HOW TO SUBMIT A


VALUE ENGINEERING PROPOSAL





By Tim Karcher, CVS





Purpose:  This is a guide to tell you the steps to go through to document a Value Engineering Study and report the resulting savings.





 STEP 1: Identification of a Value Engineering Study





	Whenever investigating a problem or reviewing a design/ requirement that might result in cost savings, prepare a “Value Engineering Study Identification Memo”.  This can be a very informal memo.  An E-mail to your value engineering coordinator will do.  The purpose of the memo is to document the fact that you plan to do a value engineering study.  


	The memo must:


Be dated prior to any Value Engineering Proposal being submitted to the decision maker


Specifically identify the effort as a “Value Engineering Study”.





Since the memo is to identify a planned Value Engineering study, the memo should:


Be dated prior to the value engineering study and the development of alternatives


Identify the general study area and not the solution





Sample Memo:
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STEP 2: Function Analysis


In order to credit savings toward your value engineering goal the savings must be the result of a value engineering study. For an effort to be a value engineering study, it must include a function analysis. 


Function analysis is a tool used to clarify the requirements for the process or product under study.  The function analysis is then used as the basis for developing alternatives to improve the process or product under study. A Function Analysis System Technique (FAST) diagram is a highly developed form of function analysis.  The most minimal level of function analysis is a one-function definition and a group of alternatives based on that function. Functions are described in two words, a verb and a noun. The level of function analysis you perform should be dependent upon the complexity of the problem and the resources available.  


Example of minimal function analysis:
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Step 3: Savings Calculation


You need to gather and present data to show the basis for your savings. You can report up to seven years worth of savings; however, only three years worth are credited toward your VE goal.





Sample Savings Calculation:
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STEP 4: Verification of Savings





	After the Value Engineering Proposal is approved and implemented the savings must be verified. Value Engineering savings require verification prior to being reported.  A chief budget official or commander must sign a verification statement.  The verification statement states the amount of dollars freed for reprogramming.  The dollars freed for reprogramming can be in the current year dollars or an official budget plan.


	


The verification memo must be signed by:


A budget official, or


The Commander





The verification memo must state:


The dollars were on-hand or budgeted 


The dollars are free for reprogramming/used for other than the originally intended purpose

















Sample Verification Memo:
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Step 5: Report Savings


	Once your approved Value Engineering Proposal is implemented you can report the savings.  


First gather the required mandatory documentation:


Memo identifying the start of a value engineering study


The Function Analysis


Savings Calculations


Verification of Savings Memo (the Commander or chief budget officer can sign the OSC 70-1(R)in lieu of memo)





    Next obtain an OSC Form 70-1(R). Contact your Value Engineering Manager for forms and assistance.  This form is used to aid the Value Engineering Managers data entry to the Value Engineering Management System.
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AMSOS-XXX 								18 April 2000








MEMORANDUM FOR  AMSOS-RMP/P. Smith, VE coordinator





SUBJECT:  Identification of Value Engineering Study








This office intends to undertake a Value Engineering study involving inspection of the PA111 ammunition container.





Point of contact is the undersigned at 25261 or email DoeJ








//signed//


						Jane Doe


					  General Engineer






































Title of Study: Quality Control for Ammo Containers





Function Analysis:





Function of Process:  Assure Quality





Alternatives:





	1.  Status Quo: 100% pressure test two major components on a slave test fixture.  100% pressure test final ammo container assembly.  100% pressure test inspect after round packed in container.


	Cost: $40/container


	2.  Eliminate component testing.  100% pressure test final ammo container assembly. 100% pressure test inspect after round packed in container.


	Cost: $20/container


	3.  Eliminate component tests. Statistically sample test final ammo container assembly. 100% pressure test inspect after round packed in container.


	Cost: $12/container


	4.  Eliminate testing on container components and final assembly. 100% pressure test inspect after round packed in container.


 	Cost: $10/container





Decision:


Status quo is too expensive.


Recommend alternate 3.  Sampling of containers provides assurance that containers will function properly before ammo is packed. 100% inspection after ammo is packed in container will insure moisture sensitive ammunition is protected for long term storage.


























 





Note:


Verb-Noun function definition and alternatives





�
FY2001�
FY2002�
FY2003�
FY2004�
FY2005�
FY2006�
FY2007�
�
Current Process�
�
�
�
�
�
�
�
�
Cost/Container�
$40 �
$40 �
$40 �
$40 �
$40 �
$40 �
$40 �
�
Quantity�
10,000�
10,000�
15,000�
15,000�
15,000�
15,000�
10,000�
�
�
�
�
�
�
�
�
�
�
Total Cost�
400,000�
400,000�
600,000�
600,000�
600,000�
600,000�
400,000�
�
�
�
�
�
�
�
�
�
�
Alternative 3�
�
�
�
�
�
�
�
�
Cost/Container�
$12 �
$12 �
$12 �
$12 �
$12 �
$12 �
$12 �
�
Quantity�
10,000�
10,000�
15,000�
15,000�
15,000�
15,000�
10,000�
�
�
�
�
�
�
�
�
�
�
Total Cost (Alt 3)�
120,000�
120,000�
180,000�
180,000�
180,000�
180,000�
120,000�
�
�
�
�
�
�
�
�
�
�
SAVINGS�
280,000�
280,000�
420,000�
420,000�
420,000�
420,000�
280,000�
�



$980,000 credited to VE Goal – First three years of savings





MEMORANDUM FOR AMSOS-XXX (VE Manager)





SUBJECT:  Verification of Value Engineering (VE) Savings











VE action number_990956__ with stated current year savings (FY01) of $280K and estimated cost avoidance (FY02-FY07) of $2,240K has been reviewed for accuracy of current year savings.





The undersign verifies:





That funding in the amount of $280K in FY01 funds was available for accomplishment of the action/activity identified to be changed by the implemented VE action.





That $280K in FY01 funds is no longer required for the originally intended purpose as a result of the VE action cited above.





That $280K in FY01 has been/will be applied to be used for funding previously unfunded requirements.





 


									<signed>





 John S. Smith


Chief Budget Officer


	




















