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Discretionary Budget and Contract Spending Trend and Outlook



Sequestration • Approximate funding level if sequester remains in place



Source: President’s Budget for FY 2014, CBO, Deltek Note: Sequestration line excludes disaster assistance and OCO funding.



2



2



10/21/2013



©2013 Deltek, Inc. All Rights Reserved



Winners in 2014 vs. 2013 by Discretionary Spending 13 agencies with $14.5B in increased spending



Source: President’s Budget for FY 2014 3
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Losers in 2014 vs. 2013 by Discretionary Spending



• •



12 agencies with $52.8B in decreased spending 2013 inflated by $50B in Hurricane Sandy related disaster assistance



Source: President’s Budget for FY 2014 4
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The Purpose of the Clarity Survey  Develop a fact-based baseline against which to measure future changes and trends  To establish industry benchmarks for our customers to measure themselves against



 The Clarity report this year will focus on:    
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Business Development Project Management Financial Management Compliance and Risk, Issue, Opportunity Management
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Who Responded to the Survey?
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Government Contracting Industry Trends Section 1: Business Development
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2012 Growth Rates  Growth Rates averaged 7% in 2012  12% of firms reported negative growth



 More firms reporting 0-9% growth  Small firms less than 50% high growth
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3 Year Growth Trend 2010 Growth Rates



2011 Growth Rates



 3 year shrinking high growth in every size firm  Increase of firms with negative growth since 2010 9
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2012 Growth Rates



2013 Growth Projections  As expected no firms project negative growth for 2013  Average expected growth 10%  Nearly 90% of Larger firms project low growth  Small firms optimistic to return to 50% high growth
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2013 Growth Projections



M&A Plans for 2013 2013 M&A plans



 28% of respondents indicated plans to buy or sell, up from 17% a year ago.  Buying plans dominate selling plans 10-1  Companies will use M&A to:  Diversify strategically  Capture emerging market share  Capitalize on economic down turn
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Contract by Type 2010 Contract by Type



2011 Contract by Type



 Fixed up for larger firms up to 48% from 25% a year ago.  T&M contracts gain 10% in mid-sized and small firms
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2012 Contract by Type



Top Business Development Challenges
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Importance of Business Development Initiatives



 Better & Early Opportunity identification remain a key  Us of Organizational Knowledge important for higher win rates
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Reasons for Not Pursuing Opportunities



 Companies to focus on what’s right for their business  BD team should focus on winning core business rather than identification 15
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Government Contracting Industry Trends Section 2: Project Management
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Project Management Maturity 2011 Project Management Maturity



2012 Project Management Maturity



 Overall Maturity is Reporting a Decrease  4% of Large Firms say they are Very Immature  Nearly 50% of small firms reporting Somewhat or Very immature
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3 Year Project Visibility Trend 2009 Project Visibility



2011 Project Visibility



 High visibility declining in Large and Midsized firms  High visibility improving in Small firms
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2012 Project Visibility



Project Managers with PMPs 2010 % of PMPs



2011 % of PMPs



 Certification percentages have reversed their 3 year trend slightly



 First time firms reporting 50% or higher has shrunk  Overall rise in PMP certifications since 2010
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2012 % of PMPs



Presence of PMO/PCO 2010 PMO Discipline



2011 PMO Discipline



 4-year expansion in the number of firms reporting No PMO  No PMO grew to 58% up from 53%  Cost Cutting likely to blame for sharp drop in PMO presence
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2012 PMO Discipline



Projects On or Under Budget 2011 Projects On or Under Budget



2012 Projects On or Under Budget



 14% say that less than half of their projects are on or under budget  These numbers aligned with years 1 and 2, making year 3 an anomaly 21
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Top Project Management Challenges
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Introducing



• A “next generation” collaboration working tool.



• For purpose driven groups at work.



• The perfect blend of team collaboration and personal productivity.



• The tool people WANT to use



Ease of sending a message and the volume of information to consume



Sharing information is easier, but consuming, organizing, and acting upon it is challenging – especially within groups.



Can you relate to this?



Did you get my email?



Meeting Agenda Ideas?



Are you doing your tasks?



Meeting Summary • • • •
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Notes Decisions Issues Follow-up Tasks



Death by Status Meeting!



Project Team Project Team Meeting Meeting Agenda Agenda 1. Introductions 1. Introductions 2. Topic #1 – Status of the initiatives 2. Topic #1 – Status of the initiatives 3. Rehash old decisions 3. Rehash old decisions 4. Make new decisions 4. Make new decisions



Communication Barriers Groups need a “central place” Ease of sending a message and the volume of information to consume



Sharing information is easier, but consuming, organizing, and acting upon it is challenging – especially within groups.



Government Contracting Industry Trends Section 3: Financial Metrics and Operations
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2012 Net Profit 2012 Net Profit



 Net Profits are up to 10% on average  Up 2 points from last year  Firms reporting 0-4% has grown dramatically  The average is up, however the rise in firms reporting low profit is a concern  The economic conditions are creating a gap between winners and losers.
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Average Invoice Cycle 2012 Invoice Cycles



 Average invoice cycle are slightly lower at 11.7 days from 12.2 days a year ago  Rise in Large firms reporting 0-4 days  Jump in small firms reporting 20+ days  Overall Small firms reporting more shorter invoice cycles than Larger firms.



29



© 2013 Deltek, Inc. All Rights Reserved



Days Sales Outstanding  DSO is up to 43.7 over 42.8 last year  DSO relatively flat YoY  More firms by volume report lower DSO (0-29) then 2011  Anticipation of longer DSO in the market  Contractors are expect government to slow down payments  Watch your Cash in 2013
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2012 DSO



G&A Rate (as Percent of Revenue)  G&A rates drop to 10.8% from 13.4% a year ago.  Small & Midsize firms 0-9% up more than 20 points.  Large Firms hold steady  Contractors continue to find ways to be more efficient.
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2012 G&A Rate



Composite Fringe Rate by Firm Revenue 2012 Composite Fringe Rate



 Fringe Rate drop to 24%  28.5% in 2011  32.5% in 2010



 Contractors continue cutting benefits  Reduced benefits will impact workforce productivity & longevity
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Top Finance Challenges
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Government Contracting Industry Trends Section 4: Compliance and RIO Management
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Level of Government Oversight 2011 Government Oversight



 Last year 62% felt government oversight increasing  3/4 respondents in 2012 had been audited past 24 months  Internal Controls & Pre-Award audits were the largest %  Small firms are being equally targeted
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Government Oversight Themes  We saw a few trends in the comments that we felt were important to discuss    



DCAA focused on audits that benefit dollars going back to the government Not focused on audits that would send dollars back to contractors Classifications and Penalties increasingly imposed in “Grey Areas” Questioning documented work experience for incurred cost audits from 7+ years ago  Larger DCAA sample sizes FY 2012: Overall, our efforts assisted contracting officials achieve $4.2 billion in documented savings to the Government. Based on these savings, the return on taxpayers’ investment in DCAA was approximately $6.70 for each dollar invested.



Top Audit Issues
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Scope of the RIO Management Initiatives 2011 Scope of RIO Management Initiatives



2012 Scope of RIO Management Initiatives



 More than 55% of firms reporting Division or Organization wide RIO initiatives  Companies reporting not initiatives rose as well  RIO will be one of the keys to surviving in GovCon in the coming years 39



© 2013 Deltek, Inc. All Rights Reserved



Leader of RIO Management Practices 2011 RIO Leaders



2012 RIO Leaders



 This year CFO’s and CEO’s are virtually tied representing nearly 2/3rds of responses



 COO’s Fall behind to the number 3 spot  Firms reporting a CRO triple up to 6% from 2% a year ago
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Finding Growth in a Challenging Market How Are Growing Companies Achieving Growth Develop new contract channels



Finding Growth Build operational excellence



10/21/2013
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Enter higher growth business lines/agencies



Thank You



http://www.deltek.com/clarity
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