienced personnel.


