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Welcome 

Welcome to Introduction to Cost Risk Analysis, a 

module that provides the foundation for understanding 

risk management related to cost estimation. The 

Department of Defense recognizes that risk 

management is critical to acquisition program success. 


Addressing program risks helps assure program cost, 

schedule and performance objec tives can be met. 

Failure to address program risks will almost guarantee Risk 

that program objec tives will not be met. The objective 

o f this module is to provide the framework for Management 

quantifying risk and uncertain ty, in dollar terms, and Plan 

risk management planning expec tations. 


The Module Overview gives a more detailed description 

of the content, system requirements and 

assessments. 
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Module Overview 

This module is an introductory presentation of the 
cost risk analysis process of Defense Acquisition 
Programs. This module reviews the processes and 
steps used in the conduct of cost risk analysis 
supporting acquisition programs. 

The unofficial prerequisite for this course is CLM 
017, Risk Management. CLM o 17 provides the 
foundation for DoD risk management. Introduc tion to 
Cost Risk Analysis is intended for participants who 
work within service cost agencies, 
procurement/development organizations, the 
Program Executive Offices, Program Management 
Offices, and the Department of Defense 
organizations. 

... 

Risk Management 
Process Model 

Approximately 2 • 3 hours w ill be needed to 
complete all seven lessons of this module. 
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Module Objectives 

This module identifies the major components of a Cost Risk 

Analysis and presents the analytical methodologies used in a Cost 

Risk Analysis. It consists of seven lessons that provide the 

fundamental steps for conducting a cost risk analysis. 


Upon completion, you should be able to : 

• 	 Identify the components that comprise a successful Risk 

Management Plan. 


• 	 Recognize the elements o f risk, and their related 

characteristics, that affect the cost o f a program. 


• 	 Identify the fundamental reasons and expectations for 
conducting cost risk analyses for defense acquisition 

programs. 


• 	 Distinguish between risk and uncertainty. 

• 	 Compare five analysis methods. 

• 	 Examine how cost is treated as a Probability Distribu tion. 

• 	 Identify the process o f conduc ting a Monte Carlo simulation 

for the cost risk analysis. 


• 	 Identify what characteristics make up a good strategy to 

minimize cost risk. 
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System Requirements 

In order to access all features of this module, your computer must meet specific system requirements 
and have the necessary software applica tions. 

Select each icon in the graphic to leam more . 
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Popup Text 

Screen Resolution 

Screen resolution determines how the content appears on the computer monitor. To view the entire content 
window, screen resolution should be at least 1024 x 768 pixels. 

For Windows XP: 

1.	 Right-click the desktop, and then click Properties. 
2.	 In the Display Properties dialog box, click the Settings tab. 
3.	 Move the Screen resolution slider to a resolution of 1024 x 768 or higher. 
4.	 Click Apply to have the new resolution take effect. 
5.	 If the Monitor Settings dialog box appears, look at your display. If you like the new resolution, click Yes. If 

you do not like the resolution, click No, and return to step 3 to try a different resolution. 
6. Click OK. 

For Windows Vista, 7, and 8: 

1.	 Right-click the desktop, and then click Display. 
2.	 Under Resolution, move the slider to a resolution of 1024 x 768 or higher. 
3. Click Apply. 

Popup Text 

Adobe® Flash® Player 

Adobe® Flash® Player Version 8+ is necessary to view some of the presentations embedded within the content. 

If you do not have Flash® Player, go to the Adobe® Website to download the software 

http://get.adobe.com/flashplayer/
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Adobe® Reader® Player 

Adobe®Acrobat®or the Adobe®Reader®Version 8+ software is necessary to access some of the documents 
embedded in this course. 

If you do not have Adobe®Acrobat®or Adobe®Reader®on your computer, then you should download the 
Adobe®Reader®software from the Adobe®website. 

Accessibility 

Microsoft®Windows®allows you to change some of the features on your computer. This can be useful if you have 
physical or visual needs that require special accommodation. The Accessibility Options are located in the Control 
Panel. 

For Windows XP: 

1.	 Select Start from the Taskbar to open the Start menu. 
2.	 Select Control Panel. 
3.	 From the Control Panel window, select Accessibility Options. In the Accessibility Options dialog box, you 

may change a number of different options on your computer. 

For Windows Vista, 7 and 8: 

1.	 Select Start from the Taskbar to open the Start menu. 
2.	 Select Control Panel. 
3.	 From the Control Panel window, select Ease of Access. From this menu, select and change the different 

options on your computer. 

NOTE: Additional Accessibility information is provided later in this lesson. 

http://get.adobe.com/reader/
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Browsers 

This module should be viewed using Internet Explorer 6.0+; Firefox 2.0+ can also be used. The following browser 
settings should be applied: 

• Pop-up blockers disabled 
• Cookies enabled at medium-low security level 
• Enable Automatic prompting for file downloads in the Security Settings 
• Font size or DPI set to normal or small 

Computer Specifications 

The following minimum computer specifications are required for optimal display. 

• Pentium 400 MHz Processor 
• 6 GB Hard Drive 
• 64 MB RAM 

Internet Connection 

A minimum Internet Connection Speed of 56 kbps is required. 

Additional Support 

If you experience any issues with the course or require additional assistance to make the necessary system 
changes, contact dauhelp@dau.mil or call the Help Desk at (703) 805-3459 or DSN 655-3459. 

mailto:dauhelp@dau.mil
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Hyper links 

Links in the fonn of text , graphic hotspots, and 

buttons embedded throughout the module provide 

you with access to additional infonnation. 


http :/ /WWW.Hyperlinked text is always underlined and appears 
in blue. Clicking a hyperlink may : 

1. Display a E.212!J1! window 

2. Open a EQ.E document 

3. Access an external website 

----..-·--­
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Popup 

This is a sample popup window. Close it by either reselecting the hyperlink or by selecting the open Popup window. 
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Navigation 

Navigati ng between Lessons 

The Atlas table of contents column to the left lists 

the lessons in each module. To access each lesson, 

select i ts ti t le in the list. The circles next to each 

lesson ti t le, called Harvey balls, track your progress 

toward completion. Depending on the version you 

are using, when you complete a lesson, either 

a circle will be filled with orange or a green check 

mark will display. 


In cases where the circle does not fill or a check 

mark does not display immediately after you 

complete the lesson, i t should fill after you access 

another lesson or the next t ime you log into the 

module. 


Navigating w ithin Lessons 

The "Back" and "Next" buttons, located in the 

bottom center of the page are the primary lesson 

navigation tools. Use these buttons to advance or 

re turn to a page. You may also use the TOC menu 

described on the following page to jump be tween 

pages o f a lesson. 
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Module Features 

St andard features include the Table of Contents (TOC), Resources, Prin t , and Help menus. These 

menus are accessed by selecting the buttons located in the top right of each page. Close these menus 

by selecting the small X icon in the top right comer of each menu when visible. 


Select each menu button in the graphic below to learn more. 

Complete Answ ers in the FAR 

lt 1S Important to note here that 

you w•ll rarely find a "complete" 

answer conta•ned w1ttNn a s•ngle 
 TOC I RESOURCES I PRINT I HELP
paragraph wothon the FAR. 

M.any prOVISIOnS contaWled •n 
each paragreph of the FAR are 

dependent on guodehnes set forth 

tn other paragraphs. Therefore, 
you must b• d• gent an your 

research of a gtven top1c to 

ensure that your conclusions are 

both accurate and complete. 
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Table of Contents (TOC) 

The TOC menu lists all pages within the current lesson. Checkmarks indicate visited pages while the square symbol 
indicates the current page. You can navigate to any lesson page by selecting the page name. 

Resources 

The Resources menu contains hyperlinks to supplemental information. Examples of resources include reference 
publications, external web sites, directories, documents, or a glossary. Please note that not all courses include 
resources. 

Print 

The Print button opens the print menu which contains a course outline. Each lesson is hyperlinked to a print file 
document. Select the hyperlink to open the PDF print file for that lesson. Print or download the document at 
needed. 

Help 

The Help menu contains information about the module layout in Atlas, points of contact for technical help, 
and module version information. 
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Accessibility 

This module was dev eloped in accordance with 

the Americans with Disabilit ies Act {ADA), Section 

508, standards for accessibility for persons with 

disabili t ies. To mee t these requiremen ts, text 
alternatives are provided for all graphics . 

The text alternatives can be read aloud by a 

screen reader, allowing individuals with visual 

impairments to receive information that is 

presented graphically . 


Two graphic text formats are used: 

• 	 Al t t ags: Provide a brief descrip tion o f the 

image (which is read aloud by a screen 

reader when ac tivated), and display visually 

when the cursor is rolled over the graphic 


• 	 Long Descrip t ions, or 0 - links : Provide a 

detailed text description of an image when a 

short description is not sufficient . D- link 

descriptions are accessed by clicking the D 

located at the bottom right of the page 


Q 
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Popup Text 

Long Description 

Computer monitor with a wheelchair accessible logo and notebook computer displayed. 
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Knowledge Review s 

Knowledge Review questions o f v arious fonnats 

including True/ False, multiple choice, multiple correct, 

and Fill in the blank may be contained in this course. 


The Knowledge Reviews are designed to reinforce 
learning and check your understanding of the material. 
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Module Exam 

In accordance with DAU policy, you must score 100% on the exam to receive course completion credit . 

You will have an unlimited number of attempts to achieve 100%. A DAU Certificat e of Completion is 

generated after successful completion of the module exam and the course survey . 


Defense Acquisition University 
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Lesson Completion 

You have comple ted the content for this lesson. 


To continue, selec t another lesson from the Table o f Con ten ts on the le ft. 


If you have closed or hidden the Table of Conten ts, click the Show TOC 

button at the top in the Atlas navigation bar. 
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