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[image: image1.jpg]"NMCI will bring more than 1,200 high-tech jobs and nearly $1 billion in infrastructure to San Diego,
and (will have) a "significant impact" ... on the area's regional economy and quality of life..."
- Nicole Cretelle, San Diego 1st District County Communications Director




NMCI offers the Department of the Navy (DON) a transformational opportunity to leverage new technologies and industry innovation to better achieve our global Naval mission.  It is a revolutionary approach for obtaining voice, video, and data communications and computing capabilities within the Department of Defense (DoD).  Instead of adopting the traditional government approach of designing, procuring and integrating an end-to-end computing and communications capability ourselves, we’ve adopted an approach commonly used in industry to acquire information technology (IT) capabilities via a fixed price, multi-year, performance-based services contract signed on 6 October 2000.  Some of the benefits being realized are reduced cost, improved access and interoperability, and security of our computing and communications systems.  Activities of federal employees are being refocused on core naval missions. 

NMCI has everything to do with warfighting.  Our fleets operate in net-centric battle groups without the ability to effectively reach back to the knowledge and expertise resident in the shore infrastructure. A young Marine on the battlefield who needs information about a suspected biological agent needs immediate collaboration with the experts at Ft. Dietrick.  A Chief Petty Officer on a deployed cruiser in the Persian Gulf needs immediate advice from the original parts manufacturer when he discovers a damaged fire control radar.  With NMCI, the Department of the Navy becomes a complete fighting unit from the front of the battle line all the way back to the furthest reaches of our warehouses and laboratories.

When completed, NMCI will consolidate Navy and Marine Corps computer networks at more than 300 bases into a single, enterprise-wide managed service for voice, video, and data information exchange.  Computing and communications capabilities will be consumed and paid for in much the same way that other utilities are purchased.  The NMCI contractor, Electronic Data Systems (EDS) Corporation, will be paid, or penalized, depending on their ability to meet the service performance levels and satisfy users. 

NMCI Highlights

Business Case Analysis Update:  As part of the updates required by Congress, the Department is conducting a detailed update of its Business Case Analysis for NMCI.  The findings from the original business case (in $FY 99) showed that the average Navy and Marine Corps annual “As Is” seat cost was $4,403, to include distributed computing, wide area network, and voice costs.  It also highlighted about $2.6B in unbudgeted requirements for DoD Public Key Infrastructure (PKI) and other security upgrades ($865M), pier outfitting for IT-21 ($170M), a 3 year refreshment cycle ($256M), base cable plant upgrades ($1,100M) and the need for 54,456 additional seats ($240M).  Actual NMCI costs have been collected at all first increment sites for inclusion in our planned December 2001 NMCI Update to Congress.  The submission will reflect that the adjusted average as-is direct cost at representative first increment Navy sites is $3,851 per seat and the new cost under NMCI is $3,412 per seat.  Even when $400 per seat in maximum incentive payments is factored into the direct seat costs ($3,812) along with the previously mentioned unbudgeted requirements, the NMCI business case is still sound.  As part of the contract, our costs for these seats will drop to $3,000 per seat from FY-05 and out.

[image: image3.jpg]Network Operating Centers and Help Desks:  The most visible sign of NMCI to date has been the opening of two 95,000+ square feet Network Operations Centers (NOCs), located in Norfolk, VA and San Diego, CA.  Located near the two NOCs are the two Help Desks that will provide support to all of NMCI users.  The Norfolk NOC opened 9 July 2001 and the San Diego NOC opened 6 August 2001.  The Norfolk Help Desk will handle all calls east of the Mississippi and the San Diego Help Desk will handle all calls west of the Mississippi.  Within the next two years the remaining NOCs will be completed.  They will be located in Jacksonville, FL; Oahu, HI; Puget Sound, WA; and Quantico, VA.  Upon completion of the sixth NOC, NMCI will connect more than 411,000 Sailors, Marines and government employees across the United States and selected overseas locations.

Hardware and Software Orders:  Over 42,000 seats have been ordered as part of the first increment.  EDS has assumed responsibility (AOR) of our existing infrastructure at the first increment sites.  That means they have assumed financial responsibilities for all of our IT operations, user support, help desk support, local and wide area networking functions.  It also means they have negotiated with all of our small business partners in the first increment, migrating those contracts into the Information Strike Force (ISF) Team.  One thousand desktops have been delivered and are operational at Atlantic Fleet.  The software gold disk has been delivered to Dell to support these seats.  As software upgrades are required, they will be electronically “pushed” from the NOCs with little or no human intervention at each desktop.

Wide Area Networking:  As part of the NMCI contracted seat price, EDS is provisioning a WorldCom vBNS+ (very high-speed backbone network service) solution to supplement the Defense Information Systems Network (DISN).  Significant testing and technical analysis have been accomplished to support this effort.  A significant technical milestone, Interim Authority to Connect to the DISN, was received 14 August 01.
Local Area Networking:  EDS has made a significant investment in base networking upgrades, including laying new fiber in the ground, upgrading in-building networks, refurbishing the building area server rooms, adding power distribution centers, installing backup generators, etc.  At Naval Air Station (NAS) Patuxent River – one of the more technologically advanced bases – the local Chief Information Officer (CIO) is impressed with the amount of redundancy being built into what is considered one of our most robust networks.

Server Consolidations:  In addition to the NOC and Help Desk, 16 server farms have been put in place using both Dell and Sun servers with Cisco switches and routers.  There will be approximately 2400 terabytes of data storage capacity, with stored data kept on site for 30 days and at an off site location for another 90 days.  The server farms and storage operate at 50 percent capacity—leaving 50 percent available in case of war.  These server improvements result in enhanced lines of communication, improved quality of service, better reach-back capability, greater security and increased productivity.
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Security:  NMCI implements the Defense in Depth approach at all levels by rigorous implementation of firewalls, content scanners, intrusion detection systems and Virtual Private Networks (VPNs).  While consolidating networks, we are eliminating multiple access points to the Internet, typically high vulnerability points.  To continuously validate the security posture of the NMCI, government Green Teams will be used to verify contractor performance against security Service Level Agreements (SLAs), while Red Teams will be used to conduct general vulnerability assessments.  As a part of the Department of Defense-wide roll-out of the Common Access Card, the Department of the Navy, is providing a smart card with PKI digital certificates to every active duty, selected reservist, government civilian and on-site contractor employee.  These digital credentials will be used to gain access to NMCI, significantly improving the security of our network and allowing our employees to conduct secure e-Business transactions over the Intranet.  As of 17 August 2001, the Department has already issued over 41,000 Common Access Cards, focusing primarily on those personnel who are in the first increment implementation of NMCI.

Small Business Involvement:  EDS has aggressively pursued its Small and Small & Disadvantaged Business goals.  The NMCI contract required that at least 35 percent of the contract business be set aside for small business, EDS bid 40%.  Compliance must be demonstrated every six months and the contract offers an incentive award up to $625,000 (maximum of $1.25M a year) for exceeding 35%.  In the first report, EDS far exceeded this goal.  The following chart depicts some of the major categories of small business involvement we are tracking and the contractor’s actual accomplishments in each category (as of 15 May 2001 Quarterly Report).

Summary Statement

	CATEGORY
	MINIMUM REQUIREMENT
	ACTUAL ACCOMPLISHMENT

	
	($)
	($)

	Total Small Business Concerns 1st, 2nd, 3rd tier
	6,863,531.56
	15,856,884.81

	First-tier Level Small Business
	686,353.15
	13,783,115.45

	Small Disadvantaged Businesses
	857,941.44
	2,172,883.56

	Woman-owned Small Businesses
	857,941.44
	1,394,702.59


[image: image4.jpg]Civilian Personnel:  The Department is committed to supporting any personnel that are affected by NMCI as they transition to other government or industry jobs.  This commitment is shared by EDS, who’s offering employment to all affected DON civilian employees to include a 15% salary increase, signing bonus and guaranteed 3-year employment.  In total, 239 civilian positions were affected by this first increment implementation, 45 of whom have taken positions with EDS.  There were no involuntary separations.  Our comprehensive civilian personnel transition plan, coupled with the full range of employee placement tools, will continue to minimize the impacts on our employees.
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Military Personnel:  In order to maintain sea-shore rotation, enhance retention and improve skill levels for military personnel, the Navy has validated 421 IT billets for reassignment to NMCI.  Similarly, the Marine Corps has identified 250 Marine positions. Navy personnel will incur a minimum of two years of follow-on orders after completion of 36 months of duty with NMCI.  The Marines have a similar tour and obligation.  Military personnel will receive state-of-the-art, industry standard training as part of their assignment to NMCI, greatly benefiting these Sailors and Marines when they return to the Fleet.  Training for our military forces may include Cisco, Microsoft, Oracle, Tivoli or Remedy certifications. While attached to a NMCI NOC/Help Desk, Sailors and Marines will work alongside members of the NMCI/ISF from Raytheon, WorldCom, Microsoft, Cisco and a wide range of small businesses. The initial complement of Sailors has already reported to the NOCs/Help Desks in Norfolk and San Diego.  The first Marine assignments will occur as the Marine Corps transitions to NMCI in Fiscal Year 2002.


[image: image2.png]"NMCI offers the latest in technology... I was originally scheduled to go to England but found out I
could fill an NMCI billet and jumped at the chance. I was really interested in the latest technology
and the chance to be a part of a new command."

- IT2 Horatio Robinson
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NMCI Cutover:  Official cutover to the NMCI took place at 5:35 PM on Friday, 7 September 2001 at the Naval Air facility (NAF) Washington for the Naval District Washington (NDW).  The event was represented by AM1(AW) Ian Gehrmann sending the first operational e-mail to a host of Department of Navy recipients including the Honorable Gordon R. England, Secretary of the Navy.  Petty Officer Gehrmann was selected for this honor because of his particular dedication and enthusiasm as an integral part of the NAF Washington NMCI transition team, as well as his distinction as a prior NAF Washington’s Sailor of the Year.  The e-mail sent read in part:

“At the direction of the Commanding Officer Naval Air Facility Washington, I am pleased to report to the Chain of Command, "We've been given a ready deck…NAF Washington has launched NMCI!"”

The Commanding Officer of NAF Washington, CAPT Scott Beaton, was beaming with pride as the culmination of a lot of hard work for his Team and the ISF all came together as signified by the sending of the message.   NAF Washington is the first Navy Command to transition to NMCI in NDW and will also serve as the ISF logistics staging area for NMCI implementation throughout NDW.

Lessons Learned

As the first of its type in the Federal Government, NMCI has experienced its share of “lessons learned”.  First and foremost is the need to have better articulated and communicated what NMCI is all about and what has been accomplished this fiscal year.  The Department of the Navy is extremely pleased with the results of the NMCI effort to date.

While the implementation process for NMCI has been able to address several long-standing problems the Department has had with its computing and communications infrastructure, it has had two other substantial impacts.  It is important to remember that these issues are not caused by NMCI, but were brought to the surface by NMCI. We believe that these problems are not unique to the Department of the Navy; they are common to the Department of Defense and all large enterprises run in a decentralized manner.
Legacy Applications:  The Department has been able to use NMCI as a forcing function to rationalize and reduce the number of legacy applications it operates.   We discovered more than ten thousand additional applications in our first-increment installations not reported as part of our Y2K efforts.  The Legacy Application rationalization and certification process remains one of the biggest challenge areas.  There has been significant progress made in legacy applications reduction with 70% being reduced at first increment sites.  Because of the sheer number of applications and the rigorous steps required to ensure their compatibility with the NMCI network and its associated Information Assurance (IA) requirements, legacy applications have become a critical path schedule driver for each activity being transitioned to the NMCI.  While NMCI was not designed as a catalyst for legacy application reductions, it has had that result and is proving to be a more successful catalyst than the Y2K challenge. 

True Cost of IT:  Identification of the total actual pre-NMCI cost structure has been a difficult issue.  Many activities that could, supplemented their IT budgets with year end reprogramming and bought IT with other appropriated funds associated with the primary business purpose.  Put simply, the Department cannot identify exactly how much it had been paying for NMCI-like network infrastructure, or what specific source programs were footing the bills, as they were never reflected in the IT budgets.  NMCI is correcting this.   As EDS assumes financial responsibility at the sites, all as-is IT related costs are coming to the surface. 

Frequently Asked Questions

Q: Does the Commandant of the Marine Corps support NMCI? 

A: The Marine Corps supports the NMCI initiative and has stated its intention to fully participate. The Marine Corps is scheduled to begin using NMCI in FY 2002 and the Marine Corps leadership is actively participating in planning that will lead to this transition.  

Q: How are you addressing the concern that NMCI costs will impact the working capital funds rates of the Naval Aviation Depots and Shipyards?

A: We have included anticipated costs for these activities in our budget estimates, totaling $21 million for the Naval Aviation Depots (NADEPS) (early FY 2002 implementation) and $4 million for the shipyards (with a comparatively late FY 2002 start).  Estimates of what was spent by these activities before NMCI vary widely, were supported by numerous programs and sources, and cannot be reliably compared.  However, the NMCI estimates are well within the total annual Information Technology budgets for these activities (about $100 million for the NADEPS, and another $100 million for the shipyards).  While NMCI provides greater visibility of IT costs, we do not expect higher total operating costs and have not built in a higher rate structure because of NMCI. Because NMCI costs under the contract were much lower than originally planned, the result is in fact a net reduction for some activities.  The Department will do everything we can to ensure that the depots and shipyards do not incur negative impacts to their rates.

Q: What is Assumption of Responsibility (AOR) and how does it affect the Navy and Marine Corps bases?

A: AOR occurs when the ISF assumes responsibility of the existing network operations at a base. Under AOR, seats are not yet operated under the new NMCI infrastructure. During this time detailed planning, implementation, and testing are underway for the replacement NMCI network and this occurs without impact to the existing network and systems. Since March 2001, AOR has been completed for 29 Navy sites and 41,000 seats.

The Way Ahead

Identifying a testing strategy with sufficient rigor for both the DoD and DON to use as the basis for operational testing certification has presented a challenge.  In order to get the best possible prices for NMCI services, the Department was required to guarantee certain seat order minimums to the vendor in each of the five contract years, similar to other multi year contracts.  This provided the vendor with a validation of the planned revenue stream to pay for necessary infrastructure investments made and to pay for services delivery.  The Department has adjusted contract minimums during Fiscal Year 2001 and is negotiating a substantial adjustment to the Fiscal Year 2002 implementation plan that EDS can accommodate without the Department incurring an increase in the NMCI seat costs.  After extensive discussion with the DoD CIO, Office of Management and Budget (OMB) and the NMCI vendor, the Department has developed the following strategy that, with Congressional approval, ties future NMCI orders to significant testing events.

Testing milestone #1:  After the successful completion of the three phases of contractor testing of Naval Air Facility Washington, Naval Air Station Lemoore, Naval Reserve Center Lemoore, and the Naval Air Systems Command Headquarters (a test population of approximately 4,000 seats), the DON will submit the results to DoD CIO, who will convene an OSD senior level review.  Based on successful test results and a positive decision from the DoD CIO and the Under Secretary of Defense, Acquisition Technology and Logistics USD(AT&L), the DON will be allowed to submit orders for an 100,000 additional seats.  As of August 2001, the vendor will have installed sufficient infrastructure, with the additional base server farms, to support 160,000 seats.  The additional seat selections will be supported by this infrastructure.  This is likely to occur in January, 2002.

Testing milestone #2:  The Department will have approximately 20,000 seats fully cut over to the new NMCI environment, meeting all network, applications and desktop testing requirements, in March 2002.  SLA performances will be tested and when these 20,000 seats are operating satisfactorily in the NMCI environment for 30 days, the DON will submit the results to DoD CIO, who will convene an OSD senior level review.  Based on successful test results and a positive decision from the DoD CIO and USD(AT&L), the DON will be allowed to order an additional 150,000 NMCI seats with the remainder of the DON’s Fiscal Year 2002 seat funding.

Testing Milestone #3:  After the completion of the Operational Evaluation (OPEVAL) testing, expected in June, 2002, the DoD CIO will convene an OSD senior level review to evaluate the results of this independent assessment.

Testing Milestone #4:  When 85% of the NMCI seats are installed and on-line, expected late in FY 03, the DON will conduct a stress test of the system to determine if the NMCI can meet the performance requirements.  This is to be accomplished before the decision for exercising the option term.
Leading the eGov Transformation
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Because of the uniqueness of the Department of the Navy’s approach to acquiring IT capabilities, we have been requested to brief executives from other departments and agencies in the Federal Government, especially concerning the development of our SLAs.  The Department is following industry best practices by pioneering the use of stringent SLAs that are linked to contractual incentives that will be continuously measured and tested as part of our self-correcting feedback loop.

Recently, the National Security Agency awarded a contract for a similar effort named Groundbreaker.  Much like NMCI, it provides commercial expertise, commercial best practices and technological agility in support of the National Security Agency’s (NSA) core classified and unclassified work.  NMCI is unique in that IT services are delivered as a utility with constantly refreshed technology and bandwidth on demand within a fixed price.

Following award of NMCI, the Department of the Army recognized the need to accelerate their drive to become an intranet-age Army.  While the Army is handling much of its transformation internally, its goal is the same as NMCI.  Army leaders recently announced consolidation of IT resources under the Army Chief Information Officer.
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It is the Department of the Navy’s belief that this multi-year IT services approach is the only way the Department will be able to afford the computing and communications infrastructure improvements necessary for us to move into the 21st Century.  Requesting new capital investment funding, thereby diverting scarce procurement funds more urgently needed for the acquisition of our ships, aircraft and weapons systems, should only be pursued as a last resort.  NMCI is not just important for the Department of the Navy.  Our success will determine industry's willingness to continue to assume risk on our behalf and their enthusiasm for participating in any further NMCI-like efforts across the Government.
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[image: image10.jpg]"While there are hurdles and issues and concerns, there are a lot of people like myself
who know we have to make this successful, and we're working hard
every day to make sure that happens...It will be successful."

- Secretary of the Navy, Gordon England





[image: image11.jpg]"The NMCI represents a major transformation
and establishes a real standard for the Navy,
Marine Corps and government. It allows us to
maintain a technological advantage over any
potential enemy and we are convinced this is
the right approach... As a customer we are very,
very pleased with the initial rollout."

- ADM Robert Natter, Commander in Chief, Atlantic Fleet
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