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Chapter 1

AIR FORCE COMMERCIAL ACTIVITIESPROGRAM OVERVIEW

1.1. Air Force Commercial Activities Program . This chapter provides an overview of the policy and
policy implementation as well as roles and responsibilities for the Air Force (AF) Commercial Activities
(CA) Program.

1.2. Purpose. To attain national economic strength, the AF will rely on the private sector, to the maxi-
mum extent practicable, for goods and services. Thisreliance will help the nation aswell as DoD and the
AF achieve economy and enhance productivity to generate savings for AF modernization. The AF will
operate inherently Governmental activities with Government personnel resources.

1.3. Applicability.

1.3.1. Commands. This Instruction appliesto all USAF activities, including major commands (MAJ
COMy), field operating agencies (FOAS), and direct reporting units (DRUS), including the Air Force
Reserve Command (AFRC) and Air National Guard (ANG)--hereafter referred to as commands.

1.3.2. Overseas. This Instruction applies to overseas commercial activities that employ civilian
employees as defined in paragraph 1.3.3. of this Instruction.

1.3.2.1. If acost comparison or direct conversion of an in-house CA is not consistent with any
treaty, international agreement, executive order, labor agreement, or aforeign nation’s law, decree,
operating procedure/regulation, or custom/accepted practice, then a cost comparison should not be
performed. A command must provide written justification from the command XP to HQ USAF/
XPM to retain CAsin-house based on Reason Code J (see Chapter 3 of thisInstruction). Thisjus-
tification must cite and include a copy of the relevant portion(s) of the specific treaty, international
agreement, etc., used to justify retaining the function in-house without competition.

1.3.2.2. For acontracted CA performed by a US company, a cost comparison in accordance with
Chapter 6 of thisInstruction isrequired to justify the conversion from contract to in-house perfor-
mance. However, a contracted CA performed by a non-US company may use a direct conversion
in accordance with Chapter 14 of this Instruction to justify the conversion from contract to
in-house performance.

1.3.3. Civilian employee. The term, “civilian employee” used in this Instruction applies to US
direct-hire civilian personnel of the Department of Defense paid from appropriated funds and serving
on permanent appointments. Non-appropriated fund employees, direct-hire non-US citizen employ-
ees, indirect-hire non-US citizen employees, temporary employees or term employees are not
included in the term “ civilian employee” unless otherwise stated.

1.3.4. Guard or Reserve employees. This Instruction applies to Guard and Reserve employees. Air
Reserve Technicians and Title 32 Air National Guard Full Time Technicians are considered military
essential and excluded from competition.

1.3.5. Joint Activities. Where AF is executive agent for ajoint activity, the policies and policy imple-
mentation in this Instruction apply. External resource issues will be resolved by HQ USAF/XPM and
thejoint activity on a case-by-case basis.
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1.3.6. Nonappropriated Fund Activities. This Instruction is mandatory for CAs when they are staffed
partially with DoD civilian personnel paid by or reimbursed from appropriated funds.

1.4. Nonapplicability. The CA Program does not:
1.4.1. Apply to inherently Governmental activities as defined in Chapter 2 of this Instruction.

1.4.2. Apply when contrary to law, executive order, treaty, international agreement, or the Federal
Acquisition Regulation (FAR). (See paragraph 1.3.2. of this Instruction.)

1.4.3. Apply intimes of adeclared war or military mobilization.
1.4.4. Provide authority to enter into contracts.

1.4.5. Apply to the conduct of research and development (R&D), as described in Public Law 96-107,
Section 802, except for severable in-house CAs that support R&D. The AF Inherently Governmental/
Commercial Activities (IGCA) Inventory will identify the contract manpower equivalents (CMES) of
all R&D contracts.

1.4.6. Justify conversion to contract solely to avoid personnel ceilings or salary limitations.

1.4.7. Authorize contracts that establish an employer-employee relationship (personal services)
between the AF and contractor employees as described in FAR Part 37.104, as supplemented.

1.4.8. Apply to in-house CAs staffed solely with direct-hire non-US citizen employees or indi-
rect-hire non-US citizen employees.

1.4.9. Apply to CAs staffed solely with nonappropriated fund employees (i.e., Category C and Lodg-
ing as stated in the AF Services Blueprint).

1.5. Policy. This Instruction implements Federal policy to rely on the private sector, to the maximum
extent practical, for the performance of CAs. In the process of governing, the Government should not
compete with its citizens. The competitive enterprise system, characterized by individual freedom and ini-
tiative, is the primary source of national economic strength. In recognition of this principle, it has been
and continues to be the general policy of the Government to rely on commercial sources to supply the
products and services the Government needs. This national policy was promulgated through the Bureau of
Budget in 1955 and continues today. It is the policy of the United States Government to:

1.5.1. Achieve Economy and Enhance Productivity. Competition enhances quality, economy, and
productivity. Whenever commercia sector performance of a Government operated commercial activ-
ity is permissible in accordance with this Instruction, comparison of the cost of contracting and the
cost of in-house performance shall be performed to determine who will perform the work.

1.5.2. Retain Inherently Governmenta Activities In-house. Certain activities are inherently Govern-
mental because they are so intimately related to the public interest as to mandate performance only by
Federal employees.

1.5.3. Rely onthe Commercial Sector. The Federal Government shall rely on commercially available
sources, to the maximum extent practicable, to provide commercial products or services, unless
in-house performance can be justified. Except as provided in this Instruction, the AF shall not start or
carry on any activity to provide a commercial product or service if the product or service can be pro-
cured more economically from a commercial source.
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1.6. Policy Implementation Summary . This Instruction implements OMB Circular A-76, Revised
Supplemental Handbook to OMBC A-76, DoD Directive 4100.15, DoD Instruction 4100.33, and any rel-
ative statutes. This Instruction provides policy implementation for determining whether CAs should be
performed under contract, Interservice Support Agreements (ISSAS), or in-house. The CA Program
requires al in-house AF activities be reviewed on a recurring basis to determine their eligibility for per-
formance by the private sector and that a current AF IGCA Inventory of in-house and contracted activities
be maintained. It further directs activities not requiring in-house operation to determine, through the use
of cost comparison or direct conversion procedures, the most efficient and cost effective method of oper-
ation (i.e., in-house or contract performance). The program ensures activities required to be performed
in-house are not converted to contract and activities that can be performed by either contract, ISSA, or
in-house personnel are performed by the most efficient and cost effective method of operation.

1.7. Four Sepsinthe Commercial Activities Program . The CA Program consists of four steps that
are explained in detail in subsequent chapters. They are

1.7.1. 1GCA determination process,
1.7.2. AFIGCA Inventory,
1.7.3. AFIGCA Review, and

1.7.4. Competitive Sourcing using either the cost comparison or direct conversion processes. (Refer-
ences to standard and streamlined cost comparisons and direct conversions processes in this Instruc-
tion are the specific processes required in accordance with OMB Circular A-76 and its Supplemental
Handbook.)

1.8. Rolesand Responsibilities.
1.8.1. Headquarters USAir Force.

1.8.1.1. The Office of the Assistant Secretary for Manpower, Reserve Affairs, Instalations and
Environment, SAF/MI, 1660 Air Force Pentagon, Washington DC 20330-1660, will provide pol-
icy, guidance, and oversight for the AF CA Program.

1.8.1.2. The Office of the Deputy Assistant Secretary for Financial Management and Comptrol-
ler, Directorate of Budget Operations, SAF/FMBO, 1130 Air Force Pentagon, Washington DC
20330-1130, will provide a budgeting interface for CA manpower programming actions and will
designate a CA point of contact.

1.8.1.3. The Office of the Deputy Assistant Secretary for Cost and Economics, Directorate of
Economics and Business Management, SAF/FM CEE, 1130 Air Force Pentagon, Washington DC
20330-1130, will provide policy and guidance for independent reviews for the AF CA Program.

1.8.1.4. The Office of the Deputy Assistant Secretary (Contracting), Operational Contracting
Division, SAF/AQCO, 1060 Air Force Pentagon, Washington DC 20330-1060, will provide con-
tracting guidance for the AF CA Program.

1.8.1.5. The Office of the General Counsel, Deputy General Counsel for Acquisition, SAF/GCQ,
1740 Air Force Pentagon, Washington DC 20330-1740, will provide legal counsel concerning the
AF CA Program.
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1.8.1.6. The Office of Budget and Appropriations Liaison, SAF/FML, 1170 Air Force Pentagon,
Washington DC 20330-1170, will interface with SAF/LLP, SAF/MI, and HQ USAF/XPMR
regarding Congressional Appropriation Committee legislative issues relative to the AF CA Pro-
gram.

1.8.1.7. The Office of Legidative Liaison, Programs and Legidative Division, SAF/LLP, 1160
Air Force Pentagon, Washington DC 20330-1160, will interface with SAF/FML, SAF/MI and HQ
USAF/XPMR regarding legislative issues relative to the AF CA Program.

1.8.1.8. The Office of Public Affairs, Public Affairs Division, SAF/PAM, 1160 Air Force Penta-
gon, Washington DC 20330-1160, will be the interface with the public on the AF CA Program.

1.8.1.9. Deputy Chief of Staff, Plans and Programs, HQ USAF/XP, 1070 Air Force Pentagon,
Washington DC 20330-1070, is the Executive Agent for the AF CA Program in accordance with
OMB Circular A-76, paragraph 9.a. As the Executive Agent, HQ USAF/XP will:

1.8.1.9.1. Beresponsible for AF compliance with policies outlined in OMBC A-76 and its
Supplement, DoD Directive 4100.15, DoD Instruction 4100.33, and any related statutes.

1.8.1.9.2. Submit cost comparison waiversto SAF/MI for SAF/US approval.

1.8.1.9.3. Submit requests through SAF/MI to OMB for deviations from policies and proce-
dures required by OMBC A-76 and its Supplemental Handbook.

1.8.1.9.4. Decide FAIR Act CA Inventory appeals.

1.8.1.10. Director, Manpower and Organization, HQ USAF/XPM, 1070 Air Force Pentagon,
Washington DC 20330-1070, is responsible for implementation of the AF CA Program. AF/XPM
will:

1.8.1.10.1. Develop policies and determine procedures for the AF CA Program for compli-
ance with OMB Circular A-76 and its Supplemental Handbook, DoDD 4100.15, DoD Instruc-
tion 4100.33, Government policies, and statutes.

1.8.1.10.2. Make recommendations to SAF/MI, for final determination, regarding AF inher-
ently Governmental activities and commercial activities.

1.8.1.10.3. Approve AF CA candidates or changes/cancellations to CA initiatives submitted
by the commands.

1.8.1.10.4. Approve command requests for performance periods in excess of five years.
1.8.1.10.5. Approve command requests for extensions to the Administrative Appeal Process.

1.8.1.10.6. Approve command requests for extensions to transition plans implementing cost
comparison decisions, i.e., MEOs or contracts.

1.8.1.10.7. Ensure appropriate allocation of manpower resources for cost comparison or
direct conversion decisions by working with SAF/FMB.

1.8.1.10.8. Approve command requests to extend the use of Reason Code “M” in the AF
IGCA Inventory for MEOs that have been implemented for more than five years.

1.8.1.10.9. Approve command requests to use Reason Code “L” in the AF IGCA Inventory
for CAswhere thereis*no satisfactory source” per paragraph 10.9. of this Instruction or when
contracting an in-house activity will cause an unacceptable disruption or delay.
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1.8.1.10.10. Approve requeststo return contracted workload in-house without a cost compar-
ison based on military essential criteria.

1.8.1.11. HQ USAF Requirements and Utilization Divison, HQ USAF/XPMR, 1070 Air Force
Pentagon, Washington DC 20330-1070, manages the AF CA Program. HQ USAF/XPMR will:

1.8.1.11.1. Ensure AF compliance with policies outlined in OMBC A-76 and its Supplement,
DoD Directive 4100.15, DoD Instruction 4100.33, and any related statutes.

1.8.1.11.2. Update AF policy and procedures as changes occur to statutes.

1.8.1.11.3. Write and maintain this I nstruction with recommendations from AFMIA/MIC and
the commands for the AF.

1.8.1.11.4. Monitor the AF CA Program for compliance with established policies.

1.8.1.11.5. Serve asthe AF CA Program central point of contact for the Office of Manage-
ment and Budget (OMB), Department of Defense (DoD), and commands.

1.8.1.11.6. Participate as an AF representative at DoD level A-76 meetings or on DoD level
Integrated Process Teams.

1.8.1.11.7. Develop AF CA Program presentations, speeches, and responses for HQ USAF/
XPM or higher HQ USAF as required, e.g., Defense Management Council.

1.8.1.11.8. Respond to CA Program inquiries from Congress, General Accounting Office
(GAO), OMB, DaD, private sector, etc.

1.8.1.11.9. Ensure the CA Program complies with DoD and AF policies for manpower
requirements and utilization.

1.8.1.11.10. Approve waivers requiring deviation from this Instruction.

1.8.1.11.11. Work with HQ USAF functional representatives to identify inherently Govern-
mental activities and ensure compliance with Office of Federal Procurement Policy (OFPP)
Policy Letter 92-1 and this Instruction.

1.8.1.11.12. Review, staff, and submit the AF annual Congressional Summary Report and the
AF IGCA Inventory and Review Schedule Report through SAF/MI to DaD.

1.8.1.11.13. Review and staff (for HQ USAF approval) CA candidates, changesto initiatives,
and cancellations submitted by commands.

1.8.1.11.14. Assist DoD, asrequired, during the OMB Review of the FAIR Act CA Inventory.
1.8.1.11.15. Staff appealsfiled to HQ USAF/XP regarding the FAIR Act CA Inventory

1.8.1.11.16. Prepare and staff congressional notifications as required in Chapter 5, Chapter
6, and Chapter 17 of this Instruction.

1.8.1.11.17. Assistin planning, programming and budgeting manpower resourcesfor CA Pro-
gram-related actions including preparing the necessary budget exhibits as required by DaD.

1.8.1.11.18. Assistindeveloping Annual Planning and Programming Guidance (APPG) when
related to the A-76 program.



AF138-203 19 JULY 2001 15

1.8.1.11.19. Assist in developing Program Objective Memorandum (POM) budget exhibits
that contain Commercial Activity related data or information.

1.8.1.11.20. Provide AF CA training oversight to ensure training is consistent with AF poli-
cies and procedures, e.g., Manpower and Organization Staff Course, etc.

1.8.1.11.21. Participate asamember on the AF Competitive Sourcing and Privatization Panel.

1.8.1.11.22. Inform (in concert with HQ USAF/DPFM) labor organizations granted National
Consultation Rights (NCR) and provide them opportunitiesto comment on proposed AF A-76
policies and procedures that are applicable to field activities that constitute a substantive
change in conditions of employment. “Conditions of employment” means personnel policies,
practices, and matters (whether established by rule, regulation, or otherwise) affecting work-
ing conditions of civilian employees. Title 5, Code of Federal Regulations, Part 2426, pre-
scribes rules governing exercise of NCR. Labor organizations granted NCR include the
American Federation of Government Employees, National Federation of Federal Employees,
National Association of Government Employees, and Association of Civilian Technicians.

1.8.1.11.23. Ensure AF compliance with policies outlined in OMBC A-76 and its Supplemen-
tal Handbook, DoD Directive 4100.15, DoD Instruction 4100.33, and any related statutes for
unique approaches to A-76 initiatives or applicability of A-76, e.g., AF wide cost compari-
sons, 38EIW at Tinker AFB, etc.

1.8.1.11.24. Vdidate RCS: HAF-XPM(AR) 8001 and RCS: HAF-XPM(AR) 9401 every three
years in accordance with AFI 37-124.

1.8.1.12. Deputy Chief of Staff, Personnel, HQ USAF/DP, 1040 Air Force Pentagon, Washing-
ton DC 20330-1040 isresponsible for providing civilian and military personnel guidance asit per-
tainsto the AF CA Program.

1.8.2. HQ USAF Functional Area M anagers (FAM). A FAM’sresponsibility include:

1.8.2.1. Assisting AF/XPM inidentifying activities as either inherently governmental or commer-
cial activities.

1.8.2.2. Ensuring the competitive sourcing candidates do not impact military readiness to include
unit type code requirements, rotation, career progression, etc.

1.8.2.3. Coordinating on competitive sourcing candidates, changes to initiatives, or cancellations
of initiatives submitted by acommand. (See Glossary for “candidate’ and “initiative” definitions.)

1.8.2.3.1. Providing coordination to HQ USAF/XPM within 14 calendar days of receiving the
staffing package for (1) a candidate submitted by a command, (2)a command’s request to
change anin-progressinitiative, or (3) acommand’'s request to cancel an in-progressinitiative.

1.8.2.3.2. Providing written three-digit functional rationaleto HQ USAF/XPM for returning a
candidate or initiative to a command for either incomplete staffing with the command func-
tional OPR or providing insufficient, erroneous, or incomplete data.

1.8.2.3.3. Providing written two-digit functional nonconcurrence with rationaleto HQ USAF/
XP on either the entire or a portion of the candidate or initiative within 14 calendar days of
receiving the candidate staffing package from HQ USAF/XPM.
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1.8.3. AFMIA. Air Force Manpower and Innovation Agency (AFMIA), Competitive Sourcing and
Privatization Division, AFMIA/MQC, 550 E Street East, Randolph AFB TX 78150-4451. AFMIA/
MQC will:

1.8.3.1. Provide CA Program operating support for the AF.

1.8.3.2. Provide recommendations for maintaining this Instruction and other AF CA Program
operating instructions.

1.8.3.3. Evaluate and provide recommendations for implementing new or proposed OMB, DaD,
or HQ USAF directives.

1.8.3.4. Evaluate and provide recommendations for implementing new or proposed CA-related
legidation.

1.8.3.5. Forward findings of noncompliance with established CA Program policies and proce-
dures by AF activitiesto HQ USAF/XPMR.

1.8.3.6. Evaluate and provide recommendations on command waiver requests for deviations from
OMB and DoD CA Program policies and procedures to HQ USAF/XPMR.

1.8.3.7. Provide CA Program technical assistance and guidance to the AF (e.g., commands,
ingtallations, AFMIA A-76 Study Teams, etc.), DoD, or other Federal agencies.

1.8.3.8. Respond to datarequestsfor CA Program information and data analysesfrom HQ USAF,
DoD, DoD components, OMB, GAO and other agencies.

1.8.3.9. Administer the annual AF IGCA Review.

1.8.3.10. Serve asthe AF central activity for managing, monitoring, analyzing, developing, and
submitting the AF submission to the DoD Commercial Activities Inventory and Review Schedule
Report (RCS: DD-A&T(A)1540) and FAIR Act CA Inventory to HQ USAF/XPMR for review,
approval, staffing, and submission to DaD.

1.8.3.11. Placethe FAIR Act CA Inventory on the AFMIA Home Page
(http://www.AEMIA.randolph.af.mil) within three work days of OMB'’s Federal Register notifi-
cation.

1.8.3.12. Serve as the AF central activity for managing, monitoring, analyzing, developing, and
submitting the quarterly AF Commercial Activities Management Information System (CAMIS)
report (RCS. DD-A&T(Q)1542) for the AF.

1.8.3.12.1. Provide selected CAMIS management information reports for al AF activitiesvia
the AFMIA Homepage (http://www.AEM I A.randolph.af.mil).

1.8.3.12.2. Provide, during the first quarter of each fiscal year, the AF Audit Agency (AFAA/
DO/FSP) with an annual report of all MEOs implemented for 12-23 months during the previ-
ousfiscal year. A similar list of contracts awarded under the AF CA Program will be provided
when requested by AFAA.

1.8.3.13. Serve asthe AF centra activity for managing automated CA software programs (e.g.,
COMPARE, CAMIS, and CAIRS) for the AF to include:

1.8.3.13.1. Determining requirements,; developing specifications; and testing, approving and
releasing programs to include periodic updates.
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1.8.3.13.2. Managing the OMB Circular A-76 Cost Comparison Program (COMPARE) for
the AR

1.8.3.14. Administer AF CA Program training to include approving course curriculum and train-
ing materials, forecasting A-76 training budget requirements, scheduling training in coordination
with the command, and monitoring and evaluating training effectiveness.

1.8.3.15. Maintain and issue cost factors for Commercia Activity cost comparisons to all AF
activities viathe AFMIA Home Page.

1.8.3.16. Assist commands in completing competitive sourcing initiatives according to the avail-
ability of AFMIA resources using AFMIA A-76 Study Teams.

1.8.4. Commands. Commands will:

1.8.4.1. Beresponsible and accountable for efficient management of the AF CA Program within
the command.

1.8.4.2. Ensure maximum cost effectiveness for operating contracted and in-house CAs for the
command.

1.8.4.3. Encourage and facilitate a competitive environment.

1.8.4.4. Ensure high standards of integrity, objectivity, and consistency are maintained in the AF
IGCA Review, cost comparisons, and direct conversions.

1.8.4.5. Administer the command CA Program.
1.8.4.6. Appoint a program manager to serve as the command CA focal point.
1.8.4.7. Schedule and manage their command AF IGCA Review.

1.8.4.8. Maintain a current and accurate AF IGCA Inventory on the manpower data system
(MDS) (to include current and accurate CME data) and submit required reports.

1.8.4.9. Respond to interested party challenges to include or exclude an activity on the FAIR Act
CA Inventory.

1.8.4.10. Ensure appropriate legidative notifications, HQ USAF and local notifications are made
or delegated in accordance with this Instruction.

1.8.4.11. Staff and submit accurate and fully coordinated direct conversion or cost comparison
candidates (or changes to or cancellations of in-progress initiatives) to HQ USAF/XPMR, using
RCS: HAF-XPM(AR) 9401 memorandum (Figure 5.1.) format. Coordination must clearly indi-
cate the required functional coordination.

1.8.4.12. Appoint a Headquarters Competitive Sourcing Management Steering Group (CSM SG).

1.8.4.13. Maintain accurate and up-to-date CAMIS data, perform appropriate error checks on
installation’s data, evaluate and ensure appropriate justification is provided on changes to critical
elements (i.e., using CAMIS critical elements audit routine), and submit required reports on time.
For multi-location records, either maintain the record at the command level or appoint a central
installation manpower and organization office to maintain the record for all locations.

1.8.4.14. Upon final decision of cost comparison or direct conversion, forward to HQ USAF/
XPMR the RCS: HAF-XPM(AR) 8001 memorandum (Attachment 4).
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1.8.4.15. Determine how the Administrative Appea Process (AAP) will be performed within the
command (Chapter 18 of thisInstruction) and provide installations written procedures.

1.8.4.15.1. When appropriate, appoint an AAP Authority to determine if appeal (s) meet
appedl criteriaas required by Chapter 18 of this Instruction and to make final appeal determi-
nations.

1.8.4.15.2. When appropriate, establish an Administrative Appeal Team to resolve questions
from directly affected parties relating to determinations resulting from cost comparisons.

1.8.4.16. Allocate resourcesto the appropriate installation as programmed by HQ USAF in accor-
dance with the results of a cost comparison or direct conversion.

1.8.4.17. Monitor MEO and contract implementation to ensure compliance with the Transition
Plan. Ensure surveillance is conducted in accordance with the QASP for either the MEO or con-
tract.

1.8.5. Installation Commander. For commands without installations, the responsibilities of the
“installation commander,” as outlined in this section, are the responsibility of the command. For
AFRC, the responsibilities of the installation commander, as outlined in this section are the responsi-
bility of HQ AFRC/CC. For the ANG, the responsibilities of the installation commander, as outlined
in this section, are the responsibility of the ANG Director. The installation commander will:

1.8.5.1. Be responsible and accountable to the MAJCOM/FOA/DRU commander for the most
efficient and cost effective management of the CAs at the installation.

1.8.5.2. Ensure maximum cost effectiveness for operating in-house and contracted CAs.
1.8.5.3. Encourage and facilitate a competitive environment.

1.8.5.4. Ensure high standards of integrity, objectivity, and consistency are maintained in the AF
IGCA Review, cost comparisons, and direct conversions.

1.8.5.5. Approvethe AF IGCA Review.

1.8.5.6. Ensure a current and accurate AF IGCA Inventory of all in-house and contract activities
IS maintai ned.

1.8.5.7. Initiate or, at a minimum, coordinate on all commercial activity initiatives submitted for
cost comparison or direct conversion.

1.8.5.8. Ensure appropriate legidative and local notifications and make public announcements for
HQ USAF-approved commercial activity initiatives.

1.8.5.9. AppointaCSMSG

1.8.5.10. Ensure the CSMSG completes cost comparisons and direct conversion processes within
OMB timelimits (if possible) by establishing milestones that meet these time requirements; how-
ever, under no circumstances shall statutory time limits be exceeded.

1.8.5.11. Ensure the servicing civilian personnel flight takes appropriate action to assist civilian
employees who will be affected by a cost comparison or direct conversion.

1.8.5.12. When appropriate, appoint an AAP Authority to determine if appeal (s) meet appeal cri-
teriaasrequired by Chapter 18 of this Instruction and to make final appeal determinations.
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1.8.5.13. When appropriate, establish an Administrative Appeal Team to resolve questions from
directly affected parties relating to determinations resulting from cost comparisons.

1.8.5.14. Ensure MEQOs and contracts are implemented in accordance with the Transition Plan and
surveillance is conducted in accordance with the QASP for either the MEO or contract.

1.8.5.15. Ensure the CSM SG meetsiits obligation for making certain that the appropriate individ-
uals participating in an A-76 cost comparison or direct conversion (i.e., MEO Team, Independent
Review Official/Team, PWS Team, Government Management Plan Development Team, Adminis-
trative Appeal Team, etc) receive the required A-76 training. Required training is identified in a
matrix found at the Air Force Manpower & Innovation Agency (AFMIA) web site
https://www.afmia.randolph.af.mil/xpms/cs/Training/index.htm. This training shall be upon
study announcement or prior to starting a specific A-76 process, e.g. attend Performance Work
Statement (PWS) training before writing a PWS.

1.8.6. Servicing Manpower and Organization Office. The servicing manpower and organization
office will:

1.8.6.1. Beresponsible and accountable to the installation commander for providing management
advice for inherently Governmental activities and CAs (in-house and contracted) at the installa-
tion.

1.8.6.2. Manage and administer the installation AF CA Program for the installation commander
by working with the command XPM.

1.8.6.3. Conduct AF IGCA Review with functional participation, obtain installation commander
approval, and forward results to the Command XPM.

1.8.6.4. Maintain an accurate and current AF IGCA Inventory onthe MDS at all times (to include
current and accurate CME data) and submit required reports.

1.8.6.5. Provide accurate data and analysis on CA initiatives submitted to or by the command.

1.8.6.6. Chair the CSMSG or serve as the primary advisor to the chairperson appointed by the
commander.

1.8.6.7. Maintain accurate and up-to date CAMIS data and submit required reports on time.
1.8.6.8. Encourage and facilitate CA competition.
1.8.7. Air Force Audit Agency. The AFAA will conduct:

1.8.7.1. Periodic evaluations of the AF IGCA Inventory to determineits accuracy and compliance
with this Instruction and other supplemental guidance.

1.8.7.2. Conduct Post-MEO Reviews. Asaminimum, perform Post-MEO Reviews on 20% of the
MEOs that have been fully implemented, as aresult of a standard cost comparison, for a period of
12 to 23 months during the previous fiscal year.

1.9. Directly Affected Civilian Employee Role.

1.9.1. Directly affected civilian employees are encouraged to interface with their functional OPR and
servicing civilian personnel flight during the A-76 initiative (i.e., cost comparison or direct conver-
sion). Refer to Chapter 8 of this Instruction for the responsibilities that the functional OPR and ser-
vicing civilian personnel flight have to the employees during the process. Civilian employees should
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acquire an understanding of the cost comparison process either through briefings or discussions with
the functional OPR, servicing civilian personnel flight and/or manpower and organization office at the
installation-level process or viathis Instruction.

1.9.2. Directly affected civilian employees should take advantage of monthly updates on the status of
the cost comparison and understand that they and/or their representatives are offered an opportunity to
provide inputs during the preparation and development of the PWS and MEO. Until final management
decisions are made, directly affected civilian employees need to be aware that management isrequired
to consult monthly with directly affected civilian employees during the development and preparation
of the PWS and MEO. Directly affected civilian employees should consult with their Functional OPR
to ensure they clearly understand when final management decisions are made (see paragraph
8.4.2.14.6.3. of this Instruction). Civilian employees participating as members of either the PWS or
MEO development team are encouraged to participate in all training offered to make them effective
members. Directly affected civilian employees participating in the cost comparison process must
attend ethics training from the servicing staff judge advocate and must ensure they are in compliance
with the Joint Ethics Regulation (DoDD 5500.7-R). Directly affected civilian employees are also
encouraged to understand the type of acquisition process to be used and their rights during the Admin-
istrative Appeal Process.

1.9.2.1. For directly affected civilian employees represented by unions, consultation with the
union representative fulfills this requirement. Alternatively, this requirement can be met by
including union representatives on the PWS or MEO development teams. (See paragraphs 9.4.5.
and 11.3.5. of this Instruction for specifics.)

1.9.2.2. For directly affected civilian employees not represented by unions, consultation may be
accomplished through group meetings or by a representative(s) designated by the employees.
Alternatively, this requirement can be met by including employees/representatives on the PWS or
MEOQO development teams. (See paragraphs 9.4.5. and 11.3.5. of this Instruction. )

1.9.3. Directly affected civilian employees should receive a copy of the Right of First Refusal Clause
as stated in FAR 52.207-3 (Figure 10.2. of this Instruction) early in the cost comparison. In the event
of afina contract decision, adversely affected civilian employees should also receive a copy of Fig-
ure 10.2. fromtheir servicing civilian personnel flight. When required, civilian employees should pur-
sue legal interpretations from their servicing staff judge advocate.

1.9.4. After atentative cost comparison decision has been made, directly affected employees or their
representatives (on behalf of the employees) may (when considered appropriate) file an appeal of the
cost comparison decision in accordance with Chapter 18 of this Instruction.

1.10. Labor Union Role.

1.10.1. During the competitive environment, it is essentia that [abor unions partner with management
and the directly affected employees to ensure cost comparison milestones are met as well as a
well-developed PWS and MEO are achieved. Union representatives may interface with the directly
affected civilian employee’s functional OPR and servicing civilian personnel flight during the A-76
initiative (i.e., cost comparison or direct conversion). Refer to Chapter 8 of this Instruction for func-
tional OPR and servicing civilian personnel flight responsibilities as well as union’s involvement in
the CSM SG. Union representatives should acquire an understanding of the cost comparison process
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either through briefings or discussions with the functional OPR, servicing civilian personnel flight
and/or manpower and organization office at the installation-level process or viathis Instruction.

1.10.2. Union representatives participating in the cost comparison process must attend ethics training
from the servicing staff judge advocate and must ensure they are in compliance with the Joint Ethics
Regulation (DoDD 5500.7-R).

1.10.3. While management retains responsibility for al fina management decisions during the cost
comparison, union representatives (on behalf of employees they represent) may participate in an advi-
sory capacity on the installation CSM SG, PWS development team, or MEO devel opment team (see
paragraphs 8.8., 9.4.5. and 11.3.5. of this Instruction). In this capacity union representatives may par-
ticipate in the preparation and devel opment of recommendations for the PWS or MEO until final man-
agement decisions are made. Union representatives are advised that management is required to
consult monthly with directly affected civilian employees during the development and preparation of
the PWS and MEO and to provide monthly updates on the status of the cost comparison process.
Union representatives should consult with the directly affected employee’s functional OPR to ensure
they understand when final management decisions are made (see paragraph 8.4.2.14.6.3. of this
Instruction). Union representatives participating as members of the PWS or MEO devel opment team
are encouraged to participate in al training offered to make them effective members. Union represen-
tatives should also understand the type of acquisition process to be used and the administrative appeal
rights of the employees they represent.

1.10.4. After atentative cost comparison decision has been made, union representatives may (when
considered appropriate) file an appeal on behalf of directly affected employees in accordance with
Chapter 18 of this Instruction.
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Chapter 2

INHERENTLY GOVERNMENTAL ACTIVITY AND COMMERCIAL ACTIVITY
DETERMINATION PROCESS

2.1. First Sep in Commercial Activities Program . Thischapter provides policy and policy implemen-
tation for determining if an in-house activity is an inherently Governmental activity or a commercial
activity. Aninherently Governmental activity is not subject to private sector performance but may be per-
formed by another Governmental agency. Chapter 3 of thisInstruction providesthe process for determin-
ing if acommercial activity should be competed with the private sector.

2.2. Determination Process.

2.2.1. Thefinal determination whether an activity is inherently Governmental is the responsibility of
SAF/MI. This determination is made in coordination with HQ USAF/XPM and the functional OPR.
Some determinations may require approval through the AF Corporate Structure.

2.2.2. Commands may submit requests for re-determination, in writing, with justification to HQ
USAF/XPM. These requests must have Command functional and contracting concurrence. They may
also be submitted concurrently with aninitial candidate submission per Chapter 5 of this Instruction.

2.2.3. Policy Implementation. Under Defense Reform Initiative Directive (DRID) #20, Review of
Inherently Governmental Activities, DoD directed HQ USAF to code positions that fall into three cat-
egories: (1) inherently Governmental, (2) commercial activities (exempt from competition), and (3)
commercial activities (eligible for competition) using DoD Force Mix Code Criteria Matrix (Figure
3.1.) and DoD Force Mix Criteria Abbreviated Definitions (Figure 3.2.). These force mix codes pro-
vide the reason codes (RSC) that are applied to all AF manpower authorizations in the Manpower
Data System (MDS) to indicate reasons for in-house performance. HQ USAF/XPM provided DRID
#20 coding guidance to AF commands on 10 June 1998 with an addendum on 22 July 1998. This
guidance applies until revised per HQ USAF/XPM. Commands may challenge the guidance, in writ-
ing, by providing rationale to HQ USAF/XPM on a case-by-case basis.

2.3. Inherently Governmental Activity.

2.3.1. Definition. An inherently Governmental activity is defined as an activity that is so intimately
related to the public interest as to mandate performance by Government employees. An inherently
Governmental activity includes activities that require either the exercise of discretion in applying
Government authority, or the making of value judgments in making decisions for the Government.
Inherently Governmental activities normally fall into two categories: (1) the act of governing, i.e., the
discretionary exercise of Government authority and (2) the act of obligating money and approving
entitlements.

2.3.1.1. Inherently Governmental activities are activities where decisions are made on behalf of
the Government. An inherently Governmental activity involves, among other things, the interpre-
tation and execution of the laws of the United States so as to:

2.3.1.1.1. Bind the United States to take or not to take some action by contract, policy, regula-
tion, authorization, order, or otherwise;
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2.3.1.1.2. Determine, protect, and advance United States economic, political, territorial, prop-
erty, or other interests by military or diplomatic action, civil or criminal judicial proceedings,
contract management, or otherwise;

2.3.1.1.3. Significantly affect the life, liberty, or property of private persons;

2.3.1.1.4. Commission, appoint, direct, or control officers or employees of the United States;
or

2.3.1.1.5. Exert ultimate control over the acquisition, use, or disposition of the property, rea
or personal, tangible or intangible, of the United States, including the collection, control, or
disbursement of appropriated and other Federal funds.

2.3.2. Palicy.
2.3.2.1. Contracts shall not be used for the performance of inherently Governmental activities.

2.3.2.2. AF inherently Governmental policy determinations may be reviewed and modified by
DoD and OMB.

2.3.2.3. Inherently Governmental workload can be transferred from AF performance to perfor-
mance by another DoD component or Government agency.

2.3.3. The Office of Federal Procurement Policy Letter 92-1, subject: Inherently Governmenta Func-
tions, is provided at Attachment 3.

2.4. Commercial Activity.

2.4.1. Definition. A commercial activity provides a product or recurring service obtainable (or
obtained) from a commercial source.

24.1.1. A commercia activity isnot an inherently Governmental activity.

2.4.1.2. A commercia activity may be an entire organization or part of an organization. If part of
an organization, work must be separable from other functions or activities to make it suitable for
performance by contract.

2.4.1.3. A commercia activity falsinto one of these two categories:

2.4.1.3.1. In-House Commercial Activity. A CA operated by AF military, civilian employees
(includes NAF, direct-hire non-US citizen employees, and indirect-hire non-US citizen
employees), or any combination. A CA operated in-house under an MEO resulting from a cost
comparison must be operated by AF civilian personnel employees (includes NAF employees,
direct-hire non-US citizen employees, and indirect-hire non-US citizen employees), unless
military are justified in accordance with Chapter 11 of this Instruction.

2.4.1.3.2. Contract Commercia Activity. A CA operated with contractor or | SSA personnel.
2.4.2. Policy.

24.2.1. A commercia activity will be competed with the private sector to determine if in-house
performance is more efficient and cost effective. (See Figure 2.1.)

2.4.2.1.1. The cost comparison process (Chapter 6 or Chapter 13 of this Instruction) is:
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24.2.1.1.1. Required for CAs performed by more than 10 civilian employees (as defined
in paragraph 1.3.3. of this Instruction).

24.2.1.1.2. Required for CAs performed by more than10 civilian employees (as defined
in paragraph 1.3.3. of this Instruction) and any number of military.

2.4.2.1.1.3. Allowed for CAs performed by 10 or less civilian employees (as defined in
paragraph 1.3.3. of this Instruction).

24.2.1.1.4. Allowed for CAs performed by any number of military.

2.4.2.1.1.5. Allowed for CAs performed by 10 or less civilian employees (as defined in
paragraph 1.3.3. of this Instruction) and any number of military.

24.2.1.1.6. Allowed for CAs performed by any number of civilians (as defined in para-
graph 1.3.3. of this Instruction) and/or military when conversion will be to a Qualified
Firm With 51% or More Native American Ownership (NAO) and conversion will be cost
effective per 10 USC 2462 and AF policy. (Note: A cost comparison (Chapter 6 of this
Instruction) may be limited to competition between the MEO and a NAO firm.)

2.4.2.1.2. Thedirect conversion process (Chapter 14 of this Instruction) is:

24.2.1.2.1. Required for CAs performed by any number of civilians (as defined in para-
graph 1.3.3. of thisInstruction) and/or military when conversion is planned to the National
Industries for the Blind (NIB), National Industries for the Severely Handicapped (NISH),
or aprovider covered by the Javits-Wagner-O-Day (JWOD) Act (i.e., National Industries
for the Blind (NIB), National Industries for the Severely Handicapped (NISH), other pro-
vider covered by JWOD) and the conversion will be cost effective per 10 USC 2462 and
AF policy. These conversions are required by law (see Chapter 10 of this Instruction) and
performed in accordance with Chapter 14 of this Instruction. No MEO is devel oped.

2.4.2.1.2.2. Allowed for CAs performed by 10 or less civilian employees (as defined in
paragraph 1.3.3. of this Instruction).

24.2.1.2.3. Allowed for CAs performed by any number of military.

2.4.2.1.2.4. Allowed for CAs performed by 10 or less civilian employees (as defined in
paragraph 1.3.3. of this Instruction) and any number of military.

2.4.2.1.2.5. Allowed for CAs performed only by NAF employees (except for CAs per-
formed solely by Category C NAF employees (see paragraph 1.4.9. of this Instruction)).

24.2.1.2.6. Allowed for CAs performed by any number of civilians (as defined in para-
graph 1.3.3. of this Instruction) and/or military when conversion will be to an NAO firm
and conversion will be cost effective per 10 USC 2462 and AF policy. The direct conver-
sion is performed in accordance with Chapter 14 of this Instruction (with the exception of
the civilian threshold.) No MEO is devel oped.

2.4.2.2. Anin-house or contracted CA may be discontinued by eliminating the requirement. By
eliminating a requirement, the AF no longer requires the service from any source, e.g., in-house
manpower resources (civilian or military) to include civilian employees ( e.g., NAF employees,
temporary employees, over hire employees, seasonal hire employees, intermittent employees,
direct-hire non-US citizen employees, indirect-hire non-US citizen employees, etc.), military or
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civilian details, other Federal agency, | SSA, private sector, state or city Government, service con-
tracts, etc. Before eliminating a requirement, a command must coordinate the decision with HQ
USAF and in some cases receive HQ USAF approval before eliminating the requirement. If per-
formed by contract, the contract may be phased out or it can be terminated for convenience. If per-
formed in-house, the resources are returned to HQ USAF to fund higher priority programs or
identified as a realignment in a command’s POM submission.

2.4.2.3. If changesin mission dictate the requirement is military essential requiring performance
by military resources, a command is required to submit to HQ USAF sufficient justification
declaring that the activity is military essential due to a mission change and state the mission
change. Upon approval from HQ USAF/XPM, a command must offset the allocation of military
resources. Thisis accomplished by turning in the resources that are no longer required to perform
the workload: (1) turn in civilian authorizations and their associated pay or (2) turn in associated
contract dollars no longer required to fund the contract or portion of the contract. After appropriate
reprogramming of resources, the activity will be performed by military. The mission change and
military essential determinations must be submitted with the approval request per Chapter 15 of
this Instruction.



26 AF138-203 19 JULY 2001

Figure2.1. General Guidelines For Competitive Sourcing I nitiatives.

H i Standard Streamlined
General Guidelines For Cost Comparison Cost Direct

Competitive Sourcing RIEMNES (Chapter 6) Comparison Conversion
(Chapter 13) (Chapter 14)
1. COMMAND NOMINATION PACKAGE Required Required Required

2. TYPE OF COMPETITIVE SOURCING INITIATIVE
(a) If CA is performed by:

Required Not Allowed Not Allowed
Except Where a
Streamlined Cost **Except For
Comparison or Direct Conversions to
>10 civilian employees*® Conversion to NIB/NISH/JWOD
NIB/NISH/JWOD or a or a NAO firm
NAO Flrm*l*s Planned (See Chapter 10)
Required Not Allowed Not Allowed
>10.civilian employees* & any number of: Except Where a
military, NAF, direct hire non-US citizen, and/or any Streamlined Cost **Except For
number of indirect non-US citizen employees Comparison or Direct Conversions to
Conversion to NIB/NISH/JWOD
NIB/NISH/JWOD or a or a NAO firm
NAO Flrm*Ls Planned (See Chapter 10)
Aliowed Aliowed ‘ Allowed
<11 civilian employees™* Except for Conversions Except for
to NIB/NISH/JWOD Conversions to
NIB/NISH/JWOD
<11 civilian employees* & any number of: Allowed Not Allowed Allowed
military, NAF, direct hire non-US citizen, and/or Except for
indirect non-US citizen employees Conversions to
NIB/NISH/JWOD
Any number of military Allowed Not Allowed Allowed
NAF Allowed *** Allowed*** Allowed***
Direct hire or Indirect hire non-US citizen employees Allowed Allowed Allowed
(b) If conversion is planned for a: ;
Allowed M IF Not Allowed Required
NIB/NISH/JWOD Provider* Direct Conversion Is If Cost Effective
(For CAs performed in-house by any Not Cost Effective If Not, Perform
number or type of civilian or military employee) Cost Comparison.
NAO Firm** Allowed Not Allowed Allowed
(For CAs performed in-house by any (But Not Required) (But Not
number or type of civilian or military employee) Required)

If Cost Effective
If Not, Perform
Cost Comparison

3. CONGRESSIONAL CONSIDERATIONS

Congressional Notification Required Required Not Required Not Required
Prior to Public Announcement of Initiative (10 USC 2461) (>50 Civs)

Congressional Notification Required Required Required Not Required
After Final Cost Comparison Decision To Contract (>10 Civs) (>10 Civs)

(10 USC 2461 & PL 105-261, Section 8014) Except Conversions

(Note: In-house Decisions Do Not Require Notification) to NIB/NISH/JWOD or
) NAO Firms
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Figure 2.1. Continued.

General Guidelines For
Competitive Sourcing Initiatives

Standard
Cost Comparison
(Chapter 6)

HQ USAF approval

Streamlined
Cost
Comparison
(Chapter 13)
HQ USAF

Direct
Conversion
(Chapter 14)
HQ USAF

Smali Disadvantaged Business, Small Business 8(a),
HUBZone Set-Asides

Award Based on Cost
Comparison Decision
-- MEO or Contract

Award Based on

Cost Comparison

Decision -- MEO
or Contract

Start Date (PL 105-261, Section 8026) date approval date approval date
Tentative Cost Tentative Cost Date
End Date (PL 105-261, Section 8026) Comparison Decision Comparison Contractor’s
Date Decision Date Offer Compared
: to In-house Cost
Est
4. OTHER CONSIDERATIONS ;
Management Plan Requirements MEO Existing MEO PWS
PWS Existing PWS QASP
QASP QASP Govt Cost Est
TPP, if required TPP, if required Trans Plan
Govt Cost Est Govt Cost Est
Trans Plan Trans Plan
UMD Release Yes No No
Restricted Solicitations: Small Business, Permitted Permitted Permitted

If cost effective,
Award Contract
But if NOT Cost
Effective See **

NOTES:

* Civilian (as defined in paragraph 1.3.3. of this Instruction): Applies to DoD US direct-hire civilian personnel paid from
appropriated funds and serving on permanent appointments. .

**All direct conversions must be cost effective including conversions to NIB/NISH/JWOD providers or NAO firms.
Refer to Chapters 10 and 14. For direct conversion where cost effectiveness is not proven.
1. Perform cost comparison for CAs with >10 Total Auths

2. Retain in-house for CAs with <11 Total Auths, if approved by HQ USAF/XPMR

This Diagram is Provided as an Overview.
It is Not all Inclusive.

Refer to the Instruction for Specific Details.

***Exception: Does not apply to Category C NAF and Lodging functions as stated in the AF Services Blueprint.
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Chapter 3

AIR FORCE INHERENTLY GOVERNMENTAL/COMMERCIAL ACTIVITIESINVENTORY

3.1. Second Sep in Commercial Activities Program. This chapter provides policy and policy imple-
mentation for maintaining the AF IGCA Inventory. In this step, commands (together with installation
commanders) maintain an accurate and up-to-date IGCA Inventory reflecting all in-house activities (CA
and inherently Governmental), as well as contracted activities. For all in-house activities (CA and inher-
ently Governmental), the Inventory reflects the appropriate reason for in-house performance, future
review schedule, and the results of the last review. Additionally, CMEs reflect all contracted services
activities.

3.2. Palicy.

3.2.1. The AF IGCA Inventory shall be kept current at all times; therefore, commands shall update
the Inventory as changes occur. Eventsthat typically require an update to the AF IGCA Inventory are
the AF IGCA Review required by Chapter 4 of this Instruction, the start and compl etion of cost com-
parisons and direct conversions, changes to the scope of existing contracts, and the award or termina-
tion of contracts.

3.2.2. The AF IGCA Inventory, excluding inherently Governmenta activities and activities engaged
in classified or other national security activities, will be made available to the public upon request
under the provisions of the Freedom of Information Act (FOIA) and the Federal Activities Inventory
Reform (FAIR) Act (PL 105-270).

3.2.3. AFAA will, when requested by HQ USAF/XPMR, periodically review the AF IGCA Inventory
for accuracy and completeness.

3.3. Useof the Air Forcelnherently Governmental/Commercial ActivitiesIn ventory. An Inventory
isrequired for:

3.3.1. Compliance with Executive Order 12615, 10 USC 2461, FAIR Act, OMBC A-76, and DaoDI
4100.33.

3.3.2. Managing the AF CA Program.

3.3.3. Providing commanders at al levels with atool for analyzing CAs for potential competition
with the private sector.

3.3.4. Identifying the work force mix of military, Government civilian employees, and CMEs, aswell
as the reasons for in-house performance of Government activities.

3.3.5. Responding to congressional and other inquiries associated with the AF manpower posture.

3.3.6. Satisfying various reporting requirements directed by Congress, OMB, and the Office of the
Secretary of Defense.

3.3.7. Determining the AF baseline for comparison with other Servicesand DoD Components by var-
ious activities, including Office of Management and Budget, DoD, Defense Science Board, Generd
Accounting Office, DoD(1G), AFAA, HQ USAF, and various defense contractors working for DoD or
AF.
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3.4. Policy Implementation.

3.4.1. Development and Maintenance Instructions. Commands maintain an AF IGCA Inventory on
the Manpower Data System (MDS). The Inventory identifies inherently governmental activities and
commercial activities performed, in both the Continental United States and overseas, by either
in-house or by contract manpower resources. A DoD Function Code (DFC) list is provided at Attach-
ment 2. All in-house manpower authorizations, including active, guard, and reserve positions, will be
coded on the MDS in accordance with this chapter and as issued by HQ USAF/XPM. All CMEs asso-
ciated with any existing service contract will also be included in the AF IGCA Inventory. AFI 38-201,
Determining Manpower Requirements, Chapter 6, provides Instructions for computing CMEs. AF
Computer System Manual 38-142, Volume |1, Manpower Data Systems:. TO01/QF, Software User
Manual (SUM), provides Instructions for MDS input routines. Policy implementation for devel op-
ment and maintenance of the AF IGCA Inventory follows:

3.4.1.1. In-House Activities. MDS records containing funded manpower resources for the perfor-
mance of al Government operated activities, will be coded asfollows:

3.4.1.1.1. DoD Function Code (DFC). Thisis a four- to five-digit a phanumeric code that
defines the type of activity performed. Using thelist at Attachment 2, select and enter aDFC
for each manpower authorization that most closely describes the in-house activity performed.
Manpower authorizations that perform multiple types of services are coded with a DFC that
most closely describes the mgjority of the activities they perform.

3.4.1.1.2. Reason Code (RSC). Thisisaone-digit alpha code that describes why an activity is
performed in-house. A list of these codes (Figure 3.1.) and their abbreviated definitions (Fig-
ure 3.2.) are aso in the AF Data Dictionary (AFDD), ADE CO-451. Detailed definitions are
provided to commands per paragraph 2.2.3. of this Instruction. Select and enter an RSC for
each activity that most closely describes the reason the activity is performed in-house. AFI
33-110, Data Administration Program, provides Instructions for accessing the AFDD viayour
computer.

3.4.1.1.3. Year of Last Review (YLR). Thisisafour-digit numeric code representing the fis-
cal year (FY) when areview was last completed on the activity to determine its most appropri-
ate mode of operation, i.e., in-house or contract. For in-progress initiatives, enter the year of
approval asthe YLR.

3.4.1.1.4. Year of Next Review (YNR). Thisisafour-digit numeric code representing the FY
when the next scheduled review will be completed on the activity to determineits most appro-
priate mode of operation, i.e., in-house or contract. The YNR established in the command AF
IGCA Review schedule, per Chapter 4 of this Instruction, will be entered unless otherwise
approved by HQ USAF/XPMR. NOTES: The YNR will not exceed five years from the YLR.
Also, the YNR for activities that have undergone a cost comparison that resulted in an
in-house decision will be established not to exceed 5 years from the date of the MEO imple-
mentation, unless otherwise approved by HQ USAF/XPMR per Chapter 19 of this Instruc-
tion.

3.4.1.2. Contracted Commercial Activities. Develop and/or validate CMEsfor al existing service
contracts using the guidance in AFI 38-201, Determining Manpower Requirements, Chapter 6,
and enter aDFC
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that most closely describes the contract service performed. The accuracy of CMEs s essential to
reflect the total recurring workload that is contracted in the AF to include modifications to existing
contracts. Entry of aRSC, YLR, and YNR is not required for CME records.

3.5. Reporting Requirements.

3.5.1. Installation Manpower and Organization Offices. Submit RCS. DD-A& T(A)1540 report to
your command in the memorandum format shown at Figure 3.3. to arrive at the date set by your com-
mand. Include an attachment to the report that addresses major AF IGCA Inventory changes (if any)
that have occurred since the previous FY’s Inventory. The summary should identify the location and
functions involved, the major changes, and the reasons for those changes. Mg or changes may include
the addition, deletion, and/or transfer of in-house and/or contract CAs due to a variety of reasons,
including base closures, reorganizations, directed force reductions, etc., or addition or deletion of 25
or more manpower authorizations from a single function at the installation.

3.5.2. Command. Commands submit a report in the memorandum format shown at Figure 3.3. to
AFMIA/MIC to arrive by 1 September of the reporting FY. Included as an attachment to the report is
asummary of al magjor AF IGCA Inventory changes that have occurred throughout the command
since the previous year’s report.

3.5.3. AFMIA/MIC.

3.5.3.1. Sends the annual Congressional Summary Report and the Commercial Activities Inven-
tory and Review Schedule Report, RCS: DD-A& T(A)1540, to HQ USAF/XPMR to arrive by 1
December.

3.5.3.1.1. The Congressional Summary Report reflects, by magjor DoD FAC category (first
digit only), the number of in-house manpower authorizations, the number of CMEs, the per-
centage of in-house manpower authorizations versus CMEs, and the rationale for significant
changes over the previous year’'s AF IGCA Inventory. This summary report also reflects (for
the next FY) an estimate of the number of workyears to be performed by in-house versus con-
tract activities, and the number of cost comparisons to be completed, including the number of
civilian and military workyears involved.

3.5.3.1.2. The RCS. DD-A&T(A)1540 is prepared according to DoDI 4100.33 or DoD sup-
plemental guidance.

3.5.3.2. Releasesthe AF IGCA Inventory in response to requests received under FOIA.
3.5.4. HQ USAF/XPMR.

3.5.4.1. Coordinates the AF IGCA Inventory with appropriate HQ USAF offices then sends the
annua Congressional Summary Report and RCS: DD-A& T(A)1540 through SAF/MI to DoD to
arrive by 15 December.

3.5.4.2. Approves the release of the AF IGCA Inventory in response to requests received under
the FAIR Act or FOIA.

3.5.5. The AFAA may perform periodic reviews of the AF IGCA Inventory. These reviews should be
conducted by selected AFAA area audit officesto ensurethe AF IGCA Inventory reflects accurate and
current data at the installation level.
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3.6. AF FAIR Act CA Inventory.

3.6.1. OMB Transmittal Memo #20 implements the FAIR Act and requires DoD to submit a detailed
CA Inventory to OMB by June 30 of each year. This Inventory reflects CAs performed in-house, the
year the CA first appeared on the FAIR Act CA Inventory, and the name of a point of contact from
whom additional information about the activity may be obtained as well as any other data as deter-
mined by DoD.

3.6.1.1. The AF FAIR Act CA Inventory will be submitted through SAF/MI to DoD in accor-
dance with the DoD FAIR Act CA Inventory data call.

3.6.1.2. The point of contact required by the FAIR Act will be the command XPM.
3.6.1.3. The FAIR Act CA Inventory does not apply to the following:
3.6.1.3.1. Inherently Governmental activities.

3.6.1.3.2. A Government corporation or a Government controlled corporation as defined in 5
USC 103I.

3.6.1.3.3. A NAF instrumentality if all of itsemployees are referred toin 5 USC 2105(c).
3.6.1.3.4. DoD depot-level maintenance and repair as defined in 10 USC 2460.
3.6.2. FAIR CA Inventory Review and Publication.

3.6.2.1. OMB will review DoD’s FAIR Act CA Inventory and consult with DoD regarding its
content. OMB will then publish anotice in the Federal Register stating that the Inventory is avail-
able to the public. Once the notice is published, DoD will send Congress a copy of this Inventory
and make the Inventory availableto the public.

3.6.2.2. HQ USAF/XPMR will assist DaD, asrequired, during the OMB review of the Inventory.

3.6.2.3. AFMIA will placethe AF sFAIR Act CA Inventory on the AFMIA Home Page
(http://www.AEMIA.randolph.af.mil) within three work days of OMB'’s Federal Register notifi-
cation.

3.6.3. AF FAIR CA Inventory Challenges and Appeals.

3.6.3.1. AF'sdecisontoincludeor exclude a particular activity from the FAIR Act CA Inventory
is subject to administrative challenge and, then, possible appeal by an interested party.

3.6.3.2. Under the FAIR Act an “interested party” is defined as:

3.6.3.2.1. A private sector source that is an actual or prospective offeror for any contract or
other form of agreement to perform the activity; and has a direct economic interest in perform-
ing the activity that would be adversely affected by a determination not to procure the perfor-
mance of the activity from a private sector source.

3.6.3.2.2. A representative of any business or professional association that includes within its
membership private sector sources referred to in paragraph 3.6.3.2.1. above.

3.6.3.2.3. An officer or employee of an organization within an executive agency that is an
actual or prospective offeror to perform the activity.
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3.6.3.2.4. The head of any labor organization referred to in section 7103(a) (4) of title 5,
United States Code that includes within its membership officers or employees of an organiza-
tion referred toin 3.6.3.2.3. above.

3.6.3.3. An interested party may submit an initial challenge to the command XPM (listed in the
AF FAIR CA Inventory) regarding the inclusion or exclusion of an activity within 30 calendar
days after publication of the Inventory is placed on the AFMIA Home Page.

3.6.3.3.1. The challenge must set forth the activity being challenged with as much specificity
as possible, and the reasons for the interested party’s belief that the particular activity should
be reclassified as inherently Governmental (and therefore be deleted from the Inventory) or as
commercia (and therefore be added to the Inventory) in accordance with OFPP Policy Letter
92-1 on inherently Governmental functions or as established by precedent (such aswhen other
Federal agencies have contracted for the activity or undergone competitions for this or smilar
activities).

3.6.3.3.2. The command XPM provides HQ USAF/XPMR with copies of decisions that will
change the AF FAIR CA Inventory submission. These Inventory changes are then processed
by HQ AF/XPMR for HQ USAF/XP in order to comply with paragraph 3.6.3.6. of this
Instruction.

3.6.3.4. AF/XP delegates the responsibility to receive and decide initial challenges to command
XPMs. As mandated by the FAIR Act, the command XPM must make a decision on the initial
challenge and transmit to the interested party a written notification of the decision within 28 cal-
endar days of receiving the challenge. The notification must include a discussion of the rationale
for the decision and, if the decision is adverse, an explanation of the party’s right to file an appeal.

3.6.3.5. An interested party may appeal an adverse decision to an initial challenge within 10
working days after receiving the written notification of the decision to AF/XP. No further delega-
tion is permitted. Within 10 working days of receipt of the appeal, AF/XP must decide the appeal
and transmit to theinterested party awritten notification of the decision together with adiscussion
of therationale for the decision.

3.6.3.6. AF/XP must also transmit through SAF/MI to DoD, OMB and Congress a copy of any
changes to the Inventory that result from this process, make the changes available to the public
and publish anotice of public availability in the Federal Register.

3.6.3.7. Agency Review and Use of Inventory.

3.6.3.7.1. The FAIR Act requires a routine review of the activities on the Inventory and
requires DoD to report to OMB on this process as part of the Report on Agency Management
of CAs.

3.6.3.7.2. To comply with the FAIR Act AF shall rely on OMB Circular A-76 and its Supple-
mental Handbook to determine if cost comparisons are required and what competitive method
is appropriate. This AFI implements OMB Circular A-76 and its Supplemental Handbook;
therefore, AF will use this Instruction for compliance with the FAIR Act.
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Figure 3.1. DoD ForceMix Code Criteria Matrix.
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Figure 3.2. DaD Force Mix Code Criteria Abbreviated Definitions.

REASON CODES (RSC)

RSC | SHORT TITLE | ABBREVIATED DEFINITION
A Military Combat | DoD Components shall designate all military manpower requirements in operating forces that deploy to
theaters or areas of operations where there is a high likelihood of exposure to hostile fire with Code A.
Military manpower requirements that support contingency operationsin units that do not deploy but, due
to the nature of their military mission, are subject to military attack may also utilize code A. A key
element is whether the personnel must be trained and ready to use combat skills or training and (except
for Chaplains and medical personnel) use deadly force.

B Military Combat | DoD Components shall designate military manpower in the infrastructure that do not otherwise require

Augmentation military incumbents with code B when they are needed to ensure there is an adequate Inventory of
military personnel for each occupation and skill level necessary to satisfy projected mobilization or
wartime manpower demands that cannot be met with personnel designated “Code A” or with personnel
acquired after mobilization.

C Military Unique | Military manpower in the infrastructure that require knowledge and skills acquired primarily through
Knowledge & | military training and current military experience for the successful performance of the prescribed duties
Skills infrastructure with code C.

D Military Image | DoD Components shall designate alimited number of military manpower in the infrastructure with code
and Esprit de | D when they are traditionally or customarily used to provide a military “esprit de corps’ or to promote
Corps public relations. This includes manpower for military bands, Honor Guards, recruiters, military

contingents or guard detachments primarily a overseas locations where military personnel are
traditionally assigned to project a military presence or image, and teams that demonstrate military
expertise to the public.

E Military DoD Components shall designate manpower in the infrastructure that would not otherwise require
Rotation military incumbents with code E to provide arotation base for overseas or sea-to-shore assignments when

the number of military coded A through D are not sufficient to satisfy peacetime rotation requirements.

F Military Career | DoD Components shall designate manpower in the infrastructure that do not otherwise require military
Progression incumbents with code F to provide career paths for military personnel when the number of military coded

A through E are not sufficient to satisfy peacetime military career progression requirements.

G Civilian This criterion is used to identify DoD manpower requirements that are necessary to exercise civilian
Authority  and | management authority (direction and final decision making) over government policy, programs, property
Direction (physical assets and information), funds and treasury accounts, or employees. The incumbents of these

positions make decisions on behal f of the government and are directly and ultimately accountable for the
accomplishment of assigned missions and functions.

H Civilian This criterion is used to identify aminimum number of DoD manpower requirements that are required to
Expertise  and | ensurethat civilian decision making officials (accounted for under criterion G above) maintain sufficient
Control levels of oversight, control, and accountability over government operations and federally funded projects

and tasks. The incumbents in these positions provide corporate knowledge and technica expertise
necessary to ensure that government and public interests are advanced and that government contractual
obligations are fully satisfied by playing an active and informed role in areas such as contract
administration and evaluation. This includes civilians in staff and line functions that require current
technical knowledge and on-the-job training and work experience necessary to effectively influence
government decision-making and progress into positions of authority and direction (code G, above).

| Civilian National | This criterion is used to identify DoD civilian manpower requirements (not included under codes G and
Security or | H, above) that are required to perform highly sensitive national security, intelligence or investigative
Operational Risk | work and to ensure a ready and government controlled source of technical competence in operations

necessary to the effectiveness of military combat and other more specialized operations.

J Executive Order, | DoD Components shall designate non-core manpower with code J when they are needed to satisfy a

Law, Treaty or
I nternational
Agreement

specific provision of law, Executive Order, treaty, or International Agreement, but the work could be
considered for private sector performance.
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REASON CODES (RSC)

RSC

SHORT TITLE

ABBREVIATED DEFINITION

DoD
M anagement
Deter mination

DoD Components shall designate non-core military and civilian manpower with code L when: The
non-core manpower requirements have been exempted from cost comparison or direct conversion to
private sector performance by aDaoD officia that exercises management authority over afunctional area.
Includes non-core civilian manpower when activity under review includes military manpower and the
work performed by the civiliansisnot severable. Thisauthority shall not be delegated below the Assistant
Secretary or equivalent level. The DoD Component’s contracting officer (or, other appropriate official)
can demonstrate (pursuant to DoD Instruction 4100.33, reference (k)) that, when reviewing contract
sources: (a) Contract service quality or prices were unreasonable; (b) No satisfactory commercial source
was capable of providing the services based on market research or lack of a response to Commerce
Business Daily announcements; or, (a) The use of such acommercia source would cause an unacceptable
delay or disruption of an essential program. This criterion should include military manpower only when:
(1) the work requires unusual working conditions that are not compatible with civilian employment and
that cannot be made a“ condition of employment” for recruitment of civilians; (2) the work isat locations
where skilled civilians are not available; or, (3) civilians cannot be hired and cost effectively trained to
perform the work. This manpower is considered non-core because the work is commercid in nature and
doesnot qualify aseither “military essential” or “civilian essential.” Thismanpower iscoded L to indicate
that it has been restricted from, but should be periodically reconsidered for private sector performance
based on the availability of an acceptable commercial source.

Based on Cost
Comparison

DoD Components shall designate non-core manpower with code M when a contracting officer has
determined within the last 5 yearsthat DoD civilians (or, in certain situations, DoD military) perform the
work in amore cost effective fashion (based on the results of acost comparison study) or provide required
levels of service at fair and reasonable prices (based on the results of a commander’s review). This
criterion should include military manpower only when: (1) the work requires unusual working conditions
that are not compatible with civilian employment and that cannot be made a“ condition of employment”
for recruitment of civilians; (2) the work is at locations where sKilled civilians are not available; or, (3)
civilians cannot be hired and cost effectively trained to perform the work. In such situations, the cost
comparison shall include the costs of the military manpower according to the guidancein this I nstruction.

Pending
Contract Award

DoD Components shall designate non-core civilian or military manpower that is in the process of being
converted to contract support based on the results of acost comparison study or commander’sreview with
code N.

Pending Cost
Comparison

Results

DoD Components shall designate all non-core DoD military or civilian manpower performing work that
is pending the results of an active cost comparison study or commander’s review with code O.

Pending
Restructuring
Decision

DoD Components shall designate al hon-core DoD military or civilian manpower performingwork in a
function that has been deferred from a cost comparison study or direct conversion to contract
performance, pending the results of aforce restructuring decision with code P. (Restructuring initiatives
include official requestsfor approval of base closure, realignment, or consolidation actions).

Based on
Terminated Cost
Comparison

DoD Components shall designate non-core DoD military or civilian manpower performing work in a
function where a cost comparison study was initiated but exceeded legislatively-prescribed time
compl etion constraints and was, subsequently, terminated with code Q. (This code cannot be used in two
consecutive years.)

Subject to
Review

DoD Components shall designate non-core DoD military or civilian manpower performing work that is
commercial in nature and has not yet been subject to a cost comparison study or direct conversion to
contract review with code R.

Converted From
Contract Based
on Cost
Comparison

Converted to in house from contract performance based on Cost Comparison.

NOTE: Thislist contains abbreviated code definitions and isintended to be used as a guide. It isnot to be used in isolation of
annual instructionsissued by the HQ USAF/XPM.
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Figure 3.3. Installation and Command | nher ently Gover nmental/Commercial ActivitiesInventory
Reporting For mat.

MEMORANDUM FOR AFMIA/MIC
FROM: (Command/XPM)

SUBJECT: FY (XX) Inherently Governmental/Commercia Activities (IGCA) Inventory and Review
Schedule Report, RCS: DD-A&T(A)1540

1. | certify that (command) IGCA Inventory is current and accurate as of the August end-of-month
Manpower Data System (MDS) file for both in-house and contracted activities. This Inventory includes
the results of this FY’s Air Force IGCA Review. Contract manpower equivalents (CMES) are accurate
and up to date.

2. Thisyear’'s AF IGCA Inventory reflects major changes compared to last year’s report, which are
itemized and explained at Attachment 1.

OR--
2. Thisyear’'s AF IGCA Inventory does not reflect any maor changes over last year’s report.
3. Our POC is (rank, name, office symbol, DSN, FAX, e-mail address).

Command XPM Signature

Attachment:
Major Air Force IGCA Inventory Changes
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Chapter 4

AIR FORCE INHERENTLY GOVERNMENTAL/COMMERCIAL ACTIVITIESREVIEW

4.1. Third Step in Commercial Activities Program. This chapter provides policy and policy imple-
mentation for conducting the AF IGCA Review to (1) determine the compelling reason for in-house per-
formance, (2) identify potential candidates for cost comparison or direct conversion, and (3) validate the
CMEs for existing contracts. Figure 4.1. provides a recommended sequence of actions for completing
this step and updating the AF IGCA Inventory to reflect the results of the review.

4.2. Palicy.

4.2.1. Commands will review all in-house activities (to include inherently Governmental functions)
based on afive-year review schedule as approved by their commander. Commands are encouraged to
review contracted activities annually to ensure continued cost effectiveness.

4.2.2. Commands will use policy implementation in this chapter to conduct their reviews.

4.2.3. Commands may perform reviews more frequently than provided for by the five-year review
schedule.

4.2.4. A cost comparison or direct conversion will be accomplished on in-house CAsthat are not mil-
itary essential, where the workload is separable, and when not prohibited by law, executive order,
treaty, or international agreement.

4.3. Policy Implementation.
4.3.1. Commands, together with installation commanders, are responsible for the AF IGCA Review.
4.3.2. Command Five-Year IGCA Review Schedule.

4.3.2.1. Commands will review 100% of their in-house activities at least once every five years.
The methodology for developing a Command Five-Year Review Schedule follows:

4.3.2.1.1. Commands that own installations will establish a schedule to review all activities at
20% of their installations each year (excluding their tenant organizations). For example, if a
command owns ten installations, then each year all in-house activities at two installations are
scheduled for review.

4.3.2.1.2. Commands that do not own installations or commands with tenants will establish a
schedule that reviews at least 20% of their in-house activities each year in order to complete a
100% review within the five-year review cycle.

4.3.2.1.3. Commands are encouraged to continuously review the requirement for in-house
performance of in-house activities to ensure cost effective and efficient operation of AF CAs.
This will ensure in-house CAs that can be competed continue to be competitive with the pri-
vate sector.

4.3.3. Contracted CAs. Vaidate CMEs for all existing service contracts in accordance with Chapter
3 of this Instruction. The accuracy of CMEs s essential to assess the percentage of the AF work force
that is contracted.
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4.4. Decision Criteria.
4.4.1. AF activities are performed in-house without a cost comparison based on the following:

4.4.1.1. Inherently Governmental Activities. These are activities that meet the criteria established
in Chapter 2 of this Instruction. These activities are coded with Reason Codes A, C, G and H (as
appropriate) by applying the guidance in Chapter 3 of this Instruction.

4.4.1.2. Exempt or Restricted From Competition. These are activities that perform a military or
civilian essential in-house activity and are coded with reason codes B, D, E, F, I, J, K, or L (as
appropriate) by applying the guidance in Chapter 3 of this Instruction.

4.4.2. AF activities subject to competition (i.e., cost comparison, direct conversion) are performed
in-house based on the reasons defined by Reason Codes M through Sin Figure 3.1. and as outlined in
Chapter 3 of thisInstruction. Activities designated with the reason codes P through R must be sched-
uled for competition (as appropriate) at the earliest possible date. Activities designed with Reason
Codes M or S must be scheduled for recompetition after five years or after completion of all perfor-
mance years in competitions exceeding five years unless otherwise approved HQ USAFXPMR per
Chapter 19 of this Instruction.

4.5. Military Essentiality.

4.5.1. AFPD 38-2 , Manpower, establishes AF policy on the appropriate distribution of manpower
resources essential to support national strategic objectives.

4.5.2. AFI 38-204, Programming USAF Manpower, defines military essentia positions as “positions
that directly contribute to prosecution of war (combat or direct combat support), exercise Uniform
Code of Military Justice authority, are required by law, are military due to custom or tradition, are
needed for overseas rotations, or require a skill not available in civilian resources. Other workloads
are not military essential and should be performed by in-service civilians or contract services.” Chap-
ter 11 of this Instruction provides the exception for including military in MEQOs but these military do
not fall into the category of military essential.

4.5.3. The use of military resources for other than military essential reasons causes an unnecessary
expense to the AF budget which reduces funding for high priority AF programs. Even though the mil-
itary pay expense (Appropriation 3500) is not visible in their budgets, commands and installations are
ultimately responsible for ensuring military personnel are only utilized against military essential
requirements, unless justified under the procedures established in Chapter 11 of this Instruction for
including military inan MEO.

4.5.4. Application of the military essential criterion for AF IGCA Reviews is made considering the
wartime and peacetime duties of the specific positions rather than in terms of broad functions. A CA,
staffed with military essentia personnel, may be retained in-house when one of the following criteria
applies: military combat, military unique knowledge and skills, military combat augmentation, mili-
tary image and esprit de corps, military rotation, or military career progression (Chapter 3 of this
Instruction).

4.5.5. Commandswill give priority to consolidating the maximum number of military essential posi-

tions into the minimum number of organizations consistent with military reguirements thus ensuring
the maximum number of CAsfor competition. It isinconsistent with OMB, DoD, or AF policy to dis-
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burse military essential positions throughout acommand for the purpose of excluding CAsfrom com-
petition.

4.6. Firefighter and Security Guard Functions.

4.6.1. Statutory Prohibition on Contracting for Firefighter and Security Guard Functions. Both mili-
tary and civilian fire fighting and security guard functions are retained in-house. The AF is prohibited
by 10 USC 2465 from contracting fire fighting and security guard functions. This prohibition does not

apply to:

4.6.1.1. Locations outside the United States (including its commonwealths, territories and posses-
sions) at which military personnel would be used for performance of duties at the expense of unit
readiness.

4.6.1.2. Government-owned but privately operated installation, i.e., no military presence existson
the Government owned installation.

4.6.1.3. A function under contract on or before September 24, 1983.
4.6.2. The statutory prohibition does not:
4.6.2.1. Preclude military to civilian conversions or vice versa.
4.6.2.2. Exclude these functions from the AF IGCA Inventory and AF IGCA Reviews.

4.6.2.3. Prevent conversions from contract to in-house based on a cost comparison (Chapter 6 of
this Instruction) or mission change (Chapter 15 of this Instruction).

4.6.2.4. Apply to the following specific Security Force Activities:
4.6.2.4.1. Animal Control
4.6.2.4.2. Visitor Information Services
4.6.2.4.3. Vehicle Impoundment
4.6.2.4.4. Registration Functions

4.7. CorelLogistics.

4.7.1. Core logistics capabilities. Core logistics capabilities identified by the Secretary of Defense
must be government owned and government operated (this includes government personnel, equip-
ment & facilities) unless the Secretary of Defense grants awaiver as provided in 10 USC 2464.

4.7.2. Depot maintenance activities. This Instruction and OMBC A-76 do not apply when determin-
ing a change in performance of depot level maintenance workload, valued at $3 million or more, from
a Department of Defense depot level activity to performance by a contractor or another DoD activity
as provided in 10 USC 2469. Ingtallation support functions provided to depot maintenance activities
under host tenant support agreements are covered by this Instruction. All depot maintenance func-
tions, support or otherwise, must comply with Chapter 3 of this Instruction.

4.8. National Intelligence. Before making a determination that a commercial activity involving the col-
lecting, processing, producing, or disseminating of national intelligence as prescribed by Executive Order
12333 isto be cost compared or directly converted to contract, the command isto specifically identify the
risks to national intelligence of using commercial sources.
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4.8.1. The command provides its risk assessment to HQ USAF/XOI and HQ USAF/XPM. A risk
assessment is forwarded to the Director, Defense Intelligence Agency (DIA), who determines if the
risk to national intelligence permits conducting the cost comparison or direct conversion. This DIA
determination is required prior to or as part of the HQ USAF candidate approval process.

4.8.2. The type of funding, e.g., General Defense Intelligence Program (GDIP), does not exclude
CAs from the requirements of this Instruction.

4.9. Reporting Requirements.

4.9.1. Instalation servicing manpower and organization offices annually send an AF Form 4251,
Inherently Governmental/Commercial Activities Review Decision Supporting Rationale (Figure
4.2.), to their command by the due date established by their command. Supporting rationale for the
review decisions is documented using the format at Figure 4.2. and retained by the servicing man-
power and organization office until superseded by the next review. This supporting rationale will be
available for review by commands and/or HQ USAF (if required). For completed reviews, state:

4.9.1.1. Thereview results were approved by the installation commander.
4.9.1.2. Documented rationale for review decisionsison file.

4.9.1.3. Thereview results are reflected in the AF IGCA Inventory in the MDS for the reporting
FY.

4.9.2. Commands certify the completeness and accuracy of their review using the format at Figure
4.3. to HQ USAF/XPMR and AFMIA/MIC by 1 August of the reporting fiscal year.

4.10. Nomination of Candidates. MAJCOM/FOA/DRU commanders have the authority to nominate
candidates for cost comparison or direct conversion to contract. These nominations are sent to HQ USAF/
XPM for staffing and approval by HQ USAF/XPM in accordance with Chapter 5 of this Instruction and
must be handled as “For Official Use Only.”
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Figure4.1. SepsFor Inherently Governmental/Commercial Activities Review and I nventory.

Sequence Of Actions For The Air Force inherently gover nmental/Commercial
Activities (IGCA) Review And Inventory

This attachment provides the sequence of actions for updating and recording the results of the AF IGCA
Review inthe AF IGCA Inventory, and submitting required reports.

Sep 1, Update AF I GCA Inventory. In accordance with Chapter 3 of this Instruction, update the AF
IGCA Inventory maintained on your MDS, as required, to account for all in-house and contract activity
changes (or new requirements) that have occurred since the last update. Remember, these changes should
be input as they occur.

Sep 2, Review In-house Activities. In accordance with Chapter 4 of this Instruction and the com-
mand-developed Five-Year IGCA Review Schedule, review activities scheduled for the reporting FY.
Thisreview should be performed to justify continued in-house performance of AF activities or identify
them as candidates for cost comparison or direct conversion. Ensure existing MEOs are reviewed in com-
pliance with Chapter 4 of this Instruction. Document review resultsusing Figure 4.2.

Sep 3, Obtain Commander’s Approval. Brief and obtain commander’s approval on the results of the
review. Document commander’s decision using the supporting rationale format at AF Form 4251 (Figure
4.2)).

Sep 4, Update AF | GCA Inventory To Reflect Review Decisions. Update the AF IGCA Inventory
maintained on the MDS, as required, to reflect the commander’s IGCA Review decisions. Ensure the
update is entered into the MDS not |ater than the FY’s August end-of-month update.

Sep 5, Submit IGCA Review Certification. Commands certify that they have completed their annual
IGCA Review in accordance with the requirementsin Chapter 4 of thisInstruction to HQ USAF/ XPMR
and AFMIA/MIC by 1 August of the reporting FY. The format for this certification isat AF Form 4251
(Figure 4.3.).

Sep 6, Submit AF IGCA Inventory Report. Commands submit the Commercia Activities Inventory
And Review Schedule Report RCS: DD-A& T(A)1540 as required by Chapter 3 of this Instruction by 1
September of the reporting FY to AFMIA/MIC.

Sep 7, Fileand Retain All Documentation Associated With The Review. The servicing manpower and
organi zation office keeps al documentation associated with the review until superseded by another
review.
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Figure 4.2. Inherently Gover nmental/Commercial Activities Review Decision Supporting
Rationale.

FOR OFFICIAL USE ONLY
Unclassified Sample

FY XX inherently gover nmental/commer cial activities Review Decision
Supporting Rationale
COMMAND:
INSTALLATION:
FUNCTION:

Activity Name:

L ocation:

AF Functional Account Code(s):
DoD Function Code(s):

Brief Description of Activity:

Manpower Authorized
Officer: Enlisted: Military Total: Civilian: Total:
Military Essentiality Statement (when applicable):

Statement For Reason For Retaining Activity In-house (when applicable): (Add continuation page, if
required.)

Recommendation: (Place check mark in appropriate space and provide explanation.)

(1) Retain Activity In-House: (Provide reason)

(2) ScheduleFor: (Enter FYin one of the following)
Cost Comparison:
Direct Conversion:

Additional Comments (if appropriate):

Commander Briefed on Review Results and Concurs. (Insert date)
Functional OPR Signature/Date:

Typed Name/Grade/Title:

Servicing Manpower and Organization Officer Signature/Date:

Typed Name/Grade/Title:

FOR OFFICIAL USE ONLY
Unclassified Sample
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Figure4.3. FY Inherently Governmental/Commercial Activities Review Reporting For mat.
FOR OFFICIAL USE ONLY
(Unclassified Sample)

INHERENTLY GOVERNMENTAL/COMMERCIAL ACTIVITIESREVIEW REPORTING
FORMAT

MEMORANDUM FOR HQ USAF/XPMR
AFMIA/MIC
FROM: (Command/XPM)
SUBJECT: FY(XX) Air Force Inherently Governmental/Commercial Activities (IGCA) Review

1. | certify that athorough and accurate review of our command’s activities has been completed in accor-
dance with our Command IGCA Review Schedule. Review decisions were approved by the com-
mander(s) [or their designated official(s)] and supporting rationale is on file at the installation (or
command). Thereview resultswill bereflected in the August end-of-month Manpower Data System File
thus ensuring our command’s Air Force Inherently Governmental/Commercia Activities Inventory is
accurate and up to date.

2. Our POC is(rank, name, office symbol, DSN, FAX, e-mail address).

Command XPM Signature

FOR OFFICIAL USE ONLY
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Chapter 5

CANDIDATE NOMINATION PROCESS

5.1. General. This chapter provides policy and policy implementation for commands to nominate,
change, or cancel a standard cost comparison, streamlined cost comparison, contract cost comparison or
direct conversion for HQ USAF/XPM approval (appliesto in-house or contract CAS).

5.2. Palicy.

5.2.1. Final Approva Authority. HQ USAF/XPM approval is required for all cost comparisons and
direct conversions prior to proceeding with public announcement or beginning any cost comparison or
direct conversion. HQ USAF/XPM approval isrequired for all revisons to the initial candidate sub-
mission (i.e., changes in authorizations, scope, type; withdrawal; cancellation; delays; etc.). This
approval must be received prior to modification of the A-76 initiative. The HQ USAF/XPM approval
process is the same for initial candidate submissions, changes to approved initiatives, and cancella-
tions of initiatives. HQ USAF/XPM approval of candidates reflects a HQ USAF coordinated
response.

5.2.2. Command-level Approva Authority For Candidates. The command CV signstheinitia candi-
date submission and any revision to this candidate submission (i.e., changes in authorizations, scope,
type; withdrawal; cancellation; delays, etc.) to HQ USAF/XP. The command CV may delegate this
authority to the command X P who submitsit to HQ USAF/XPM. Delegation lower than the command
XPis not permitted. All correspondence regarding candidates will reflect a command position and
must have functional coordination, as a minimum.

5.2.3. Release of Candidate Information Prior to HQ USAF/XPM Approval. Due to the sensitivity of
A-76 initiatives on potentially affected civilian employees, their representative labor organizations,
private sector contractors, and Congress, it is essential that potential A-76 candidates or those submit-
ted to HQ USAF/XPM for approva be considered sensitive information. Candidates are marked “ For
Official Use Only” and no details relative to the candidate may be released until after public
announcement unless approved by HQ USAF. Determination of specific candidates is a management
decision and candidate specific information is not releasable outside the AF until final HQ USAF/
XPM approval is received. Prior to candidate submission to HQ USAF, it is permissible for com-
mands to perform preliminary analyses in order to package and formalize a candidate. Upon public
announcement, this information is no longer considered “For Official Use Only”. Authority for with-
holding candidate information (prior to public announcement) is FOIA exemption 3 or 5.

5.2.4. Public Announcement. Public announcement of any A-76 initiatives is made only after the
command receives HQ USAF/XPM approval. At this time, the commander must first make a public
announcement to the directly affected civilian employees and their representatives. If a press release
or other form of public announcement is desired, these must be made after the employees and their
representatives, aswell as directly affected military, are notified. This appliesto all initiatives regard-
less of whether congressional notification is required. Commands must make this formal public
announcement and begin the initiative within five working days of the HQ USAF/XPM approval date
or submit a cancellation request in accordance with this Instruction. As determined by the command,
formal announcement may be made at the command level, installation level, or concurrently at both
levels.
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5.2.5. Congressiona Notification. Congressional notification is required for cost comparisons with
more than 50 civilian Appropriated Fund employees (10 USC 2461) or for any multi-function cost
comparison that includes Contractor-Operated Civil Engineering Supply Stores (COCESS) (PL
105-261 Section 345). (For multi-function cost comparisons with COCESS, AF must include ratio-
nale for including COCESS and a projected savings estimated in the congressional notification.) This
congressional notification is made by SAF/LLP after HQ USAF/XPM approva and prior to any pub-
lic announcement. An example of this congressional notification letter is provided at Figure 5.4. Con-
gressional notification is not normally required for cost comparisons with 50 or fewer civilian
employees, for cost comparisons where conversion will be to an NAO firm, for direct conversions, or
for cancellation of a CA initiative. However, HQ USAF may determine to make congressional notifi-
cation of any initiative due to congressional interest or political sensitivity.

5.2.6. Submitting Candidates. Initial cost comparison and direct conversion submissions reflect a
command CC’s position and must have complete command coordination (to include, as a minimum,
the functional OPR, the Director of Manpower and Organization, as well as Contracting and Person-
nel) and must include accurate manpower detail. Initial A-76 candidate submissions will be submitted
using RCS: HAF-XPM(AR) 9401, Memorandum of Intent to Cost Compare or Directly Convert a
Commercial Activity (Figure 5.1.). This form will be used for cost comparisons of in-house or con-
tracted activities, as well as direct conversions. No deviations from this format are permitted or the
candidate will be returned to the command for reaccomplishment. The activity title in the subject line
of the RCS: HAF-XPM(AR) 9401 memorandum must be consistent with an appropriate USAF
Project Title reflected in CAMIS Table 1 (Attachment 6). To ensure tracking and accountability, the
initiative project title on the RCS: HAF-XPM(AR) 9401 memorandum must be the same title the
command will use for the CAMIS record.

5.2.7. Approving Candidates. HQ USAF/XPMR analyzes and develops the HQ USAF candi-
date-staffing package within approximately 14 calendar days of receipt from the command. HQ
USAF functional OPR coordinationis provided to HQ USAF/XPM within 14 calendar days of receiv-
ing the candidate-staffing package. HQ USAF/XPM will approve candidates within 30 calendar days
and will be signed by HQ USAF/XPM. If longer isrequired, an interim response (with the reason for
the delay) will be provided to the command within 30 calendar days.

5.2.8. Disapproving Candidates. If a HQ USAF functional OPR nonconcurs on either the entire or a
portion of the candidate, written justification is provided from the functional two-digit to HQ USAF/
XP within 14 calendar days of receiving the candidate staffing package. If HQ USAF/XPM agrees
with the nonconcurrence, HQ USAF/XPM signs the disapproval memorandum and attaches the func-
tional nonconcurrence and forwards to the command. If HQ USAF/XPM disagrees with the noncon-
currence, the candidate is forwarded to HQ USAF/XP for adecision. HQ USAF/XP may then elect to
forward to HQ USAF/CV for decision. An AF/ILV nonconcurrence regarding NAF issues will be
accepted by AF/XPM. If AF/XPM disagrees with this nonconcurrence, the candidate will be for-
warded to HQ USAF/CV for adecision. These nonconcurrences are likely to take more than 30 calen-
dar days, therefore, HQ USAF/XPMR will provide commands with awritten interim response stating
the reason for the delay and that a nonconcurrence is being staffed for final decision.

5.2.9. Changes To Candidated/Initiatives.

5.2.9.1. Candidates Submitted But Not Yet Approved by HQ USAF. Changes are not permitted
during the HQ USAF staffing of initial candidate submissions. Commands may withdraw a candi-
date to make modifications and then resubmit as a new candidate at a later date with a new cover
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letter. If HQ USAF notes errors in the package during staffing (or if the cover letter is not signed
at the appropriate level), the command candidate submission will be returned to the command for
correction and resubmission. If aHQ USAF functional OPR indicates the candidate was submitted
without the command functiona coordination or with erroneous/incomplete data, the functional
OPR (three-digit level) will identify the problem and return the candidate submission to HQ
USAF/XPM with a written rationale describing why there are errors or incomplete data. HQ
USAF/XPMR will not hold candidatesin order for commandsto correct data in the candidate sub-
mission.

5.2.9.2. Initiatives Already Approved By HQ USAF. Changes to approved initiatives must also
reflect a command position. Changes may include changes in scope, authorizations, initiative
type, etc. Submissions must include the approved A-76 Manpower Detail (Excel Spreadsheet)
with the requested changes noted in separate columns (to reflect what specific changes are being
requested). Changing the type of initiative from a cost comparison to adirect conversion or chang-
ing the completion FY, negatively impacts programmed savings and may create a bill for the AF.

5.2.9.2.1. Directly affected employees and their representatives as well as directly affected
military will be notified of the change from a cost comparison to direct conversion as soon as
possible after HQ USAF approval.

5.2.9.2.2. If arevision to the type of initiative is approved, the completion date milestone will
not be adjusted. If changing from a multi-function to single-function cost comparison, the cost
comparison milestones must be adjusted to reflect the two-year statutory requirement for com-
pletion (Chapter 6 of this Instruction).

5.3. Policy Implementation.

5.3.1. Command Responsihilities.

5.3.1.1. Command Notifies HQ USAF. A command submits an A-76 candidate to HQ USAF/
XPM using the format at Figure 5.1. and in compliance with the policies stated in this chapter.
Commands may fax this memo to speed processing but the hard copy (with attachments) must be
mailed to HQ USAF/XPMR and AFMIA/MIC. After faxing the memo, commands are not permit-
ted to make changes to the candidate submission. The A-76 Candidate Manpower Detail required
by Figure 5.1. must be submitted as an Excel spreadsheet (Figure 5.2.). This spreadsheet and the
A-76 Candidate Synopsis (Figure 5.3.) are to be e-mailed to HQ USAF/XPMR. No changes, ver-
bal or otherwise, are permitted until after HQ USAF/XPM staffing has been completed and the
candidate has been approved.

5.3.1.2. Command Request for Changes to HQ USAF Approved Initiatives. A command submits
the request using the format at Figure 5.5.. Written requests not submitted in the correct format
may be returned to the command for correction. No modifications are permitted until the
requested change has been staffed.

5.3.1.3. Command Request For Cancellation of HQ USAF Approved Initiatives. A command
submits the request using the format at Figure 5.6.. No verbal cancellations of initiatives are per-
mitted. Written cancellations not submitted in the correct format may be returned to the command
for correction.

5.3.1.4. For Candidates Requiring Congressional Notification.
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5.3.1.4.1. After being notified by HQ USAF/XPMR, the command XPM notifies the com-
mand CV (or designee) of the date and time that written congressional notification will be
made. The command CV (or designee) should verbally contact the impacted congressional
delegation (either member(s) or staff) to inform them of the pending written congressional
notification and provide a brief explanation of the initiative (the A-76 Candidate Synopsis
(Figure5.3.) or similar language can be used). SAF/LLP notifies HQ USAF/ XPMR immedi-
ately after the actual written congressional notification has been hand delivered. HQ USAF/
XPMR immediately e-mails or faxes the command/XPM with the actual date and time the
written congressional notification was been made. In some cases, SAF/LLP may work directly
with a command on congressional notifications.

5.3.1.4.2. COCESS: The FY 99 Authorization Act, Section 345, requires special congres-
sional notification when a multi-function A-76 initiative includes a COCESS. Commands are
required to provide rationale explaining why a combined competition or contract is the best
method to achieve cost savings as well as the estimated savings for the multi-function cost
comparison. The statute requires GAO to review this rationale and provide a briefing to Con-
gress to substantiate the rationale and cost savings and efficiencies. The cost comparison may
continue concurrently with GAO’s review; however, a cost comparison decision may not be
determined until GAO has completed this review.

5.3.1.5. Public Announcement.

5.3.1.5.1. The date of the HQ USAF/XPM approval memo starts the clock on the congres-
sional time limits (i.e., two years for single-function initiatives and four years for multi-func-
tion initiatives). If public announcement is made after the date of the HQ USAF/XPM
approval memo, the time between approval and public announcement counts toward this con-
gressional time limit.

5.3.1.5.2. Following HQ USAF/XPM approval, the commander first makes a public
announcement to the directly affected employees and their representatives as well as any
directly affected military. It is advisable that representatives from civilian and military person-
nel, contracting, financial management, staff judge advocate, civil engineering, any affected
incumbent contractors, etc., also beincluded in this notification. For contract cost comparisons
or if a portion of the workload is contracted, it is recommended that a public announcement
also be made to the incumbent contractor(s). An example of the recommended official public
announcement is provided at Figure5.7.

5.3.1.6. CAMIS. CAMIS records are not created nor are any adjustments to announced numbers
permitted until after HQ USAF/XPM approval is received by the command (Attachment 6).

5.3.1.7. MDS Coding. All authorizations identified in an announced initiative are coded “R” in
the MES column of the MDS and no reductions are permitted in this CA until completion of the
initiative. R-coding is not permitted until after HQ USAF/XPM approves an A-76 initiative.

5.3.1.8. Begin The Cost Comparison. The CSM SG forms and the cost comparison begins.
5.3.2. HQ USAF Responsihilities.

5.3.2.1. HQ USAF/XPMR reviews, develops and staffs a command’s submission (initial candi-
date submission or changes/cancellations of initiatives) for HQ USAF approval and, when appro-
priate, congressional notification. HQ USAF/XPMR coordinates the candidate with the functional
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OPR(s). At a minimum, information copies are provided to SAF/AQCO and HQ USAF/DPF/
XPMP/XPMS, as well as other interested HQ USAF offices. Commands are provided a written
response (approval, disapproval, or interim response) from HQ USAF within 30 calendar days.

5.3.2.2. After HQ USAF/XPMR reviews the candidate package and begins the staffing process,
HQ USAF/XPMR e-mails the A-76 Candidate Synopsis to SAF/OSX/FM/LL/MI/PA/FML/LLP/
SBO and HQ USAF/CCX/XP/XPM to ensure current status of the initiative is available to these
offices. HQ USAF/XPMR will notify these offices viae-mail as soon as HQ USAF/XPM approval
or disapproval isfinalized.

5.3.2.3. For Initiatives Not Requiring Congressional Notification. HQ USAF/XPMR will fax a
copy of the HQ USAF/XPM approval memo to the command XPM as soon as HQ USAF coordi-
nation is complete and mail the original. A copy is provided to the HQ USAF functional OPR and
AFMIA/MIC.

5.3.2.4. For Initiatives Requiring Congressional Notification.

5.3.2.4.1. Thetiming for candidates requiring congressional notification is at the discretion of
SAF/US as advised by SAF/LLP, SAF/MI, and HQ USAF/XPM. Normally, congressional
notifications do not occur while Congressisin recess.

5.3.2.4.2. SAF/LLP prepares notification letters to the appropriate congressional members
after HQ USAF/XPM has approved the candidate. SAF/LLP notifiesHQ USAF/XPMR of the
date and time congressional notification letters will be hand delivered to Congress. HQ USAF/
XPMR then provides an A-76 Candidate Synopsis update to SAF/OSX/MI/FM/LL/PA/FML/
LLP/SBO and HQ USAF/CCX/XP/XPM viae-mail of the date and time of the notification.

5.3.2.4.3. SAF/LLP notifies HQ USAF/XPMR immediately after the actual congressional
notification has been hand delivered. HQ USAF/XPMR immediately e-mails or faxes the
command/XPM providing the date and time notification was made. HQ USAF/XPMR will
then mail copies of all the congressional notification letterswith the HQ USAF/XPM approval
memo to the command XPM (the date of this memo will be the same date Congress was noti-
fied). A copy of this package will aso be provided to the HQ USAF functional OPR and
AFMIA/MIC.
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Figure5.1. RCS: HAF-XPM (AR) 9401 I nstructions.
FOR OFFICIAL USE ONLY
(Unclassified Example)

INSTRUCTIONS FOR PREPARING RCS: HAF-XPM (AR)9401,
Memorandum Of Intent To Cost Compare Or Directly Convert A Commercial Activity

MEMORANDUM FOR HQ USAF/XP (or HQ USAF/XPM if from Command/XP)
FROM: COMMAND/CV (or Command/XP if so delegated)

SUBJECT: RCS: HAF-XPM(AR) 9401, Memorandum of Intent to Compete a Commercial Activ-
ity--Base X Activity X Standard Cost Comparison (or Streamlined Cost Comparison or Contract
Cost Comparison or Direct Conversion)

1. The (command)/CC has approved subject candidate which is submitted for HQ USAF approval. This
submission represents a (command)/CC position which includes (installation)/CC and command func-
tional coordination and contains accurate manpower detail. The A-76 Candidate Manpower Detail (Excel
spreadsheet) at Attachment 1 and the A-76 Candidate Synopsis at Attachment 2 (both e-mailed on
(date) to HQ USAF/XPMR and AFMIA/MIC) provides HQ USAF required data. The command has
reviewed the function for conditions that could preclude HQ USAF approval and provides the following:

a. UTC Taskings: No UTC taskingsexist for this candidate (or “ Existing UTC taskingswill berelo-
cated to XX AFB.”).

b. Critical Skills: We are unaware of any critical skillsissuesfor this candidate to include unfavorable
rotation or career progression (or “Potential issues affecting critical skills may surface during coor di-
nation; however, our command position isXXXX.”).

c. Inherently Governmental: This activity is not Inherently Governmental (or “ Thisactivity iscur-
rently designated inherently Governmental; however, our command position is (providerationale
why the activity isnot considered inherently Gover nmental by your command.”)

d. Functional Coordination and Comments (if any): The command functional point(s) of contact is
(rank, name, office symbol, DSN, FAX, e-mail address) and concurs with this candidate.

e. Cost of Manpower for Existing Organization As Of Candidate Submission: $ . (See Para-
graph 11.3.7.3.1. of thisInstruction)

f. Contract Workload: Thisinitiative includes (or does not include) contracted workload. The asso-
ciated functions and CMEs are contained in the Manpower Detail Excel Spreadsheet.

g. (For Sreamlined Cost ComparisonsOnly). All criteriato conduct a streamlined cost comparison
have been met in accordance with AFI 38-203, Chapter 13; therefore, a streamlined cost comparison will
be conducted. If market research/analysis does not indicate conversion will be cost effective, the stream-
lined cost comparison will be canceled and a standard cost comparison will be announced.
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g. (For Direct Conversions Only). The (command)/CC certifies that this direct conversion meets the
criteriain AFI 38-203, Chapter 14, and that the activity will not be converted to contract unless cost
effectiveness is demonstrated.

h. (For Multi-function Cost Comparison Including COCESS). Justification. (See Paragraph
5.3.1.4.2. of this I nstruction)

2. Ingtallation point of contact is (rank, name, office symbol, DSN, FAX, e-mail address). Command
point of contact is (rank, name, office symbol, DSN, FAX, e-mail address).

Command CV (or XP) Signature
(NOTE: Cannot be delegated to a lower level)
Attachments: (NOTE: Include copies of the following)
1. A-76 Candidate Manpower Detail (Excel Spreadsheet)
2. A-76 Candidate Synopsis
cc:
HQ USAF Functional OPR
AFMIA/MICB
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Figure5.2. A-76 Candidate Manpower Detail (Excel Spreadsheet) (Unclassified Example).

FOR OFFICIAL USE ONLY
A-76 Candidate Manpower Detail
Cost Comparison (or Direct Conversion)

(Date)
COMMAND: FY OF PROJECTED
ANNOUNCEMENT:
INSTALLATION: FY OF PROJECTED COMPLETION:
STATE: DATE OF UMD:

CONGRESSIONAL DISTRICT:

T N
o o
o -
. .

.
L .

oD T APPROPRIATED FUND AUTHORIZATIONS

CODE| TITLE [AFSC|CODE| OSC |[MPCN|PID| PEC [OFF

.
?“i‘ .
R

4-Digit FAC Total=======> X

FUNC FAC FUNC D-H I-H NAF
FTEs

TOTAL| NON-US [NON-US|CMEs

Candidate Totals========> I XXX | XXX [XXX [XXXX

FOR OFFICIAL USE ONLY

INSTRUCTIONS: Commands will submit this as an attachment to their CA Review certification as an MS Excel
Spreadsheet (using either diskette or e-mail). Make column entries as follows:
All Manpower Detail Data Submitted Should Be Grouped by AF FAC and Sorted by AFSC

For Command, enter three-digit command code

For Installation, enter complete installation name

For State, enter two-digit state or country code

For Congressional District, enter numerical district code (see CAMIS Table #4)

For FY OF PROJECTED ANNOUNCEMENT, enter the last two digits of the FY in which the candidate is to be announced
For FY OF PROJECTED COMPLETION, enter the last two digits of the FY in which the candidate is to be completed
For DATE OF UMD, enter the data effective date

For AF FUNC CODE, enter the four-digit Air Force Functional Account Code

For AF FUNC TITLE, enter the Air Force Functional Account Code Title

For AFSC, enter the Air Force Specialty Code

For DoD FUNC CODE, enter the DoD Functional Code (see Attachment 2 of this Instruction)

For OSC, enter the Organization Structure Code

For MPCN, enter the UMD Manpower Control Number of each authorization

For PID, enter the UMD Personnel Identifier of each authorization

For PEC, enter the UMD Program Element Code of each authorization

For OFF, enter the number of authorized Appropriated Fund Air Force officers (totals only)

For ENL, enter the number of authorized Appropriated Fund Air Force enlisted (totals only)

For CIV, enter the number of authorized Appropriated Fund Air Force civilians (totals only)

For Total, enter the total number of authorized Appropriated Fund Air Force officers, enlisted, and civilians
For D-H NON-US, enter the number of authorized Direct-hire non-US citizens

For I-H NON-US, enter the number of authorized Indirect-hire non-US citizens

For CMEs, enter the number of Contract Manpower Equivalents

For NAF FTEs, enter the number of Nonappropriated Fund FTEs

51
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Figure5.3. A-76 Candidate Synopsis.
A-76 CANDIDATE SYNOPSIS

STANDARD COST COMPARISON (OR STREAMLINED COST COMPARISON OR CONTRACT
COST COMPARISON OR DIRECT CONVERSION)

BASE & FUNCTION(S)

The Commander of (command) isinitiating a standard cost comparison (or streamlined cost comparison
or contract cost comparison or direct conversion) of (Wing, Activity(s) at base, state) in accordance with
OMB Circular A-76. Itimpacts atotal of # DoD personnel (# officers, # enlisted, # APF civilians, and #
NAF FTEs). The cost comparison is expected to begin on (Date) and is projected to be completed by
(FYXX). The Congressional District is(x) and elected officials are Senator(s) XX, and Representative(s)
YY and ZZ. Congressional notification has not been made at this time.

(NOTE: Alsoinclude any political issuesthat may apply.)
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Figure5.4. Congressional Notification of Cost Comparison Announcement.

CONGRESSIONAL NOTIFICATION EXAMPL E--COST COMPARISON
ANNOUNCEMENT

SAF/LLP
1160 Air Force Pentagon
Washington, DC 20330-1160

(APPROPRIATE CONGRESSIONAL MEMBER/TITLE/ADDRESS)

Dear (Name)

This isto inform you that the Commander of (command) isinitiating a (multi-function or single func-
tion or multi-location) cost comparison of the [list CA(s)] function at (installation) Air Force Base,
(state). The cost comparison impacts (#) military, and (#) Appropriated Fund civilians and (#) Nonappro-
priated Fund civilians. Congressional notification is required when acost comparison impacts 51 or more
civilians. The estimated cost of performing this cost comparison is (dollar amount). The estimated com-
pletion date for this cost comparison is (month YYYY). Performance of this cost comparison is not the
result of a decision to impose predetermined constraints or limitations on Department of Defense (DoD)
employees in terms of man years, end strengths, full-time equivalent positions, or maximum number of
employees.

This cost comparison will be conducted in compliance with the procedures outlined in the Office of
Management and Budget Circular (OMBC) A-76, Performance of Commercial Activities. This Circular
reaffirms the Government’s policy to rely on the private sector for services. When in-house performance
of commercial activitiesis not required for national defense reasons, a cost comparison of relative costs
between in-house and contract performance will determine the most cost effective method of operation.

If the function is contracted, OMBC A-76 procedures require the contractor to offer adversely affected
civilian employees the Right of First Refusal for employment openings to positions (under the contract)
for which they are qualified. Since DaD is sensitive to the personal impact this action may have on civil-
ian employees, the DoD Program for Stability of Civilian Employment ensures every effort is made to
help adversely affected civilian employees who desire placement assistance. These employees areregis-
tered in the Defense-wide computerized Priority Placement Program. Registrants under this program
receive placement rights to vacancies within DoD (other Federal agencies are also solicited). When
adversely affected civilian employees must relocate to continue Federal employment, transportation and
moving expenses are paid by the Government.

Insert COCESS paragraph when applicable: This multi-function cost comparison includes a contrac-
tor -operated civil engineering supply store (COCESS). It has been determined that including COCESS
in this cost comparison will be in the best interest of the Air Force and American taxpayer. \We reviewed
this particular COCESS and determined it could be included in this multi-function cost comparison
because (insert summarized factsthat satisfy statutory criteria). We anticipate (X %) savings as aresult of
performing this multi-function cost comparison.
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We will be glad to provide any further information you may require concerning this action.

Sincerely,

XXXX XXXX, Colonel, USAF
Chief, Programs and Legislation Division
Office of Legidative Liaison
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Figure5.5. Request for Changesto Approved A-76 Initiative.
FORMAT FOR CHANGES TO HQ USAF APPROVED A-76 INITIATIVE

MEMORANDUM FOR HQ USAF/XP (or HQ USAF/XPM if from Command/XP)
FROM: (COMMAND)/CV (or Command/XP if so delegated)

SUBJECT: Standard Cost Comparison (or Streamlined Comparison or Contract Cost Comparison or
Direct Conversion) Change Request — Activity XX at Base YY (CAMIS Project Number )

1. The (command)/CC requests the following changes for subject initiative which are submitted for HQ
USAF approval. This submission represents a (command)/CC position which includes (installation)/CC
and command functional coordination and contains accurate manpower detail. Changes are reflected on
the Approved A-76 Candidate Manpower Detail (Excel spread sheet) at Attachment 1 (also e-mailed on
(date) to HQ USAF/XPMR).

2. Therationae for these changesis X XXXXX.
3. Our point of contact is (rank, name, office symbol, DSN, FAX, e-mail address).

CV (or XP) Signature
(Note: Cannot be delegated to a lower level)
Attachment:
A-76 Candidate Manpower Detail (Excel Spreadsheet)
cc:
HQ USAF Functional OPR
AFMIA/MIC
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Figure5.6. Request for Cancellation of Approved A-76 I nitiative.
FORMAT FOR CANCELLATION OF HQ USAF APPROVED A-76 INITIATIVE

MEMORANDUM FOR HQ USAF/XP (or HQ USAF/XPM if from Command/XP)
FROM: COMMAND/CV (or Command/XP if so delegated)

SUBJECT: Standard Cost Comparison (or Streamlined Cost Comparison or Contract Cost Compar -
ison or Direct Conversion) Cancellation Request — Activity XX at Base YY (CAMIS Project

Number )

1. The (command)/CC requests cancellation of subject initiative which is submitted for HQ USAF
approval. Thissubmission represents a (command)/CC position which includes (wing)/CC and com-
mand functional coordination.

2. Therationale for cancellation is X XX X.

3. Our point of contact is (rank, name, office symbol, DSN, FAX, e-mail address).

Command CV or XP Signature

(Note: Cannot be delegated to a lower level)
cc:
HQ USAF Functional OPR
AFMIA/MIC
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Figure5.7. Public Affairs Announcement of Cost Comparison or Direct Conversion Initial
Announcement.

PUBLIC AFFAIRSANNOUNCEMENT
COST COMPARISON (OR DIRECT CONVERSION) INITIAL ANNOUNCEMENT
XXXX BASE XXXX FUNCTION(S)
(EXAMPLE: BLYTHEVILLE AFB GROUNDS MAINTENANCE)

The (insert wing designation) Commander, (insert rank and name), of (insert command) has announced a
cost comparison (or direct conversion) of (insert function(s)). It impactsatotal of (insert number) DoD
personnel (# officers, # enlisted, # civilians, and # NAF civilians). The cost comparison (or direct conver-
sion) was announced on (insert HQ USAF approval date) and is projected to be completed by (insert
month and fiscal year). (Note: For contract cost comparisons, it is recommended that a public announce-
ment be made to inform the incumbent contractors, local community, etc.)

This cost comparison (or direct conversion) will be conducted in compliance with the Air Force policies
in AFl 38-203 that implements the Office of Management and Budget (OMBC) A-76, Performance of
Commercial Activities. This Circular reaffirms the Government’s policy to rely on the private sector for
products and services. When in-house performance of commercial activitiesis not required for national
defense reasons and contracting is cost effective, conversion to contract performance isin the best interest
of the American taxpayer.

(For cost comparisons, also include this paragraph) When a competition between in-house and contract
performance determines contracting is more cost effective, OMBC A-76 and Federal Acquisition Regula-
tion require the contractor to offer adversely affected civilian employees the Right of First Refusal for
employment openings to positions (under the contract) for which they are qualified. Since DoD is sensi-
tive to the personal impact this action may have on civilian employees, the DoD Program for Stability of
Civilian Employment ensures every effort is made to help adversely affected civilian employees who
desire placement assistance. These employees are registered in the Defense-wide computerized Priority
Placement Program. Registrants under this program receive placement rights to vacancies within DoD
(other Federal agencies are also solicited). When adversely affected civilian employees must relocate to
continue Federal employment, transportation and moving expenses are paid by the Government.
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Chapter 6

STANDARD COST COMPARISON

6.1. Fourth Step in Commercial Activities Program . This chapter describes the overall standard cost
comparison process. It provides the policy and policy implementation for congressional notification of
cost comparison contract decisions, cancellation of cost comparisons, and the maintenance of records
associated with cost comparisons using the CAMIS. (See Chapter 13 of this Instruction for Streamlined
Cost Comparisons, and Chapter 14 of this Instruction for Direct Conversions.)

6.2. Palicy.

6.2.1. Conversions. All conversions from or to in-house, contract, or ISSA performance must be cost
effective asrequired by statute (i.e., 10 USC 2461 and 10 USC 2462) except those determined military
essential in accordance with Chapter 15 of this Instruction.

6.2.1.1. The cost effectiveness of a conversion from in-house to contract (or contract to in-house)
is determined by comparing the cost of in-house to contract/| SSA performance.

6.2.1.2. The cost comparison is performed in accordance with Chapter 12 of this Instruction.
When an activity meets certain criteria, a streamlined cost comparison can be performed in accor-
dance with Chapter 13 of this Instruction, or a direct conversion can be performed in accordance
with Chapter 14 of this Instruction. A standard cost comparison can be performed on any CA;
however, a streamlined cost comparison or direct conversion must meet specific prerequisite
requirements.

6.2.1.3. CAs Performed in Non-US States, Territories and Possessions. The requirements of
Chapter 12 of thisInstruction are mandatory for al activities with more than 10 civilian employ-
ees (refer to paragraph 1.3.3. of this Instruction). Given required thresholds, the cost effectiveness
of converting in-house activities with 10 or less civilian employees, regardless of the number of
direct-hire non-US citizen employees, indirect-hire non-US citizen employees, NAF and/or mili-
tary employees, may be demonstrated by using either standard cost comparison, streamlined cost
comparison or direct conversion procedures.

6.2.2. Cost Comparisons. All cost comparisons must be:

6.2.2.1. Approved by HQ USAF/XPM before making public announcement to directly affected
employees and their representatives or any directly affected military, issuing a press release or
beginning the cost comparison process.

6.2.2.2. Completed within the statutory time limits of 24 months for single-function cost compar-
isons and 48 months for multi-function cost comparisons.

6.2.2.3. Staffed with an al-civilian work force unless otherwise approved. The decision to cost
compare an activity represents a management decision that the work is not military essentia;
therefore, CAs retained in-house as a result of a cost comparison will be operated with civilian
employees unless awaiver permits the use of military (Chapter 11 of this Instruction).

6.2.3. Guard and Reserve. Guard and Reserve units may not compete (i.e., submit an additional gov-
ernment offer) for work being cost compared elsewhere in the Federal Government including active
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AF activities. They do, however, have to comply with thisInstruction for Guard and Reserve activities
being competed (i.e., submit a government offer for their workload that is being competed).

6.2.4. Commercial Activities Management Information System (CAMIS). Commands and installa-
tions are required to provide quarterly updates of cost comparisons and direct conversions using
CAMIS in compliance with Executive Order 12615, OMBC A-76, and DoDI 4100.33. CAMISis
reported to DoD viaRCS: DD-A& T(Q)1542.

6.2.4.1. CAMIS s used to maintain an accurate record of CAsthat are being cost compared or
directly converted to contract, to track the execution of a command’s Competitive Sourcing Pro-
gram, and to maintain historical records of cost comparisons and direct conversions conducted
since 1979.

6.2.4.2. The quarterly CAMIS report is developed and submitted in accordance with the instruc-
tionsin Attachment 6.

6.2.4.3. CAMISisused by the AF and DaD to track the execution of A-76 initiatives and for
management of AF and DoD CA Programs.

6.2.4.4. CAMIS is also used by various Governmental agencies, including HQ USAF, DoD,
OMB, and GAO to:

6.2.4.4.1. Track and analyze the status of in-progress and completed initiatives and their asso-
ciated savings.

6.2.4.4.2. Respond to congressional, Governmental, public and various other inquiries and
satisfy many reporting requirements to ensure compliance with OMB, DoD, and AF poalicy.

6.2.4.4.3. Perform quantitative analyses of cost comparisonsin order to assist management in
making informed decisions on manpower utilization policies.

6.2.4.4.4. Determine an AF baseline in comparison to other Services and DoD Components
by DoD or other Federal agencies and OMB, Defense Science Board, General Accounting
Office (GAO), DoD(IG), AFAA, HQ USAF, and various defense contractors working for DoD
or AF.

6.2.4.4.5. Make a quarterly announcement in the Federal Register of al In-progress AF initi-
atives to ensure maximum private sector competition. This announcement will include the ini-
tiative title, type, location, announcement date, authorizations, projected solicitation and
completion dates.

6.2.4.5. CAMIS information will be made available to the public upon request under the provi-
sions of the Freedom of Information Act.

6.2.5. Commander Responsibilities. Commanders are responsible for:
6.2.5.1. Successful and timely completion of cost comparisons within their command.

6.2.5.2. Ensuring the cost comparison processis not used to increase resources, resolve command
resource shortfalls, or increase the level of service beyond the minimum needs of the AF.

6.2.5.3. Making every reasonable effort to assist adversely affected civilian employees.

6.2.5.4. Ensuring no final Reduction-in-Force (RIF) separation action will be taken until the final
cost comparison decision is announced. Cost comparison milestones must be established to pro-
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vide sufficient lead-time to issue RIF notices in a manner that ensures atimely transition for con-
tract start.

6.2.5.5. Ensuring timely and accurate submission of the quarterly CAMISreport (Attachment 6).

6.2.5.6. Ensuring resources are available to implement the MEO or fund the contract. When
resources are allocated by HQ USAF to fund a contract or for authorizations for contract adminis-
tration or to staff an MEO, the resources are allocated to the command. The command should then
reall ocate the programmed resources to the appropriate installation.

6.2.6. Freedom of Information Act Considerations.

6.2.6.1. Datarelativeto the cost comparison (excluding CAMIS and UMD information) must be
safeguarded to protect the integrity of the cost comparison process and is not releasable under the
Freedom of Information Act until after the cost comparison has been completed.

6.2.6.2. Releasing the UMD. For standard cost comparisons, the UMD is releasable under FOIA
unless classified.

6.2.6.3. Releasing the Management Plan. The Management Plan is releasable after completion of
the cost comparison with the exception of the Technical Performance Plan (TPP) (when applica-
ble). If the TPP will be the basis for future competitions, it may be withheld.

6.2.7. Right of First Refusal. Right of first refusal applies to adversely affected civilian employees,
including U.S direct-hire civilian personnel of the Department of Defense paid from appropriated
funds and serving on permanent appointments, non-appropriated fund employees, direct-hire non-US
citizen employees, and indirect-hire non-US citizen employees. See paragraph 10.10. of this Instruc-
tion and an extract of FAR Part 52.207-3 at Figure 10.2. of this Instruction. Right of first Refusal does
not apply to conversions to aNIB/NISH/JWOD provider.

6.3. Cost Comparison Process.

6.3.1. The cost comparison process involves the application of processes directed by OMB Circular
A-76 and its Supplemental Handbook and the FAR. An overview of the standard cost comparison pro-
cessisprovided at Figure 6.2.

6.3.1.1. OMB Circular A-76 Cost Comparison Process Summarized. This Instruction outlines the
A-76 cost comparison process as implemented in the AF. The A-76 process involves obtaining
HQ USAF/XPM approval for conducting a cost comparison (Chapter 5); notifying Congress of
the intent to cost compare activities with more than 50 civilian employees (Chapter 5); making a
public announcement of the cost comparison to directly affected civilian employees and their rep-
resentatives, directly affected military, the local community (Chapter 5), and in the Federa Reg-
ister (Chapter 6); establishing a CSMSG to manage the cost comparison process (Chapter 8);
developing a Management Plan (Chapter 11) to include an MEO, QASP, Transition Plan, TPP
(when applicable) and Government Cost Estimate (Chapter 12); independently reviewing the
Management Plan (Chapter 16); comparing Government and contract/ISSA performance costs
(Chapter 17), processing administrative appeals, if any (Chapter 18); notifying Congress of
decisionsto convert an in-house activity to contract (Chapter 6 and Chapter 17); and conducting
Post-MEO Reviews (Chapter 20). An overview of this process is provided in the flow chart at
Figure 6.1.; however, it isnot al inclusive of the requirements of this Instruction.
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6.3.1.2. FAR Process. The FAR process involves developing a PWS, developing an acquisition
strategy, publishing synopses of the cost comparison in the Commerce Business Daily, obtaining
Department of Labor wage rates, issuing asolicitation, eval uating proposals, negotiating with con-
tract offerors, source selection, contract award, addressing protests (if any), and contract adminis-
tration. Policies and procedures for use in acquisitions subject to OMB Circular A-76 and its
Supplemental Handbook are outlined in FAR Subpart 7.3, as supplemented.

6.3.2. Specific details regarding the cost comparison process are covered in this chapter and subse-
guent chapters.

6.4. Selected Cost Comparison Steps. This paragraph addresses policy implementation not addressed
elsewhere in this Instruction.

6.4.1. Time Limits For CA Initiatives. The amount of time required to conduct a CA initiative (i.e.,
standard cost comparison, streamlined cost comparison, or direct conversion) is determined by specif-
ically defined start and end dates.

6.4.1.1. Start Date. The start date for a cost comparison is the date of the HQ USAF/XPM memo-
randum approving the cost comparison (Chapter 5 of this Instruction.).

6.4.1.2. End Date. For standard cost comparisons and streamlined cost comparisons, thisis the
date the actual comparison of costs between in-house and contract/| SSA performance is con-
ducted. (Note: For direct conversions, the end date is the date the contractor’s bid is opened or pro-
posal selected.)

6.4.1.3. OMB and Congress have established time limits for completing single-function cost
comparisons and multi-function cost comparisons. A multi-function cost comparison may be
either a cost comparison of many functions performed at a single location, a multi-location cost
comparison of a single function, or a multi-function cost comparison at multiple locations. Time
limits criteria follow:

6.4.1.3.1. OMB Time Limits. OMB time limits only apply to standard and streamlined cost
comparisons.

6.4.1.3.1.1. OMB established desirable time limits for completing cost comparisons.
These are 18-months for single-function cost comparisons and 36-months for multi-func-
tion cost comparisons. If possible, milestones should be established to meet these time lim-
its. Cost comparisons expected to exceed these time limits will not be canceled. CA
initiatives must be canceled for timeliness only when they exceed the statutory time limits
(see paragraph 6.4.1.3.2. of this Instruction).

6.4.1.3.1.2. Commands will indicate in the OMB Time Limits Exceeded Comments (DE
33d) of the CAMI S database (Attachment 6) the problems encountered that prevented the
timely completion of the cost comparison. This description will include actions taken to
aleviate the problem and the current completion status of the initiative. (Note: For report-
ing purposes the CAMIS requirements of this paragraph also apply to direct conversions.)

6.4.1.3.2. Statutory Time Limits. Statutory time limits apply to standard cost comparisons,
streamlined cost comparisons, and direct conversions.

6.4.1.3.2.1. Theannual DoD Appropriations Act states that appropriated funds may not be
used for cost comparisons that exceed two years for single- function initiatives and four
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years for multi-function cost comparisons. When commands change the type of initiative
from multi-function cost comparisons to single-function cost comparisons (or direct con-
versions), milestones shall be changed to reflect the two years required by law for comple-
tion. (Note: These statutory time limits also apply to direct conversions.)

6.4.1.3.2.2. Statutory time limits cannot be waived.

6.4.1.3.2.3. All participantsin a CSMSG must be aware of these congressionally man-
dated time limits to ensure maximum emphasis is placed on timely completion of the cost
comparison.

6.4.2. Cancellation of CA initiatives.

6.4.2.1. HQ USAF/XPM approval is required for cancellation of standard cost comparisons,
streamlined cost comparisons and direct conversions regardless of the reason. Notification is
required in accordance with Chapter 5 of this Instruction.

6.4.2.2. When CA initiatives are canceled and later reannounced, any documentation still consid-
ered current can be reused to assist in completing either the cost comparison or direct conversion.

6.4.2.3. Cancellation actions for CA initiatives are outlined in Figure 6.1.

6.5. Reporting Procedures.

6.5.1. Reporting Final Decisions. An RCS: HAF-XPM(AR) 8001 memorandum (Attachment 4) is
submitted following the steps outlined in Chapter 17 of this Instruction.

6.5.2. Statutory Reporting Procedures. HQ USAF is required to make congressional notification of
cost comparison decisions resulting in conversions from in-house to contract for activities with 11 or
more Appropriated Fund civilian employees.

6.5.3. Documentation on actual performance (in-house, ISSA, or contract) costs is required for five
years (by law) and is reported in the CAMI S reporting system (see Attachment 6) and maintained at
the installation where the cost comparison was performed. Cost comparison documentation files must
be maintained for ten years at the install ation where the cost comparison was performed in accordance
with 10 USC 2461.

6.5.4. Update the AF IGCA Inventory in MDS according to Chapter 3 of this Instruction. If the cost
comparison results in an in-house decision, MEO manpower authorizations are coded in the UMD
with an RSC of either M or S (per Chapter 3) and an MES Code of "S". If the cost comparison results
in a contract decision, MEO manpower authorizations are reflected as CMEs.
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Figure 6.1. Cancellation of Cost Comparison or Direct Conversion.

Reason for Cancellation

Action Office

Actions Required

Initiative Contracting Cancel solicitation
Will or Has Exceeded | Functional OPR | Notify directly affected civilian employees and their representatives and
Statutory Time Limits & Civilian | any directly affected military
Personnel Flight
Installation 1. Notify command XPM for submission to HQ USAF/XPMR for
Manpower & | approval
Organization 2. Cancel CAMIS record upon HQ USAF/XPMR approval
Office 3. Update the AF IGCA Inventory upon HQ USAF/XPMR approval
4. Renominate activity for competition within one year
For initiatives that cannot be reannounced within one year, submit
justification for the delay and a projected reannouncement date to the
command X PM
Command XPM | 1. Notify HQ USAF/XPM in accordance with Chapter 5 of this
Instruction and state when renomination of the activity will occur
2. Notify installation manpower and organization office when approval
from HQ USAF/XPMR isreceived
3. Renominate activity for competition within one year
For initiatives that cannot be reannounced within one year, submit
supporting rationale for the delay and a projected reannouncement date to
HQ USAF/XPM
HQ USAF/XPM | 1. Approve cancellation with functional concurrence
2. Determine if manpower reductions will be imposed based on
justification provided
3. Notify command/XPM of decisionsinitems 1 and 2 above
Initiative Is  Beng | Instalation 1. Forward request to command/XPM for submission to HQ USAF/
Canceled for Reasons | Manpower & | XPMR for approval
Other Than Statutory | Organization 2. Cancel CAMIS record upon HQ USAF/XPMR approval
Time Limits Office 3. Update the AF IGCA Inventory upon HQ USAF/XPMR approval
Command XPM | 1. Submit written request with rationale for approva to HQ USAF/XPM
in accordance with Chapter 5 of this Instruction.
2. If approved, initiate same sequence of actions required for
cancellations related to statutory time limits. However, renomination of
the initiative at a later date will be per HQ USAF/XPM and command
agreement
HQ USAF/XPM | 1. Approve/disapprove cancellation with functional concurrence

2. Advise command of decision
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Figure 6.2. Overview of Sandard Cost Comparison Process.

g COMMAND NOMINATES ACTIVITY(S) FOR COST COMPARISON g

| HQ USAF/XPM APPROVAL |

HQ USAF NOTIFIES CONGRESS
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;
.
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: RECEIVE OFFERS | I
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Chapter 7
INTERSERVICE SUPPORT AGREEMENTS

7.1. General. This chapter provides AF policy and policy implementation for obtaining CAs from other
Federal Agencies that are not DoD components, e.g., Veterans Administration, Federal Aviation Admin-
istration, General Services Administration, Department of Transportation, Department of Energy, etc. AF
may enter into intra-service agreements with other DoD components or NAF Instrumentalities (see 10
USC 2482a) without conducting a cost comparison.

7.2. Palicy.

7.2.1. Referencesto ISSAsin this Instruction refer to agreements with or offers from non-DoD Fed-
eral agencies, state Governments, or local Governments.

7.2.2. 1SSAs for inherently Governmental activities do not require cost comparisons at any time but
the ISSA must stipulate that performance must be by Government employees.

7.2.3. AF will not retain, create, or expand capacity for the purpose of providing new or expanded
levels of interservice support services for non-DoD Federal Agencies, unless justified by a cost com-
parison.

7.2.4. Under no condition, will the AF cancel or delay bid opening or contract award in order to
receive an |SSA offer.

7.2.5. Cost comparison announcements published in The Commerce Business Daily and Federal
Register will entertain ISSA offers aswell as private sector offers.

7.3. Policy Implementation.
7.3.1. Specia Considerations For |SSA OffersIn Cost Comparisons.

7.3.1.1. ISSA offers submitted in cost comparisons are subject to an independent review. Prior to
bid opening, the AF independent review official (IRO) will review the in-house and ISSA bids for
compliance with the requirements of this Instruction and the independent review instructionsin
AFI 65-504, Independent Review of Commercial Activity Cost Comparisons.

7.3.1.2. The Source Selection Authority (SSA) evaluates the | SSA offer and contract offers to
identify which offer represents the best overall value to the Government. The selected offer (i.e.,
ISSA or contract) then competes with the in-house offer.

7.3.1.3. AF may accept or reject the ISSA proposal as technically qualified or unqualified as
appropriate. A rejection of the ISSA offer astechnically unqualified is not appealable. Prospective
ISSA offers that are technically acceptable will compete with the private sector offers first to
determineif the ISSA offer will compete with the in-house offer.

7.3.1.4. ThelSSA offeror may appeal acost comparison decision in accordance with Chapter 18
of this Instruction.

7.3.2. Other ISSA Considerations.
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7.3.2.1. A Federal Agency(s) may also request the AF conduct a cost comparison on an activity
for which the Federal Agency will submit an offer. The commander makes this determination and
responds to the requester.

7.3.2.2. If the AF is currently obtaining a service from another Federal Agency (non-DoD), the
AF may, with proper notification, terminate that relationship and convert directly to contract per-
formance without a cost comparison.

7.3.2.3. If aFederal Agency is currently obtaining a service from the AF, the Federal Agency
may, with proper notification, terminate that relationship and convert directly to contract perfor-
mance without a cost comparison.

7.3.2.4. The use of excess capacity from other Federal Agenciesis covered by the Federa Prop-
erty and Administrative Services Act of 1949, and the Economy Act of 1932 (31 USC 1535).
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Chapter 8

COMPETITIVE SOURCING MANAGEMENT STEERING GROUP

8.1. General. Thischapter providesthe policy and policy implementation for competitive sourcing man-
agement steering groups (CSM SG) and outlinestheir responsibilities. The decision to conduct a cost com-
parison for determining relative costs between in-house and contractor or ISSA performance has an
impact on the responsibilities of many staff and functiona offices. As a minimum, the CSMSG consists
of representatives from the servicing manpower and organization office, servicing civilian personnel
flight, servicing military personnel flight, contracting, financial management office, staff judge advocate,
civil engineering, public affairs, and the functiona offices of primary responsibility (OPRS). The mem-
bers and advisors of CSM SGs provide data and guidance relative to their areas of expertise. Steering
Group members should respond to technical requests related to their area of expertise, and identify any
aspects of the cost comparison process that have an impact on the successful completion of the competi-
tion.

8.2. Palicy.

8.2.1. A CSMSG will be appointed by the commander. If performed at the installation level, a
CSMSG will be appointed at the installation and command level. Commands that do not own installa-
tions or do not have the capability to establish installation CSM SGs will, as a minimum, establish a
CSMSG at the command level.

8.2.2. CSMSGs make decisions on behalf of management and are responsible to commanders for
successful and timely completion of the cost comparison process.

8.2.3. To ensure fairness and objectivity in the cost comparison process, it is essential for command-
ersand CSM SG members to remain unbiased and non-judgmental regarding the cost comparison pro-
cedures or potential outcomes during a cost comparison.

8.2.4. Any requests from CSM SGs must be responded to in atimely manner.

8.3. Commander Responsibilities. The term command can apply to the MAJCOM/FOA/DRU com-
mander as well as the installation commander depending on where or how the cost comparison processis
being performed. Although not a member of the CSM SG, commanders have the following responsibilities
in the cost comparison process.

8.3.1. Making public announcements of the initial announcement and final decision for the cost com-
parison or appointing a designated official to make the public announcement.

8.3.2. Appointing members to the CSM SG in writing and designating the chairperson. A manpower
and organization officer istypically appointed chairperson; however, the commander has the option to
appoint anyone deemed appropriate. In these cases, the manpower and organization officer functions
as the primary advisor to the chairperson.

8.3.3. Ensuring the MEO reflects a competitive in-house organization that meets the requirements of
the PWS without any preconceived outcomes.

8.3.4. Ensuring directly affected employees and their representatives are briefed on the cost compar-
ison process and their participation in the cost comparison process is consistent with this Instruction.
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8.3.5. Ensuring successful and timely completion of the cost comparison process.

8.3.6. Notifying HQ USAF/XPMR via the command, in writing, when projected milestones will
cause the cost comparison process to exceed the statutory requirement of 24 months for single-func-
tion or 48 months for multi-function cost comparisons (Chapter 6 of this Instruction).

8.3.7. Ensuring the resources (facilities, equipment, and manpower) specified in the MEO will be
available to the in-house operation.

8.4. Responsbilitiesof the Installation Competitive Sourcing Management Steering Group. Mem-
bers are responsible for making management decisions as well as establishing and meeting milestone
dates for timely and successful completion of the cost comparison process. Attachment 5 provides an
example of amilestone chart. Specific member responsibilities are outlined below (thislist isnot intended
to be al inclusive, but rather it reflects the major responsibilities normally assigned):

8.4.1. Servicing Manpower and Organization Office. Asa minimum, the manpower officer will:

8.4.1.1. Chair the CSMSG, advise and remind members of assigned responsibilities, and monitor
compliance with milestones. At the first CSMSG meeting, brief the CSMSG members on the
importance of integrity and objectivity when conducting the cost comparison process. This
requirement isto be constantly reinforced, particularly for new or replacement members attending
subsequent CSM SG meetings. If the commander appoints someone other than a manpower and
organization officer to chair the CSMSG, the manpower and organization officer is the primary
advisor to the chairperson.

8.4.1.2. Ensure the commander, CSMSG members and advisors, as well as al directly affected
civilian personnel (and their representatives), are briefed on the A-76 process, the basic stepsin
the cost comparison process, why the cost comparison process is being performed, and the pro-
jected milestone dates.

8.4.1.3. Provide members of the CSMSG with copies of this Instruction upon appointment and
discuss their responsibilities at one of the initial CSM SG meetings to ensure everyone has a clear
understanding of each of their responsibilities (as well as the responsibilities of the other mem-
bers) in the cost comparison process and the importance of meeting milestones, interfacing with
the CSM SG, and compliance with this Instruction.

8.4.1.4. Ensure the commander is kept informed on the progress of the cost comparison process
on a monthly basis (at a minimum). This information should include bottlenecks, controversies,
milestone updates, etc. For cost comparisons that may exceed the OMB or statutory time limits, it
is essential that the commander be apprised early of any reasons why and provided solutionsin
order to make every effort to complete the cost comparison process within the time limits.

8.4.1.5. Emphasize that all information and cost data in the Management Plan will be properly
safeguarded. This procedure is necessary to preserve the integrity of the cost comparison process.
The contracting officer will be notified of all information requested about a function being cost
compared.

8.4.1.6. Assist the commander and public affairs office in making public announcements.

8.4.1.7. Ensure authorizations being cost compared are coded with an "R" in the military essenti-
ality code (MES) column inthe MDS. Thisfreezes all manpower authorizationsin the work center
being cost compared from any arbitrary reductions until the cost comparison process has been
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completed. Specifically, once R-coded commands may not ater the authorization, e.g., AFSC,
grade, OSC, etc. It is also essential to ensure the military and civilian personnel flights are to be
informed that these positions have been R-coded and why. Military and civilian personnel issues
are addressed below under servicing civilian personnel flight and servicing military personnel
flight responsibilities.

8.4.1.8. Establish and maintain a CAMIS record of the cost comparison process reflecting accu-
rate reporting requirements (see Attachment 6).

8.4.1.9. Establish procedure (before the initiative is announced) to properly capture the costs
associated with performing the cost comparison process or direct conversion process. This report-
ing is required on a quarterly basis in accordance with CAMIS instructions (Attachment 6). It is
essential to properly capture total staff hours expended (CAMI S data element 61) and the costs of
conducting the cost comparison process or direct conversion process (CAMIS data element 62)
that is in-progress or completed. Brief steering group members and other installation personnel
participating in the cost comparison process or direct conversion process of their responsibilities
for maintaining arecord of their own expenditures and ensuring they are provided to the servicing
manpower and organization officein atimely manner.

8.4.1.10. Notify the financial management office of the requirement for an independent review
and the estimated date the review will be required.

8.4.1.11. Assigt the functional OPR in preparing the purchase request (AF Form 9, Request for
Purchase).

8.4.1.12. Monitor progress of the cost comparison process and notify the command if the cost
comparison is projected to exceed the time limits using the procedures in Chapter 6 of this
Instruction.

8.4.1.13. Assist the functional OPR and servicing civilian personnel flight with interfacing with
adversely affected employees impacted by the cost comparison process.

8.4.1.13.1. Ensurethe functional OPR and servicing civilian personnel flight are aware of the
status of the cost comparison process to ensure monthly updates are provided to the directly
affected civilian employees and their representatives as well as any directly affected military.

8.4.1.13.2. Coordinate on any official correspondence being sent to employee representatives
regarding the cost comparison process.

8.4.1.14. Participate in the Business Requirements Advisory Group (BRAG) to develop the
acquisition strategy, PWS, and QASP, as well as to ensure the installation manpower and organi-
zation office isincluded on the bidders mailing list to receive any amendments to a solicitation.

8.4.1.15. Attend prebid or preproposal conference(s) to answer questions about cost comparison
process policy and methodology to be followed in the cost comparison process and to receive writ-
ten copies of all contractor questions and Government answers.

8.4.1.16. Develop the Management Plan with the assistance of the functional OPR and the servic-
ing civilian personnel flight.

8.4.1.17. Assist the functional OPR in the development of the TPP (if required).
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8.4.1.18. Prescribe guidance to functional personnel for input to the cost comparison process and
the detail and format required for the related backup material.

8.4.1.19. Develop the Government Cost Estimate with the assistance of appropriate CSMSG rep-
resentatives using COMPARE. Ensure individualsinvolved in the process of eval uating contractor
offers or in the selection of a successful contract/ISSA offer do not participate in this process.

8.4.1.20. Ensure al cost comparison process documentation (i.e., Management Plan to include
the MEO, QA SP, TPP (when applicable) Government Cost Estimate, Transition Plan, and all other
associated data) are properly safeguarded to prevent compromise and to preserve the integrity of
the cost comparison process.

8.4.1.21. Request an independent review of the Government Cost Estimate and all associated
documentation from the financial management office and establish a date, in accordance with
paragraph 16.3.2. of this Instruction, when the independent review must be completed and
returned to the servicing manpower and organization office. Documentation provided for the inde-
pendent review includes all applicable documentation, such as the complete solicitation package
(PWS and amendments), the Management Plan (for standard cost comparisons), TPP (when
appropriate), Government Cost Estimate, supporting documentation, etc.

8.4.1.22. Review all subsequent amendments to the solicitation and make any necessary changes
to the Management Plan and, when appropriate, assist the functional OPR in making any neces-
sary changes to the TPP. These as well as other required changes to the initial Government Cost
Estimate are processed in accordance with Chapter 12 of this Instruction.

8.4.1.23. Provide the signed, independently reviewed Government Cost Estimate and all backup
documentation, as outlined in Chapter 16 of this Instruction, to the contracting officer in asealed
and dated envelope prior to the date and time when contract/| SSA offers will be received (see
paragraph 17.5. of this Instruction).

8.4.1.24. Complete the COMPARE Cost Comparison Form (CCF) upon obtaining results from
contracting officer of low bidder for Sealed Bid acquisition or successful offeror for Negotiated
acquisition.

8.4.1.25. Obtain independent review of completed COMPARE CCF.

8.4.1.26. Provide the completed COMPARE CCF and all supporting documentation to the con-
tracting officer.

8.4.1.27. May attend bid opening for Sealed Bid acquisitions but may not attend final source
selection briefing for Negotiated acquisitions unless invited by the SSA.

8.4.1.28. Notify the functional OPR and servicing civilian personnel flight of the tentative cost
comparison decision (i.e., at the time of the bid opening or at the time of public disclosure for
Negotiated acquisitions) as soon as possible to provide the functional OPR and servicing civilian
personnel flight with sufficient time to process the necessary personnel actions (e.g., formally
advise affected employees or their representatives of the results, RIF actions, right of first refusal
actions, etc.).

8.4.1.29. Ensurethe AAP is performed in accordance with Chapter 18 of this Instruction.

8.4.1.30. Comply with the notification requirements in Chapter 6 and Chapter 17 of this
Instruction.
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8.4.1.31. Notify servicing civilian personnel flight when afinal cost comparison decision is deter-
mined.

8.4.1.32. Finalize the CAMIS reporting requirements (Attachment 6).

8.4.1.33. Update the AF IGCA Inventory in MDS according to Chapter 3 of this Instruction
when afinal cost comparison decision is determined. If the function remains in-house, MEO man-
power authorizations are coded in the UMD with an RSC code of M or S (per Chapter 3 of this
Instruction) and with an MES Code of "S". If the function is contracted, MEO manpower authori-
zations are reflected as CMEs.

8.4.1.34. Maintain complete files of the latest cost comparison according to AFI 37-138, Records
Disposition—Procedures and Responsibilities. It is a statutory requirement to maintain cost com-
parison records for ten years at the installation where the cost comparison was performed.

8.4.1.35. Monitor implementation of the Transition Plan.

8.4.1.36. Maintain oversight of MEOSs to ensure tasks outlined in the PWS are performed within
resources allocated by HQ USAF/XPM as estimated in the cost comparison (Chapter 19 of this
Instruction). Mission and/or workload adjustments require prior modification to the PWS and,
when appropriate, an update to the MDS.

8.4.1.37. Participate in the BRAG to obtain actual contract price at the end of each performance
period for reporting in CAMIS (Attachment 6). Maintaining this cost data is a statutory require-
ment. The BRAG can also provide information regarding contract modifications for essentiality
and the impact the additional contract price may have on the command and AF budget. Mission or
workload adjustments that require modification to the PWS and, when appropriate, update to the
MDS, e.g., CME data.

8.4.2. Functional OPR. The OPR, as a minimum, must;

8.4.2.1. Ensure cost comparison process milestones are achieved. If not, rationale will be pro-
vided to the CSM SG Chairperson for use in the monthly updates provided to the commander.

8.4.2.2. Develop PWS and QASP in accordance with the FAR, as supplemented, and a TPP
(when required) with the assistance of the contracting office and the servicing manpower and
organization office. Ensure the PWS does not include requirements that would increase an offer
(including MEO costs) beyond the current available funding.

8.4.2.3. Not use the cost comparison process to increase resources, increase the level of service
beyond the minimum needs of the AF, or resolve functional resource shortfalls.

8.4.2.4. Work with the CSM SG to determine, based on the results of a cost-benefit analysis con-
ducted by financia management, whether to furnish existing Government facilities and/or equip-
ment to the contractor. Normally, the contractor/ISSA offeror will be expected to provide the
supplies and materials necessary to perform the work described in the PWS. The policy regarding
contractor or ISSA use of Government provided supplies and materials is contained in FAR Part
51.101, as supplemented.

8.4.2.5. Assist the servicing manpower and organization office in devel oping the Management
Plan. Review and validate the MEO to ensure costs do not exceed the current available operating
cost.
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8.4.2.5.1. Develop position descriptions, as necessary, for positions in the MEO, for classifi-
cation by the servicing civilian personnel flight, development of MEO personnel costs, and for
ensuring skills are specifically defined to ensure the required work force will be hired to fill
the positions if in-house performance is determined.

8.4.2.5.2. Obtain waiversto AF directives, as required, when developing the MEO.

8.4.2.6. Provide written supporting data (e.g., costs) as needed by the servicing manpower and
organization office.

8.4.2.7. Prepare and submit AF Form 813, Request for Environmental Impact Analysis, on the
proposed conversion to contract according to AFlI 32-7061, The Environmental Impact Analysis
Process.

8.4.2.8. Prepare and coordinate the purchase request (AF Form 9, Request for Purchase) with the
servicing manpower and organization office and submit it to the servicing contracting office.

8.4.2.8.1. If the contracting office determines the Service Contract Act applies and wage
determinations are required, the number of pre-MEOQO positions by labor category and their
Federal civil service salary/wage grade hourly rate equivalents are jointly developed with con-
tracting and the servicing civilian personnel flight and submitted to the contracting office.

8.4.2.8.2. This provides the contracting office with the required information to complete and
submit the Standard Form (SF) 98, Notice of Intention to Make a Service Contract and
Response to Notice, to the Department of Labor.

8.4.2.9. Assist the contracting office in development of an acquisition strategy plan.

8.4.2.10. Ensure contractor pre-proposal site visits are conducted in a cordial and professional
manne.

8.4.2.11. Develop Transtion Plansto include milestones for converting an in-house work force to
an MEO or contract performance with the assistance of the servicing manpower and organization
office, servicing civilian personnel flight, and contracting office.

8.4.2.12. Ensure implementation of the Transition Plan.
8.4.2.13. Maintain the integrity of a cost comparison process upon completion of the initiative.

8.4.2.13.1. For contract decisions, the functional OPR ensures the contractor is performing
under the requirements of the contract.

8.4.2.13.2. For in-house decisions, the functional OPR is responsible for meeting the require-
ments of the PWS within the resources established by the cost comparison process, alowing
only for PWS modifications.

8.4.2.14. Interface with directly affected civilian employees and their representatives as well as
any directly affected military during the cost comparison process. With the assistance of the mem-
bers of the servicing manpower and organization office and servicing civilian personnel flight,
ensure the following actions are taken:

8.4.2.14.1. Ensure servicing civilian personnel flight and servicing manpower and organiza-
tion office coordinate on any official correspondence being sent to employee representatives
regarding the cost comparison process.
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8.4.2.14.2. Comply with labor relations obligations under 5 USC, Chapter 71, and ensure any
applicable collective bargaining agreements or partnership responsibilities are met.

8.4.2.14.3. Notify directly affected civilian employees and their union representatives as well
as directly affected military of the cost comparison (to include functions or organizations
involved, estimated numbers and types of employees affected, cost comparison process policy
and methodology to be followed, and timing of maor events) as part the public announce-
ment.

8.4.2.14.4. Ensure directly affected civilian employees are provided a copy of the Right of
First Refusal Clause (FAR 52.207-3) (see Figure 10.2.). A copy may also be provided to any
civilian employee potentially affected by the A-76 initiative and the Clause should be publi-
cized locally (e.g., web page, base paper, etc.). (Note: The servicing staff judge advocate pro-
vides legal interpretations.)

8.4.2.14.5. Provide directly affected civilian employees and their union representatives as
well asdirectly affected military members updates on the status of the cost comparison process
at least every thirty days. These updates may be in any format or forum (e.g., town meeting,
commander’s call, memos, web sites, e-mails, newspaper articles, etc.). Communicationis key
to the success of the cost comparison process, as well as easing the emotional and physical
strain on the work force.

8.4.2.14.6. Consult monthly with directly affected civilian employees and consider their
views during the development and preparation of the PWS and Management Plan (10 USC
2467). Documentation on how consultations are accomplished will be retained as part of the
cost comparison documentation. Employees and their representatives are an invaluable source
of information to provide innovative approaches. They can be a valuable asset to ensure the
requirements are well defined in the PWS and MEO as they are developed.

8.4.2.14.6.1. For directly affected civilian employees represented by unions, consultation
with union representatives fulfills this requirement. Alternatively, this requirement can be
met by including union representatives on the PWS or MEO development teams. (See
paragraphs 9.4.5. and 11.3.5. of this Instruction for specific restrictions.)

8.4.2.14.6.2. For directly affected civilian employees not represented by unions, consulta-
tion may be accomplished through group meetings or by a representative(s) designated by
the employees. Alternatively, this requirement can be met by including employees/repre-
sentatives on the PWS or MEO development teams. (See paragraphs 9.4.5. and 11.3.5. of
this Instruction for specific restrictions.)

8.4.2.14.6.3. Directly affected employees and their representatives must be informed
when (e.g., date, point in the process, time, etc.) fina management decisions will be made
regarding the PWS and MEO and that these decisions are solely management’s responsi-
bility.
8.4.2.14.7. With assistance from the contracting officer, advise directly affected civilian
employees and their representatives of the type of acquisition method selected (i.e., Sealed
Bid, Negotiated) for competition with the private sector. Advise directly affected civilian
employees and their representatives as well as directly affected military in atimely manner
and explain the procedures for comparing costs, public review, administrative appeal, and fina
announcement as described in Chapter 17 and Chapter 18 of this Instruction.
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8.4.2.14.8. For solicitations under Sealed Bid procedures and at least three days prior to the
bid opening date, ensure directly affected civilian employees and their representatives as well
as any directly affected military are notified, in writing, of the place and time of the bid open-
ing date.

8.4.2.14.9. For Negotiated acquisitions, ensure directly affected civilian employees and their
representatives aswell asdirectly affected military are notified, in writing, of the tentative cost
comparison decision as soon asit is made public.

8.4.2.14.10. Provide written notification of the tentative cost comparison decision to directly
affected civilian employees and their representatives as well as directly affected military as
soon as possible after the tentative decision is made. This notification will include a statement
that the final cost comparison decision is dependent upon completion of the Public Review
Period and AAP. This written notification may be in the form of aforma memorandum, fax,
e-mail, etc. An information copy will be provided to the servicing civilian personnel flight.

8.4.2.14.11. Provide written notification of the final cost comparison decision to directly
affected civilian employees and their representatives as well as directly affected military as
soon as possible after the final cost comparison decision is made but before aformal final pub-
lic announcement is made.

8.4.3. Contracting Office. The contracting officer, as a minimum, must:

8.4.3.1. Develop and present an Acquisition Strategy Plan as early asfeasible in the cost compar-
ison process and acquisition cycle to develop a systematic and disciplined approach toward
achieving an economical and high quality result. (See FAR Part 7, as supplemented.)

8.4.3.2. Notify the CSMSG of the type of acquisition strategy to be used.

8.4.3.3. Ensure the acquisition milestones do not exceed the mandated time limits in accordance
with Chapter 6 of this Instruction.

8.4.3.4. For each cost comparison and direct conversion, maintain alist of those individuals who
are authorized access to source selection information relating to that specific procurement.

8.4.3.5. Advise the functional OPR on the development of the PWS, QASP, and TPP (as appro-
priate).

8.4.3.6. Synopsize the proposed procurement in the Commerce Business Daily in accordance
with the FAR, as supplemented.

8.4.3.7. Issue solicitation and any subsequent amendments. Provide a copy of all solicitation
amendments to the CSM SG chairperson and to the servicing manpower and organization office to
ensure the Government Cost Estimate is based on the same parameters as potentia contract/| SSA
offerors.

8.4.3.8. Ensure the Right of First Refusal clause at FAR Part 52.207-3 isincluded in the solicita-
tion.

8.4.3.9. Advisethe servicing manpower and organization office of the scheduled cost comparison
date after selecting of the most advantageous contractor/ISSA offer.

8.4.3.10. Conduct the comparison between in-house and contractor/I SSA offers in accordance
with the FAR (as supplemented) and this Instruction.
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8.4.3.11. Notify the servicing manpower and organization office immediately upon receipt of a
protest or an appeal.

8.4.3.12. Provide the servicing manpower and organization office a copy of the contract or
amendment when the solicitation is cancel ed.

8.4.3.13. Make congressional notifications of contract awards through SAF/LLP (for procure-
ments over $5M). (See Chapter 17 of this Instruction for appropriate timing that differs for
Sealed Bid and Negotiated acquisitions.)

8.4.3.14. Assist the servicing civilian personnel flight and servicing staff judge advocate with
informing adversely affected civilian employees of their Right of First Refusal.

8.4.3.15. Ensure the manpower and organization office isinvited to participate on the BRAG.

8.4.3.16. The contracting officer will notify the CSM SG of any protestsfiled during the cost com-
parison or direct conversion.

8.4.4. Servicing Civilian Personnel Flight, including the Air For ce Personnel Center (AFPC),
as applicable. Asaminimum, must:

8.4.4.1. Beinvolved as akey member of the CSMSG.

8.4.4.1.1. Advisethe CSM SG on cost comparison process milestones required to provide suf-
ficient lead-time to issue RIF notices in a manner that ensures atimely transition for the cost
comparison decision. Cost comparison timelines will take into account RIF notification peri-
ods and effective date of separations prior to the hiring of new employeesin an MEO, ISSA or
contract performance to eliminate or minimize the possibility of dual payment (i.e., payment
for in-house employees pending separation in addition to contract or MEO performance costs
for the function that was cost compared).

8.4.4.1.2. Consider the potential impact on affirmative employment efforts throughout the
cost comparison process and the conversion to contract/| SSA operation or to the MEO. Assist
management in maintaining equal employment opportunity program emphasis to the maxi-
mum extent feasible.

8.4.4.1.3. Review any personnel qualification requirements specified in the draft PWS to
determine the feasibility of recruiting personnel with like qualifications. The objective is to
ensure that the MEO can be staffed with personnel meeting those same qualifications.

8.4.4.1.4. Participate in development of the Management Plan including the TPP (for Cost/
Technical Tradeoff acquisitions) as follows:

8.4.4.1.4.1. MEO. Advise functional OPR on position management and assist the func-
tional OPR in devel oping position descriptions and classifying them. Ensure skillsare spe-
cifically defined to sufficiently ensure the required work force can be hired for MEO
manning. Conduct labor market analysis of public sector work force availability to deter-
mine MEO staffing feasibility. Assist in the MEO development by reviewing staffing in
the MEO to determineif required grades and skills can be recruited. Validate the ability of
the MEO to meet staffing requirements using existing labor force analysis to determine if
MEO implementation is feasible.
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8.4.4.1.4.2. TPP. Review to ensure that the results of the labor market analysis have been
incorporated in the civilian staffing plan.

8.4.4.1.4.3. Transition Plan. Review to ensure milestones established provide sufficient
time for personnel staffing actions. Assist in the development of the Transition Plan to
ensure sufficient time is permitted for the hiring or phase-in of civilian employees for
MEOQO implementation in accordance with the Transition Plan.

8.4.4.1.4.4. Government Cost Estimate. Provide personnel costing information (e.g.,
annual salaries and wages, night differential pay, premium pay, recruitment costs, reloca-
tion costs, etc.). Provide information in support of the cost comparison process (e.g., Civil-
ian pay, benefits, entitlements, recruiting, relocation, retraining, etc.)

8.4.4.2. Interface with all affected civilian employees and their representatives during the cost
comparison process. Assist the functional OPR and manpower and organi zation office as required
by paragraph 8.4.2.14. of this Instruction. Ensure functional OPR and manpower and organization
office coordinate on any official correspondence being sent to employee representatives regarding
the cost comparison process.

8.4.4.2.1. Ensure labor relations obligations under 5 USC Chapter 71, and any applicable col-
lective bargaining agreements or partnership responsibilities are met.

8.4.4.2.2. ldentify civilian employees who will be adversely affected by the cost comparison
decision.

8.4.4.2.3. Ensure employee placement entitlements are accomplished in accordance with 5
CFR, Part 351, (RIF procedures) and paragraph 10.10. of this Instruction (Right of First
Refusal).

8.4.4.2.4. Ensurethat adversely affected civilian employees are advised by the servicing staff
judge advocate, consistent with post-employment restrictions, of their Right of First Refusal.

8.4.4.2.5. For contract/I SSA decisions, RIF congressional notifications will be made in con-
junction with or after the cost comparison decision congressional notification required in
Chapter 6 and Chapter 17 of this Instruction. For Sealed Bid acquisitions or Negotiated
acquisitions, RIF separations may be effected after the final cost comparison decision. Since
the timing for contract award differs for Sealed Bid and Negotiated acquisitions, it isimpera-
tive that RIF notices are issued on or after the final cost comparison decision date vice a“con-
tract award” date. This ensures Congress is not notified of the RIF action before receiving
notification of the final cost comparison decision.

8.4.4.2.5.1. For Sealed Bid acquisitions, contract award is made after the Public Review
Period and the AAP is completed. Therefore, the final cost comparison decision date is
consistent with the “contract award” date when RIF separations may be effected.

8.4.4.2.5.2. For Negotiated acquisitions, conditional contract award is made prior to the
Public Review Period and prior to completing the AAP. When the Public Review Period
and the AAP are completed, afina cost comparison decision is determined and the con-
tractor is issued a notice to proceed. Since the final cost comparison decision date is not
consistent with the “contract award” date for Negotiated acquisitions, it is imperative that
RIF separations not be effected upon the * contract award date” but on or after the final cost
comparison decision date.
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8.4.4.3. Request congressional notification of RIF, when appropriate.

8.4.5. Servicing Military Personnel Flight including the Air Force Personnel Center (AFPC),
as applicable. A representative from the servicing military personnel staff is a member of the
CSM SG, when appropriate. Asa minimum, this representative must:

8.4.5.1. Develop a proposed implementation plan for the systematic phase-out of affected mili-
tary personnel. The plan, as a minimum, includes:

8.4.5.1.1. Milestonesfor conversion to MEO, contract, or ISSA operation.

8.4.5.1.2. Desired military personnel actions of affected military personnel by grade, name,
social security account number, AFSC, and assignment action number.

8.4.5.1.3. Desired date of availability (DOA) of affected military incumbents for placement in
assignment availability code 36 (unit deactivation code). Commands work with HQ AFPC
assignment officials to establish mutually agreeable DOAS.

8.4.5.2. Submit a proposed implementation plan to the command personnel staff.
8.4.5.3. Assist with the Management Plan development when military will be included in MEO.
8.4.6. Financial Management Office. The financial management office, as a minimum must:

8.4.6.1. Comply with AFI 65-504, Independent Review of Commercial Activity Cost Compari-
sons.

8.4.6.2. Appoint an IRO. Although these individuals may attend the initial CSM SG meeting, they
should not participate as aregular member. They must remain independent of the process until the
independent review is performed.

8.4.6.3. Upon request of the CSMSG, conduct an informal cost-benefit analysis to determine if
providing Government property to a contractor isin the best interest of the AF when such analysis
lends itself to quantification.

8.4.6.4. ldentify in the budget submissions the necessary actions to ensure funds are available.

8.4.6.5. Certify that funds will be available before Contracting issues a solicitation. Certify a
funded AF Form 9 before contract award.

8.4.6.6. Analyze the economic effect on the local community when 75 or more DoD civilian
employees will be affected by the cost comparison to comply with 10 USC 2461, prepare the nec-
essary report to comply with 10 USC 2461, and forward this report to the servicing manpower and
organization office. This information is necessary to complete the RCS. HAF-XPM(AR) 8001
memorandum (Attachment 4).

8.4.7. Servicing Saff Judge Advocate. Asa minimum, the staff judge advocate must:

8.4.7.1. Act asthe legal advisor to the contracting officer and CSMSG and provide timely
responses to ensure no delays occur in meeting cost comparison process milestones.

8.4.7.2. Provide ethics training to members of the CSMSG and other personnel involved in the
cost comparison process consistent with the requirements of DoDD 5500.7-R, The Joint Ethics
Regulation.
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8.4.7.3. Ensure individuals participating in the cost comparison process or direct conversion pro-
cess are informed of the prohibitions, restrictions, and requirements of the Procurement Integrity
Act (41 USC 423) as implemented by FAR Part 3.104, as supplemented. The Procurement Integ-
rity Act generally establishes prohibitions, restrictions, and requirements relative to disclosing or
obtaining procurement information, reporting employment contacts and post-Government
employment. Respond to employee questions concerning their specific situations with respect to
procurement integrity.

8.4.7.4. Provide guidance to ensure individuals involved in the cost comparison process are
informed of the requirements of the Procurement Integrity Act (41 USC 423) and FAR Part
52-207-3 (Right of First Refusal).

8.4.7.5. Bethelegal advisor for the AAP.

8.4.8. Civil Engineering. Asaminimum, the civil engineer must:
8.4.8.1. Review the PWS and make sure utilities, facilities, and services support are properly
identified.
8.4.8.2. Complete environmental assessment of contract/I| SSA offers with functional OPR assis-
tance.

8.4.8.3. Assess any possible inter-governmental or community impact considerations relative to
AFI 32-7060, Interagency and Intergovernmental Coordination for Environmental Planning, for
cost comparisons with 250 or more work years in the pre-MEO work center.

8.4.9. Services Human Resour ce Office. When NAF manpower or assets are part of the cost com-
parison initiative, representation from the Services Human Resource Office and Resource Manage-
ment Flight is required on the CSMSG.

8.5. Responsbilities of the Command Competitive Sourcing Management Steering Group. A rep-
resentative from the command XPM chairs the CSMSG. This CSMSG has similar representation and
responsibilities asthe installation CSM SG. If acommand is performing the cost comparison process at the
command levdl, it is essential that all the requirements for both the installation CSMSG and command
CSMSG are performed by the command CSMSG. The command CSM SG will:

8.5.1. Provide overall guidance and expertise to the installation CSM SG and work with the installa-
tion group to ensure cost comparison process milestones are met.

8.5.2. Monitor progress of cost comparison process.

8.5.3. Notify HQ USAF/XPMR when the cost comparison process will exceed the time limits in
accordance with Chapter 6 of this Instruction.

8.5.4. Approvethe PWSand QASP in atimely manner.

8.5.5. May approve the MEO in a timely manner; however, commands must approve MEOSs that
include military (Chapter 11 of thisInstruction).

8.5.6. May approve the TPP in atimely manner.

8.5.7. May augment or replace the instalation CSMSG if this action will realize additional efficien-
cies or where an installation capability does not exist.

8.5.8. Ensurethe AAP is performed in accordance with Chapter 18 of this Instruction.
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8.5.9. Notify HQ USAF/XPMR of the cost comparison decision (Chapter 6 of this Instruction).

8.5.10. Ensureresourcesallocated by HQ USAF as aresult of acost comparison (including resources
for contract administration) are used for their intended purpose at the installation where the cost com-
parison or direct conversion was performed.

8.5.11. Asdetermined by the MAJCOM commander, acommand-level CSMSG may be used in place
of an ingtallation-level CSM SG. In these cases, the command-level CSMSG is responsible for ensur-
ing the requirements of 10 USC 2467 are fulfilled. This includes providing guidance to directly
affected employees and their representatives describing how they will be provided with monthly
updates on the status of the cost comparison process as well as for how opportunities will be provided
for them to participate in the preparation and development of the PWS and MEO. This guidance will
be provided as soon as possible.

8.6. Public Affairs. Local and command Public Affairs Offices will be the interface between com-
mander(s) and the public. At a minimum and at the direction of the commander(s), Public Affairsis
responsible for issuing the press release for the initial cost comparison announcement (Figure 5.7.) and
the cost comparison decision (Figure 17.4..) to the local community.

8.7. Legidative Affairs. Command Legidlative Affairs Offices will be the interface between command-
ers and SAF/LLP, as required. By working with the command/XPM, command Legislative Affairs
Offices should ensure congressional notification dates are relayed to the commander(s), Public Affairs
Office(s), and the servicing manpower and organization office.

8.8. Labor Unions. Representatives of |abor organizations, on behalf of members of the bargaining unit,
may participate in an advisory capacity on either the installation or command CSM SG. Management,
employees and their representatives should be engaged in a partnership to gather workload data and
develop performance standards and recommendations for improved operational performance. Participa
tion is permitted based upon the exchange of data, ideas, problems, concerns and solutions. Participation
is not permitted in meetings when sensitive source selection information is discussed or when manage-
ment decisions are made. Management retains responsibility for all final decisions related to the PWS,
QASP, Management Plan (includes the MEO, QASP, Government Cost Estimate, TPP, etc.).
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Chapter 9

PERFORMANCE WORK STATEMENT AND QUALITY ASSURANCE SURVEILLANCE
PLAN DEVELOPMENT

9.1. General. This chapter provides policy and policy implementation for PWS and QASP preparation.
The PWS should be developed or modified for all activities being solicited or resolicited for contract or
scheduled for direct conversion to or from in-house, contract, or ISSA performance. When the policy in
this chapter conflicts with the FAR (as supplemented), the FAR takes precedence.

9.2. Palicy.

9.2.1. Performance Work Statement (PWS). A well-prepared PWS is key to the success of the cost
comparison or direct conversion. It is critical that the PWS be sufficiently comprehensive to ensure
in-house, | SSA or contract performance satisfies Government requirements. Any type of performance
based technical requirements document (e.g., PWS, Statement of Objective (SOO), Statement of Need
(SON), Performance Requirements Document (PRD), Statement of Work (SOW), Technical Require-
ments Document (TRD), etc.) may be used in place of the PWS in cost comparisons or direct conver-
sions. The objective is to ensure it includes all relevant information (e.g., services required and
standards of performance). This is especially critical to cost comparison process to ensure develop-
ment of the MEO proceeds without delay. (Note: The term “PWS” is used in this Instruction to
describe the requirements document in order to align Air Force guidance with OMB’s use of the term
“PWS’ inthe OMB Circular A-76 and its Supplemental Handbook.)

9.2.1.1. AFI 63-124, Performance Based Service Contracts, should be used in developing the
requirements document.

9.2.1.2. The PWS should not include requirements that increase operating costs beyond the cur-
rent available funding certified by the Financial M anagement Office. (See paragraphs 8.4.6.5. and
10.2.6. of this Instruction.)

9.2.1.3. The PWS should be performance oriented, specifying what outputs or measures are
desired and limiting directions as to how the results are achieved. It is essential that the PWS
include an effective quality control program. A PWS should not limit options available for provid-
ing the required service or otherwise unnecessarily restrict participation in the cost comparison
process. The PWS should adopt commercial standards when they exist and apply to the acquisi-
tion.

9.2.1.4. In-house, contract and ISSA offerors should develop their offers based upon the require-
ments of the solicitation. Activities that remain in-house following a cost comparison or direct
conversion will comply with the requirements of the PWS.

9.2.1.5. Training requirements (e.g., Reservists, IMAS, civilian interns, military, etc.) can be
included in the PWS for performance by the MEO, contract, or ISSA. For existing MEOS or con-
tracts, these requirements may be added to the PWS; however, these trainees will not be used to
replace MEO or contract/I SSA manpower.

9.2.2. Quality Assurance Surveillance Plan (QASP). A well-prepared QASP is key to the successful
inspection of contract, ISSA, or in-house performance.
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9.2.2.1. The QASP describes methods of inspection to be used for both the MEO and contract as
well asthe required reports and resources. The QASP may be included as part of the solicitation or
provided to the contract/I SSA offerors.

9.2.2.2. The QASPis provided to the IRO for the independent review.

9.3. Palicy Implementation. Take advantage of PWSs and QA SPs already completed by other activities.
To determine the potential availability and location of these documents, review completed and in-progress
management reports maintained on the AFMIA CS& P Web Page
(http://www.AEMIA.randolph.af.mil). These reports are under the “CAMIS’ category in afile named
“CAMRPTS.doc. Additionally, the AFMIA Web Page has links to some PWS documents resident on
other Web Sites (e.g., SAF/AQC, AFCESA, AFCA, AFPC, etc.)

9.3.1. Process Task Ligts. If no PWS exists, the process task list in the applicable AF manpower stan-
dard can be used as a starting point for development of the PWS.

9.3.2. Team Effort and Responsibilities. The BRAG is responsible to ensure PWSs and QASPs are
written for service contracts. The principal members of the team are representatives from the function,
contracting, and servicing manpower and organization office. Advisory personnel (e.g., financial
management, staff judge advocate, employee representatives, inspector general, servicing AFAA rep-
resentative, security police, safety, etc.) may be called upon for recommendations regarding the PWS
and QA SP development as needed.

9.3.2.1. The functional OPR develops the PWS and QASP in accordance with the FAR, as sup-
plemented, with the assistance of the BRAG. The functional OPR determines the required service
and standards to measure the quality and level of service. For multi-functional cost comparisons,
the commander should appoint a team leader to coordinate functional inputs.

9.3.2.2. A PWS should be written to provide maximum flexibility to the private sector and
in-house activity for accomplishing the required service(s). Whenever possible, every effort will
be made to eliminate mandatory compliance with regulatory policies, procedures and organi za-
tional structures to promote maximum efficiencies and effectiveness and not hinder innovation.
Waiversfrom AF policy directives and instructions should be sought by the functional OPR before
finalization of the PWS. (See functional responsibilitiesin Chapter 8 of this Instruction.)

9.3.2.3. The command CSMSG approves PWSs and QASPs in atimely manner.

9.4. Special Considerations.

9.4.1. Government Furnished Property. In the event of a contract/| SSA decision, Government equip-
ment, facilities, materials and supplies required for in-house operation of an MEO may be provided to
a contractor/I SSA offeror. Any decisions to provide Government furnished property should take into
account the costs over the life of the contract including disposal. A financial management office cost
benefit analysis may be used as a basis for determining if providing Government property to a con-
tractor isin the best interest of the Government. Current, accurate, and complete information justify-
ing the determination will be readily available for the independent review. The decision of this
analysis will not give a decided advantage or disadvantage to in-house, ISSA, or contractor competi-
tors. All Government furnished property, equipment, and facilities must be accurately listed in the
PWS. Table 9.1. provides guidance for determining whether Government property should be fur-
nished to prospective contract/ISSA offerors.
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Table 9.1. Guidance For Determining Whether To Furnish Existing Government Property To
Contract/I SSA Offerors.

mrC=XD

A

Situation

Guidance

Facilities are required to perform a service
that may be performed on or off the
installation, but a higher priority use for the
facilities exists.

Retain for in-house use.

Facilities are required to perform a service
that must be performed on the installation
(e.g., food service, transient aircraft services,
etc.).

Furnish to the contract/| SSA offeror; cost isnot afactor (FAR
Part 45.302-3).

Facilities are required to perform a service
that may be performed on or off the
installation and no higher priority use for the
facilities exists.

Furnish to the contract/| SSA offeror sinceit could lower their
offer, resulting in a savingsto the AF.

Equipment, including capital and minor
items, is required by other AF functions.

Retain for in-house use.

Equipment, including capital and minor
items, is not required by other AF functions.

Furnish to the contract/I SSA offeror since it could lower the
contract/ISSA offer, resulting in a savings to the AF. To
reduce contractor/ISSA dependence on the Government,
consideration will be given to making the contractor/ISSA
offeror responsible for maintaining and replacing the
Government furnished equipment, and returning it to the
Government once it has been replaced.

AF-peculiar equipment (e.g., aircraft support
equipment, engine strands, etc.) isrequired to
perform the service.

Furnish to the contract/ISSA offeror (FAR Part 45.310, as
supplemented). Replacement of Government-peculiar
property is normally at Government expense.

Shared-use equipment (e.g., equipment that is
not used 100% by the activity under cost
comparison) is involved.

Government equipment may be furnished on a shared-use
basis when in the best interest of the AF (e.g., heavy-duty
cranes, cherry pickers, high-cost test equipment, etc.).
Procedures for use of shared equipment must be outlined in
the PWS.

Materials and Supplies

Normally, the contractor or ISSA offeror will be expected to
provide the materials and supplies necessary to perform the
work described in the PWS. The policy regarding contractor
or | SSA use of Government provided supplies and materialsis
set forth in FAR Part 51.101, as supplemented.

9.4.2. Interservice Support. Activities providing interservice support to other DoD components or
Federal agencies through interservice support agreements or other arrangements will ensure the PWS
includes this workload and is coordinated with all affected components and agencies.

9.4.3. Host Tenant Support Agreements (HTSA). The manpower and organization office will inform
the base plans and programs office (normally the holder of all HTSAS) of the cost comparison initia-
tive or direct conversion. This office will evaluate existing HTSAs to determine if there will be an
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impact. By regulation, an AF tenant is entitled to aminimum level of service at no charge. If the tenant
is receiving service above and beyond the minimum prescribed level of service, the tenant will be
required to fund the extra level of service to the contractor or MEO. The tenant has the choice to
include or exclude their requirement from the PWS.

9.4.4. Security Clearances.

9.4.4.1. Contractor/ISSA Employees. If there is arequirement for contractor employees to have
accessto classified information, or controlled or restricted areas in order to provide the product or
service, facility security clearances for contractor/ISSA employees will be processed according to
AFI 31-601, Industrial Security Program Management. Commanders will ensure security clear-
ances for contractor/I SSA employees are obtained only when a bona fide requirement exists. Con-
tractor/I SSA employees who do not require access to classified information for work
performance, but require entry into restricted areas of the installation, may be authorized
unescorted entry only when the provisions of AFl 31-601 are met.

9.4.4.2. In-House Employees. Commanders will ensure security clearances for in-house employ-
ees are obtained only when a bona fide requirement exists.

9.4.5. Employee and Labor Union Involvement in PWS Development. Labor organizations, in their
representational capacities, on behalf of directly affected civilian employees, may participate in the
development and preparation of the PWS but only to the extent of providing technical support to team
members who actually develop the PWS. At least monthly during the development of the PWS, man-
agement solicits the views of employees and/or their representatives for inputs to the PWS (10 USC
2467). They may participate in meetings in an advisory capacity except where management decisions
are made or source selection information is discussed. Directly affected employees not represented by
labor unions may appoint a representative(s). Final decisions regarding the PWS are at the discretion
of management.

9.4.6. Contractor assistance in developing a PWS is permitted as long as assistance does not result in
aconflict of interest. Servicing staff judge advocate assistance may be required.

9.4.7. Draft PWSs may beissued for review by the public and private sector in order to solicit inputs
from any potential offeror.
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Chapter 10

SOLICITATION CONSIDERATIONS

10.1. General. This chapter provides policy and policy implementation on solicitation considerations
necessary when conducting A-76 initiatives.

10.2. Palicy.
10.2.1. Solicitations are issued in accordance with the FAR, as supplemented.

10.2.2. Theinvitation for bids (Sealed Bid acquisitions) or request for proposals (Negotiated acquisi-
tions) will provide for a common standard of performance that permits an equitable comparison of
Government costs and contract/I SSA price for performing the same work.

10.2.3. Contract/ISSA offerors will be informed that either the cost comparison or direct conversion
may or may not result in a contract award. As prescribed by FAR Part 7.305(a), as supplemented,
solicitations should include either FAR Part 52.207-1 (as supplemented), Notice of Cost Comparison
(Sealed Bid) or FAR Part 52.207-2 (as supplemented), Notice of Cost Comparison (Negotiated).

10.2.4. Contract periods should be a minimum of a basic period and two or more option periods
which must total at least three years.

10.2.5. In accordance with the Supplemental Handbook to OMB Circular A-76, HQ USAF/XP dele-
gates approval authority to HQ USAF/XPM for A-76 cost comparisons with performance periods in
excess of five years. The command XP must submit amemo to HQ USAF/XPM to justify that perfor-
mance periodsin excess of five yearswill not provide an unfair advantage to the in-house, contract, or
ISSA offerors. This memo will have the coordination of the command-level and installation-level
CSMSGs and will state that directly affected employees and their representatives have been notified
of the proposed extension of performance periods. It will also be necessary for the team developing
the MEO to assess if thisextension will provide an unfair advantage to the in-house bid. Thisinforma-
tion must be provided to HQ USAF/XPM to certify (or deny) the extension to ensure alevel playing
field is maintained for the cost comparison process.

10.2.6. Since the Competitive Sourcing Program is used to generate savings through competition for
modernization, the Air Force has programmed anticipated savings projections and allocated them to
AF modernization and readiness initiatives (IAW with AF APPG). Commands should make every
effort to achieve the established savings rates (i.e., 25% for cost comparisons or 10% for direct con-
versions) for each A-76 initiative.

10.2.6.1. The estimated cost entered on AF Form 9, Request for Purchase, may not exceed the
current available funding. In accordance with paragraph 8.4.6.5. of this Instruction, the entry is
certified by the Financial M anagement Office to ensure this requirement is met.

10.2.6.2. In a Cost/Technical Tradeoff acquisition, the SSA will not direct Management Plan
changes resulting in increasing MEO costs above the current available funding.

10.2.7. The contracting officer should notify incumbent contractors that an A-76 initiative may
impact their contract.

10.2.8. The contracting officer ensures the servicing manpower and organization office is provided
copies of the solicitation and all amendments to the solicitation. The servicing manpower and organi-
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zation office reviews and, when appropriate, makes adjustments to the Management Plan and govern-
ment cost estimate as a result of solicitation amendments. Changes to the Management Plan are
independently reviewed by a representative of the financial management office and submitted to the
contracting office in a new sealed and dated envelope by the servicing manpower and organization
office. A copy of al prior Government Cost Estimates remain within the contracting office to serve as
an audit trail.

10.2.9. The clause at FAR Part 52.207-3, Right of First Refusal of Employment, will be included in
all solicitations for A-76 initiatives.

10.2.10. The Request for Proposal or Invitation for Bid should include, if applicable, a requirement
for the contractor to develop a contingency plan to continue or expand operations in emergency Situa-
tions and minimize service disruptions due to labor disputes.

10.2.11. The Government should establish asource selection evaluation or advisory team. Individuals
(civilian or military) who hold positionsin the function under study, who have adirect personal inter-
est in the outcome of the study (e.g., their spouse’s employment, stock ownership, etc), or who partic-
ipated in the development of the Government Management Plan should not be members of the team,
unless the Head of the Contracting Activity (HCA) authorizes an exception. Exceptions will be autho-
rized only in compelling circumstances and, in such cases, the HCA shall provide awritten statement
of the reasons for the action. The following process should be followed when requesting exceptions to
this policy:

10.2.11.1. The contracting officer or SSA will submit a request, with justification, to the HCA.
Under DFARS 202.101, HCA refers to the director of contracting at the MAJCOM or to SAF/
AQC, depending on who is doing the contracting. If the HCA concurswith the rationale given, the
HCA has decision authority. The HCA should state concurrence and provide a written response
back to the requester for the official files. Recommend the Servicing Manpower Office review
these requests as the A-76 program manager.

10.2.11.2. Thecriteriafor approval arethat aconflict of interest will not exist or that it can be mit-
igated as allowed in FAR Subpart 9.5, and that the circumstances are compelling enough to neces-
Sitate inclusion of these individuals on the SSEB.

10.2.12. Individuals that fall into one of the categories in paragraph 10.2.11. can serve as nonvoting
technical advisors to the source selection evaluation or advisory team. Technical advisors should not
see contractor proposals. Preferably, the identity of offerors should be shielded during the evaluation
process by removing contractor names and submitting Alphaor Numerical designators (e.g., Proposal
A, Proposal B, Proposal C, etc.). In thisway, actual and perceived conflicts can be avoided. Evaluators
would not mistakenly reveal to a technical advisor the identity of contractors, even when discussing
only an excerpt from atechnical proposal.

10.2.13. The MEO will be implemented (even when using preferential procurement, e.g. sole source,
etc.) any time a cost comparison results in an in-house decision. (See paragraph 10.4. of this Instruc-
tion.) If a solicitation has been set-aside for a small business and the in-house is selected upon cost
comparison, the MEO will be implemented. The solicitation will not be reissued on an unrestricted
basis for competition among large businesses after comparing the in-house cost estimate to the con-
tract offer. HQ USAF/XPM approval isrequired to implement the MEO when a cost comparison can-
not be performed due to alack of responsive offers from responsible contractor or | SSA sources (see
paragraph 10.9. of this Instruction).
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10.3. Policy Implementation.

10.3.1. “Best value’ refers to the expected outcome of an acquisition that provides the greatest over-
al benefit to the Government in response to the solicitation. Best value isthe goal of every acquisition
regardless of the acquisition process (e.g., Sealed Bid, Cost/Technical Tradeoff, Low Price Techni-
cally Acceptable, etc.) used in the cost comparison. The Cost/Technical Tradeoff processis appropri-
ate when it may be in the best interest of the Government to consider award to other than the lowest
priced offeror or other than the highest technically rated offeror.

10.3.2. All competitive methods of Federal procurement provided by the FAR are appropriate for cost
comparison under OMB Circular A-76 and its Supplemental Handbook. This includes: Sealed Bid,
two-step, and other competitive Negotiated procurement techniques. Reference FAR Part 14 (as sup-
plemented), for Sealed Bid acquisitions; FAR Part 15 (as supplemented), for Negotiated acquisitions;
and FAR Part 12 (as supplemented), for commercial acquisitions.

10.3.3. Cost/Technical Tradeoff Acquisitions. When using Negotiated procurement techniques in
which Cost/Technical Tradeoff rather than low cost will be the basis for selecting the contract/I| SSA
offeror to compete with the in-house offer, apply the following guidelines:

10.3.3.1. Aspart of the Management Plan the Government, shall submit a TPP, asrequired by the
solicitation, to the Contracting Officer. The TPP reflects the MEO and is sealed in the envelope
labeled Management Plan (excluding the in-house cost estimate) and submitted to the contracting
officer not later than the time and date established for receipt of initial contract/| SSA offers. (See
paragraph 17.2.1.3. of this Instruction for preparation and submission of envelopes.)

10.3.3.2. The Government conducts the source selection among the contract/| SSA offerors in
accordance with the solicitation and FAR, as supplemented. The SSA chooses the contract/I SSA
offer that represents the best overall value to the Government. The SSA shall document the ratio-
nale for the selection and explain any Cost/Technical Tradeoff (if applicable).

10.3.3.3. The SSA must not select any contract/I SSA offers for competition against the Govern-
ment bid that exceed the current available funding for the function(s) being cost compared. (See
Paragraph 8.4.6.5. of thisinstruction)

10.3.3.4. After the SSA chooses the competitive contract/ISSA offer, the contracting officer sub-
mits the envel ope containing the Government’s Management Plan (but not the envel ope contain-
ing the in-house cost estimate) to the SSA. The SSA shall ensure the in-house offer satisfies the
requirements of the solicitation. The SSA evaluates the Government’s Management Plan includ-
ing the TPP (but not the in-house cost estimate) to assess whether or not the same level of techni-
cal performance will be achieved as presented by the competitive contract/| SSA offer.

10.3.3.5. If the SSA determines that the technical level of performance of the competitive con-
tract/I SSA offer and the in-house offer are equivalent, the contracting officer opens the in-house
cost estimate and, with the servicing manpower and organization office representative, completes
the COMPARE CCF.

10.3.3.6. If the technical level of performance in the two proposals is not equivalent, the SSA
directs the Government to revise the Management Plan to the same level of performance and per-
formance quality of the competitive contract/ISSA offer. The time necessary to make these adjust-
ments should be limited to no more than 30 calendar days. The SSA shall not review or have
access to the in-house cost estimate.
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10.3.3.6.1. The Government then resubmits a revised Management Plan (excluding in-house
cost estimate) for evaluation. If the SSA agrees that the Government’s revised Management
Plan (excluding in-house cost estimate) will achieve the same level of performance and perfor-
mance quality, the SSA directs the Government to make any necessary adjustments to the
in-house cost estimate which is then submitted via the servicing manpower and organization
office to the IRO for an independent review. The servicing manpower and organization office
then provides the independently reviewed in-house cost estimate to the contracting officer.
This will assure that the in-house cost estimate is based upon the same technical performance
levels as the competitive contract/I SSA offer.

10.3.3.6.2. Selecting the best offer (in-house or contract or ISSA) using the Cost/Technical
Tradeoff acquisition or Negotiated method will be accomplished in accordance with FAR Part
15, as supplemented. (See Figure 10.1. for an overview of Cost/Technical Tradeoff Process.)

10.3.3.6.3. If, following evaluation of all written contractor/ISSA offers, the SSA selects the
lowest price technically acceptable offer as the most advantageous contract/I SSA offer for
competition against the in-house offer, the SSA may proceed directly to cost comparison
against the in-house offer.

10.3.3.6.4. If the SSA is considering whether to select an offer other than the lowest price to
compete against the in-house offer, the following will be required:

10.3.3.6.4.1. The SSA will review all proposals other than the in-house to determine
which proposals provide alternate outputs beyond that stated in the PWS at a price higher
than the other proposals and to determine whether any of the other proposals meet or
exceed all the performance standards at a lower price than the one with the aternate out-
puts.

10.3.3.6.4.2. If one or more proposals meet the required performance standards at alower
price than the higher output contract/ISSA offer(s), then the SSA may use Cost/Technical
Tradeoff techniques to select one contract/I SSA offer to compete against the in-house
offer. Cost/technical tradeoff does not mean highest technical regardless of cost. Specifi-
cally, the SSA must:

10.3.3.6.4.2.1. Compare the prices of the proposals,

10.3.3.6.4.2.2. Perform a Cost/Technical Tradeoff analysis either selecting the lowest
price or justifying payment of a higher price for higher performance output or lower
proposal risks or better past performance, and

10.3.3.6.4.2.3. Provide written justification to support the need for the higher perfor-
mance outputs (alternate contract/ISSA offer) if higher outputs would be the reason to
select other than the lowest price contract/| SSA offer. Before proceeding, if the SSA,
in reviewing the Government’s requirements under the solicitation, finds that an
increase in the solicitation cannot be justified, then the SSA may review the Cost/Tech-
nical Tradeoff aswell to verify that the most advantageous contractor/I SSA offer really
has been selected to compete against the in-house offer. If the higher (alternate) outputs
are not desired or cannot bejustified, the SSA shall not revise the solicitation to require
ahigher level of performance.
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10.3.3.7. If lower proposal risk, better past performance, or lower cost is the basis for selecting
the competitive contract/| SSA offer, rather than higher performance output, then the SSA will
explain (in writing) the basis for the decision. In this case, the SSA will not direct the Government
to change its Management Plan and no change will be made that would require the in-house offer
to perform at any higher output level.

10.3.3.8. If ahigher level of outputs (see paragraph 10.3.3.6.4.2.3. above) is the basis for select-
ing the competitive contract/I SSA offer, the SSA will revise the solicitation requirements accord-
ingly, but only if justified. The SSA will evaluate the Government’s Management Plan (excluding
the in-house cost estimate). If it does not meet the solicitation requirements as revised, the SSA
will direct the Government to change its Management Plan so that it meets the new requirements.
These changes may or may not require adjustments to the in-house cost estimate. However, any
adjustment to the Management Plan (including TPP and in-house cost estimate) must be indepen-
dently reviewed by the IRO.

10.3.3.9. Adjustmentsto the TPP.

10.3.3.9.1. The SSA should not address issues involving downward adjustments in the Gov-
ernment’s TPP solely because the TPP appears to contain a different number of man-hours or
other technical contents than the contract/I SSA offer. Instead, the Management Plan is evalu-
ated to determine whether or not it meets the PWS output requirements as revised, but
man-hours and manning levels are not the determinant.

10.3.3.9.2. For example, the in-house offer may propose to input more man-hours than con-
tractors to achieve the level of output required by the PWS. The SSA must carefully evaluate
the Government’s Management Plan (but not the Government Cost Estimate). The SSA with
the assistance of evaluators, through an integrated assessment of all parts of the proposal,
(exclusive of cost) must ensure that the in-house proposal presents an MEO that satisfies the
requirements of the solicitation. If the SSA looks at staffing levels and hours and cannot see
clearly what level of output the in-house offer is proposing, the SSA may ask the in-house pro-
posal team to clarify what is proposed. If the in-house offer does not appear to meet the solic-
itation requirements as revised, the SSA’s evaluation team must send clarification requests
(CRs) and/or deficiency requests (DRS) to allow the in-house offeror an opportunity to verify,
explain, and/or change (up or down) the in-house offer. The in-house offeror’s explanation
may show that the performance and performance quality levelsin the in-house offer are actu-
aly the same as in the contractor offer.

10.3.3.9.3. The contracting officer may use CRs and DRs when conducting negotiations with
all offerors concerning their technical proposals including the Government’s Management
Plan (excluding the Government Cost Estimate). If the RFP requires contract/I SSA offerorsto
orally present technical proposals, the in-house offeror must also present its TPP orally.

10.3.3.9.4. When using Cost/Technical Tradeoff to select an offer, the SSA may not select an
offer that will not provide the minimum level of performance specified in the solicitation.
These offers must be eliminated from further consideration since they are not responsive to the
solicitation. Therefore, there should never be an instance when the MEO is asked to reduce its
level of performance. The performance standards required by the solicitation (not the specific
level of staffing) govern whether the contract/I SSA offer and the in-house offer meet the same
levels of performance and performance quality.
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10.3.3.10. Revisionsto the PWS will be accomplished in a formal amendment to the solicitation
when the selection of a contractor is based on a higher level of outputs. The amendment will be
provided to the in-house offeror and the one competing contract/I SSA offeror.

10.4. Small Business, Small Disadvantaged Business, Small Business Section 8(a) and HUBZone
Set Asides. Under certain circumstances, solicitations may be set aside for small business, small disad-
vantaged business, or participantsin the Section 8(a) and HUBZone programs of the Small Business Act.
A conversion from in-house to a Small Business, Small Disadvantaged Business, Small Business Section
8(a), or HUBZone Set Aside must be cost effective and the contract offer must not exceed the current
available funding (see paragraphs 8.4.6.5., 9.2.1.1. of this Instruction). This applies to both cost compari-
sons and direct conversions.

10.4.1. Continued in-house performance for lack of a satisfactory commercial source may not be
based on lack of response to a set-aside solicitation. If there is a lack of satisfactory response to a
set-aside solicitation that were set aside under this paragraph, an unrestricted solicitation should be
issued unless as provided by paragraph 10.2.12. or 10.9. of this Instruction. This applies to both cost
comparisons and direct conversions.

10.4.2. For cost comparisons, if responsive offers are received from responsible small business offer-
ors under a set-aside, and the in-house wins upon comparing the in-house cost estimate to the contract
offer, the MEO will beimplemented. If responsive offers are received from responsible small business
offers under a set-aside, and the small business wins upon comparing the in-house cost estimate to the
contract offer, the contract will be awarded. If no responsive offers were received, refer to paragraphs
10.2.12. and 10.9. of this Instruction.

10.4.3. For direct conversions, if responsive offers were received from responsible small business
offerors under a set-aside, and the in-house wins upon comparing the current operating in-house cost
to the contract offer, the decision is implemented in accordance with Chapter 14 of this Instruction
depending on the number of total authorizations in the function(s). If responsive offers are received
from resonsible small business offers under a set-aside, and the small business wins upon comparing
the current operating in-house cost to the contract offer, the contract will be awarded. If no responsive
offers arereceived, refer to paragraphs 10.2.12. and 10.9. of this Instruction.

10.5. NIB/NISH/JWOD Providers.

10.5.1. Under the Javits-Wagner-O’'Day (JWOD) Act (41 USC 46-48c), the Presidential Committee
for Purchase From the Blind and Severely Disabled was established to increase employment opportu-
nities for the blind and other severely disabled. The Committee has designated two national agencies
as central nonprofit agencies to assist the Committee in administering the act: the National Industries
for the Blind (NIB) and the National Industries for the Severely Handicapped (NISH). Additionally,
the Committee may approve other qualified nonprofit agencies to furnish servicesto the Government.

10.5.2. Acquisition policies and procedures for implementing the Javits-Wagner-O’ Day Act are cov-
ered in FAR Part 8.7., as supplemented.

10.5.3. Conversions (regardless of the number of civilians or military) to NIB/NISH/JWQOD provid-
ers are required by the IWOD Act. AF policy requires that these conversions be more cost effective
than the existing organization as determined by Chapter 14 of this Instruction. No MEO will be
developed for the comparison of costs.
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10.5.4. For in-progress cost comparison initiatives (regardless of the number of civilians or military),
negotiations with the NIB/NISH/JWOD provider will be conducted. The command is to notify HQ
USAF/XPMR that a possibility exists to change the type of A-76 initiative from a cost comparison to
adirect conversion.

10.5.4.1. If negotiations determine the conversion will be cost effective (in accordance with
Chapter 14 of this Instruction), the command will provide an Initiative Change Request in accor-
dance with Chapter 5 of thisInstruction. Thisrequest isto state that a change from acost compar-
ison to adirect conversion is necessary since a direct conversion to a NIB/NISH/JWOD provider
will be cost effective and the provider is on the NIB/NISH/JWOD Procurement List. The conver-
sion shall proceed using the original milestones established for the cost comparison.

10.5.4.2. If negotiations determine the conversion will not be cost effective (in accordance with
Chapter 14 of this Instruction), the command will proceed with the cost comparison process
using the original milestone dates. If proceeding isnot feasible, arequest to cancel and reannounce
the cost comparison (in accordance with Chapter 5 of this Instruction) will be submitted to HQ
USAFXPM.

10.5.5. For in-progress direct conversions, compliance with Chapter 14 of this Instruction is
required. If conversion to the NIB/NISH/JWOD provider will not be cost effective, then the normal
direct conversion will continue using the original established milestones.

10.5.6. Civilian employees affected by the conversion to a NIB/NISH/JWOD providers are not enti-
tled to the Right of First Refusal under FAR Part 52.207-3.

10.5.7. Compliance with all other aspects of this Instruction, including establishment of CAMIS
recordsisrequired for conversionsto NIB/NISH/JWQOD providers.

10.6. Qualified Firms With 51% or More Native American Ownership (NAO) .

10.6.1. Section 8014 of the FY 2000 Defense Appropriations Act (Public Law 105-262) permits direct
conversionsto qualified firmsthat have 51 percent or more Native American ownership, regardless of
the number of military and civilian employees affected, provided adequate authority existsto contract
with the NAO firm. Usually, 10 USC 2461 and OMB Circular A-76 would apply when more than 50
civilians are affected but Section 8014 waives those requirements for awards to NAO firms.

10.6.2. Whiledirect conversion ismandatory in the case of NIB/NISH/JWOD providers, it ispermis-
sive (not mandatory) in the case of a NAO. A command may perform either a cost comparison or a
direct conversion when comparing the in-house against a NAO firm.

10.6.3. Typicaly, HQ USAF approval and the public announcement of a cost comparison and direct
conversion have been made before aNA O competitor isidentified. Therefore, the command may elect
to pursue one of the following options.

10.6.3.1. For cost comparisons. Continue the cost comparison between the selected private sector
offer(s) and the in-house. Thereisno requirement to notify HQ USAF if aNAO firm is selected as
the private sector offeror in a cost comparison.

10.6.3.2. For direct conversions:

10.6.3.2.1. If adirect conversion isin-progress, thereis no requirement to notify HQ USAF if
aNAO firm is selected as the private sector offeror.



AF138-203 19 JULY 2001 91

10.6.3.2.2. If a change from an in-progress cost comparison to a direct conversion is pre-
ferred, the command must submit a request to HQ USAF to change the type of initiative from
acost comparison to a direct conversion in accordance with Chapter 5 of this Instruction and
the command must certify the conversion will achieve at least the 25% savings programmed in
the FYDP. A command may only proceed with a direct conversion after HQ USAF/XPM
approves a request to change the type of initiative from a cost comparison to a direct conver-
sion. The direct conversion process is performed in accordance with Chapter 14 of this
Instruction. If the programmed savings cannot be achieved, the cost comparison process con-
tinues as scheduled.

10.6.4. Civilian employees affected by the conversion to aNAO firm are entitled to the Right of First
Refusal under FAR Part 52.207-3.

10.6.5. Congressional natification of a conversion from in-house performance to an NAO firm is not
required regardless of the number of civiliansimpacts or whether conversion isviacost comparison or
direct conversion.

10.6.6. Compliance with all other aspects of this Instruction, including establishment of CAMIS
records, is required for conversions to NAO firms.

10.7. FAR Compliance.

10.7.1. All contracts awarded as aresult of a conversion (whether or not a cost comparison was per-
formed) will comply with all requirements of FAR, as supplemented, to include FAR (as supple-
mented) clauses and provisions, including the Right of First Refusal.

10.7.2. Inclusion of Award and Incentive Fee. Request for Proposals will advise contract/ISSA offer-
ors how the award or incentive fee will be evaluated in the cost comparison process. As indicated in
paragraph 12.6.2. of this Instruction, 65% of the potential maximum incentive or award fee is added
to the contract price.

10.8. Grouping CAs.

10.8.1. The decision to group or consolidate of activitiesis part of the overall acquisition strategy.
This determination is based on the results of the market research/analysis conducted by functional
experts, contracting, and servicing manpower and organization office, as well as other interested par-
ties. The grouping of CAs can influence the amount of competition (number of commercial firms that
submit bids or proposals) and the eventual cost to the Government.

10.8.2. Consideration must be given to the adverse impact the grouping of CAsinto asingle solicita-
tion may have on small business concerns. Actions should ensure small businesses are not adversely
affected merely to accomplish consolidation. Similarly, care should be taken so small business con-
tractors are not unduly restricted from competing effectively at the prime contractor level.

10.8.3. In developing solicitations for CAs, the acquisition strategy should reflect an analysis of the
advantages and disadvantages to the Government that might result from making more than one award.
The decision to group CAs should reflect an analysis of al relevant factorsincluding the:

10.8.3.1. Effect on competition.
10.8.3.2. Duplicative management functions and costs eliminated through grouping.
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10.8.3.3. Efficiencies of performance of multi-function versus single-function contracts, includ-
ing cost risks associated with the pricing structure of each.

10.8.3.4. Feasbility of separating unrelated functional tasks or groupings.
10.8.3.5. Effect grouping has on the performance of the functions.

10.8.4. When the solicitation package includes totally independent functions which are clearly divis-
ible, severable, and not price interrelated, they may be solicited on the basis of an "any or al" offer.
Commercial offerors may be permitted to submit offers on one or any combination of the functions
being solicited. Thetotal cost of contract performance will be compared to the Government Cost Esti-
mate based on the MEO for performing all activitiesin the single solicitation.

10.8.5. There are instances when this approach to contracting for CAs may not apply, such as situa-
tions when physica limitations of site (where the activities are to be performed) preclude allowing
more than one contractor to perform, when the function cannot be divided for purposes of perfor-
mance accountability, or for other national security considerations. However, if an "al or none" solic-
itation isissued, the decision to do so includes a cost analysis to reflect the "all or none" solicitation is
less costly to the Government and/or an analysis indicating it is otherwise in the best interest of the
Government.

10.8.6. Changes in award criteria will be reflected in amendments to the solicitation. Since these
changes may impact cost comparison process milestones, the CSM SG must be advised.

10.8.7. Solicitations Involving Both Appropriated and Nonappropriated Fund Activities. When a
combination of appropriated fund (APF) and nonappropriated fund (NAF) work isincluded in asolic-
itation, specia considerations are required. The situation normally dictates that, if the activity is con-
tracted, both appropriated and nonappropriated funds will be used to pay for the cost of the contract.
Therefore, the PWS must clearly separate and identify the work associated with each type of fund and
the solicitation must direct prospective offerors to provide separate line item bids on each type of
work (i.e., APF and NAF work). The solicitation will include the current and projected operating cost
of Category B NAF activities and a statement that the contract/I SSA offer will not exceed these costs.

10.9. No Satisfactory Source In Response to the Solicitation .

10.9.1. If no responsive or responsible contract/I SSA offers are received in response to a solicitation,
the Government Cost Estimate remains unopened while the contracting officer makes adetermination
as to why acceptable responses were not received. Depending on the results of this review, the con-
tracting officer, in concert with the CSMSG, should (if feasible) restructure the requirement and reis-
sue or restructure the solicitation in an attempt to generate responsive or responsible contract/| SSA
offers.

10.9.2. If adecision is made to not restructure/reissue the solicitation or if a resolicitation does not
result in receipt of acceptable responses, the command XP notifies HQ USAF/XPM, in writing, that
no satisfactory commercial source is available. This notification must include either the command's
rationale for not restructuring/reissuing the solicitation or the command must describe the steps
attempted to receive such contract/I SSA offers. HQ USAF/XPM approval is required prior to
announcing a decision to implement the MEO without cost comparison due to non-responsive or
non-responsible contract/| SSA offers.

10.9.3. Upon HQ USAF/XPM written approva (with SAF/AQCO concurrence):
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10.9.3.1. For standard cost comparisons, an RCS: HAF-XPM(AR) 8001 memorandum is submit-
ted in accordance with Chapter 17 of thisInstruction. and the MEO isimplemented in accordance
with Chapter 19 of thisInstruction. (For streamlined cost comparisons and direct conversions, the
existing organization isthe MEQ.) All activities retained in-house must be performed according to
the requirementsin the PWS.

10.9.3.2. The CAMIS and AF IGCA Inventory are updated to reflect the results of the decision.
The CAMIS record is updated to reflect an entry of “N” in data element 39a and an entry must be
in the command comments, data element 16, to identify the date of the HQ USAF approva mem-
orandum. Also an RSC “U” isapplied to the authorizationsin the UMD to reflect there was no sat-
isfactory commercial source available. The use of this code is limited to five years unless
otherwise justified.

10.10. Right of First Refusal . The Right of First Refusal isin FAR Part 52.207-3 and required by the
Revised Supplemental Handbook to OMBC A-76. An extract is provided at Figure 10.2. The Right of
First Refusal appliesto all conversions from in-house to contract except conversion to NIB/NISH/JWOD
providers.

10.10.1. The Right of First Refusal requires contractors to give qualified civilian employees (as
defined in paragraph 1.3.3. of this Instruction but including term employees, permanent NAF employ-
ees or term NAF employees), adversely affected as a result of the conversion, the Right of First
Refusal for job vacancies under the contract to positions for which the employees are qualified. (See
Glossary for the definition of “adversely affected civilian employee”.)

10.10.2. Right of first refusal includes both directly affected civilian employees in the function being
converted to contract and affected civilian employees outside the function who are adversely affected
by the conversion.

10.10.3. Contracting officer and civilian personnel specialist responsibilities in implementing the
Right of First Refusal follow:

10.10.3.1. By thedate of conditional contract award, the civilian personnel specialist will give the
contracting officer an estimate of the number of civilian employees who may be adversely
affected as aresult of conversion to contract.

10.10.3.2. Assoon asthe civilian personnel specialist has identified the specific civilian employ-
ees who are scheduled to be adversely affected (typically within 10 work days after RIF notices
have been delivered) the civilian personnel specialist provides written notification to these
employees of their Right of First Refusal and invites these employeesto a meeting to explain their
rights. The contractor may be invited to attend this meeting.

10.10.3.2.1. The civilian personnel specialist gives the contracting officer a list of names of
adversely affected employees and certifies that the employees were given an invitation to the
meeting.

10.10.3.2.2. Thecivilian personnel specialist isresponsible for arranging the meeting with the
adversely affected civilian employees to explain their Right of First Refusal. The servicing
staff judge advocate and contracting officer will attend this meeting. The servicing staff judge
advocate will explain the Right of First Refusal clause to the employees.
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10.10.3.2.3. The contracting officer retains a list of names of all employees who actually
attended the meeting in the official contract file.

10.10.3.2.4. The civilian personnel specialist will work, in conjunction with the contracting
officer and the Transition Assistance Specialist, to obtain and distribute to employees contrac-
tor employment applications and to provide employees with the name and address of the con-
tractor for submission of their applications for employment. The employees will be told that
their applications must be in the hands of the contractor within two weeks (from the date they
receive the applications) in order to be considered for employment vacancies with the contrac-
tor according to the Right of First Refusal clause.

10.10.3.2.5. Within the time the contracting officer established pursuant to FAR 7.305(c), the
contracting officer will provide the contractor alist of names of all civilian employees sched-
uled to be adversely affected or separated as aresult of the contract.

10.10.3.2.6. The contractor will report to the contracting officer, within 120 days after con-
tract performance begins, the names of individualsidentified on the list who were hired within
90 days of the contract start date.

10.10.4. The responsibility for determining qualifications of adversely affected civilian employees
rests solely with the contractor. This determination is not subject to AF review.

10.10.5. If a contractor does not comply with the Right of First Refusal clause of the contract,
adversely affected employees are to notify their civilian personnel specialist.



AF138-203 19 JULY 2001

Figure 10.1. Overview of Source Selection Process.
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Figure 10.2. Right of First Refusal of Employment Clause (FAR Excer pt).
Excerpt From FAR Part 52.207-3
RIGHT OF FIRST REFUSAL OF EMPLOYMENT (NOV 1991)

(@) The Contractor shall give Government employees who have been or will be adversely affected or sep-
arated asaresult of award of this contract the Right of First Refusal for employment openings under the
contract in positions for which they are qualified, if that employment is consistent with post-Government
employment conflict of interest standards.

(b) Within 10 days after contract award, the Contracting Officer will provideto the Contractor alist of all
Government employees who have been or will be adversely affected or separated as aresult of award of
this contract.

(c) The Contractor shall report to the Contracting Officer the names of individuals identified on the list
who are hired within 90 days after contract performance begins. Thisreport shall be forwarded within 120
days after contract performance begins.
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Chapter 11

MANAGEMENT PLAN

11.1. General. This chapter provides policy and policy implementation on development of the Manage-
ment Plan. It also provides techniques that may be used and documentation required in the Management
Plan.

11.2. Policy.

11.2.1. A Management Plan will be developed for standard cost comparisons, streamlined cost com-
parisons and direct conversions; however, the contents of the Management Plan will vary according to
the type of CA initiative performed as follows:

11.2.1.1. Standard Cost Comparison. As aminimum, the Management Plan will include an MEO,
QASP, Government Cost Estimate, Transition Plan and any supporting documentation. For com-
petitions using the Cost/Technical Tradeoff acquisition approach, the Government must also sub-
mit a TPP as part of the Management Plan. The Management Plan documents the assumptions
used in its devel opment.

11.2.1.2. Streamlined Cost Comparison. As a minimum, the Management Plan will include a
Government Cost Estimate, QASP , Contract Transition Plan and any supporting documentation.
For competitions using the Cost/Technical Tradeoff acquisition approach, a government TPP is
submitted as part of the Management Plan; however, the SSA may not direct any changes to the
government’s TPP since it represents the current method of operations and cannot be modified
when performing a streamlined cost comparison.

11.2.1.3. Direct Conversion. As a minimum, the Management Plan will include a Government
Cost Estimate, QASP, Transition Plan and any supporting documentation.

11.2.2. Most Efficient Organization (MEO).

11.2.2.1. The MEO identifies essential requirements to be performed and determines perfor-
mance factors, organizational structure, staffing requirements, and operating procedures using
minimum resources for the most efficient in-house performance of the CA to reduce operating
costsin the AF budget. AF APPG should be reviewed for impacts on resource allocation. The cost
of the MEO may not exceed the current available funding.

11.2.2.2. MEO documentation reflects the organizational structure and minimum resources that
best meet the performance requirements of the PWS. The MEO becomes the basisfor the Govern-
ment Cost Estimate for cost comparison with a contractor.

11.2.2.2.1. The MEO must include a quality control program as required by solicitation. A
guality control program is not the same as a QA SP that isintended to determine if an in-house
or contract activity is meeting the requirement of the PWS. Instead it is an interna program
used by functional managers to ensure that MEOs are being effectively and efficiently accom-
plished on a daily basis based on the requirements and quality standards established in the
PWS. The authorizations necessary to staff this quality control program are included and
costed in the MEO staffing.
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11.2.2.2.2. The objective is to establish an in-house organization, together with an effective
guality control program, capable of meeting PWS requirements with minimum resource con-
sumption.

11.2.2.3. MEOs have an automatic blanket waiver to deviate from standard organizationa struc-
tures.

11.2.2.4. MEOs are developed by the servicing manpower and organization office in conjunction
with the functional OPR and servicing civilian personnel flight. MEOs are certified by the Chief
(or designated official) of the servicing manpower and organization office. MEO staffing is coor-
dinated with the servicing civilian personnel specialist to ensure required skills can be recruited to
ensure successful implementation of the MEO.

11.2.2.5. Military in MEOs. The conclusion that an activity may be performed by contract/ISSA
reflects a decision that the work need not be performed by military. Thusasageneral rule, military
arenot included in an MEO.

11.2.2.5.1. MEOs will be staffed with an all-civilian work force unless the inclusion of mili-
tary authorizations meets one or both of the following conditions:

11.2.2.5.1.1. Military authorizations exist in the current organization and including mili-
tary (or aportion of military) in the MEO will cost less than an al-civilian MEO.

11.2.2.5.1.2. Military will temporarily compensate for skills not sufficiently available in
the civilian labor market to ensure successful MEO implementation. Temporary is defined
aslessthan one year.

11.2.2.5.2. Military authorizationsin an MEO will:
11.2.2.5.2.1. Not exceed the number authorized in the current organization.
11.2.2.5.2.2. Not replace encumbered civilian authorizations.
11.2.2.5.2.3. Be established within the command’s grades allocation program.
11.2.2.5.2.4. Account for military skill and grade progression requirements.

11.2.2.5.3. A command-level approval waiver to use military in the MEO (regardless of rea
son) must be received by the installation before finalizing the MEO for review by the IRO.
Waivers are a part of the Management Plan and considered proprietary information until aten-
tative cost comparison decision has been determined.

11.2.2.5.4. Commands will forward a copy of the approved waiver as an attachment to a
memo (signed by the command XP) to HQ USAF/XPM addressing the potential military man-
power reprogramming impact to the AF FYDP. HQ USAF/XPMR will handle the waiver as
proprietary information until a tentative cost comparison decision has been determined.

11.2.2.6. For streamlined cost comparisons, the current organizational structureisthe MEO.

11.2.3. Quality Assurance Surveillance Plan (QASP). An organized, written document containing
sampling guides, checklists, and decision tables used for contractor or MEO quality assurance surveil-
lance. The QASP iswritten in compliance with FAR, as supplemented. If the method of surveillance
for the MEO will be different from that specified in the QASP for contractor surveillance, an MEO
QA SP must be developed and included in the Management Plan.
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11.2.4. Government Cost Estimate. An estimate of costs to the Government under an in-house MEO
or contract operation. These costs are developed in accordance with Chapter 12 of this Instruction
and may not exceed the current available funding as certified by the Financial Management Office.

11.2.4.1. For standard cost comparisons, the in-house cost estimate will be more cost effective
than the existing organization being cost compared as outlined in Figure 11.1. to ensure the results
of the cost comparison do not result in an increased cost to the Government.

11.2.4.2. The SSA may have access to the Management Plan but shall not review or have access
to the Government Cost Estimate until after the tentative cost comparison decision.

11.2.5. Transition Plan.

11.2.5.1. A written plan for the transition from the current organization to the MEO or contract/
ISSA performance designed to minimize disruption, adverse impacts, capitalization, and startup
requirements. The format used for Transition Plansis |eft to the discretion of the command.

11.2.5.2. The Transition Plan will include milestones to begin implementation after a fina cost
comparison decision and end when the MEQ isimplemented. It will allow for necessary personnel
actions, personnel moves, appropriate training (including any required certifications), as well as
non-personnel considerations such as materials and supplies, equipment, facilities, sub-contracts,
leases, environmental issues, safety and security, etc. It is also essential that the location of the
installation be a consideration, i.e., remote location.

11.2.5.3. If thetransition phase needs to be extended, then arequest with justification is submitted
from a command XP to HQ USAF/XPM for approval. HQ USAF/XPM’s written approval is
required and is maintained with the Transition Plan.

11.2.6. Supporting Documentation. Any other supporting documentation used for the devel opment of
the Management Plan will be maintained.

11.2.7. Development of the Management Plan may begin but will not be finalized until a PWS has
been completed.

11.2.8. Solicitation amendments must be reviewed for their potential impact on the Management
Plan.

11.2.9. The Management Plan is a procurement sensitive document and must be safeguarded until
comparison of the in-house cost estimate and the contract/I SSA offer.

11.2.10. The Management Plan will be delivered in a sealed and dated envelope to the contracting
officer prior to the time and date established for receipt of initial contract/I| SSA offers. For Cost/Tech-
nical Tradeoff acquisitions, it isessentia that:

11.2.10.1. There are two sealed envelopes--one containing the Government Cost Estimate and
another envel ope containing the remaining portions of the Management Plan.

11.2.10.2. The SSA shall not have access to the Government Cost Estimate.

11.2.11. TPP. A Government TPP is required only for acquisitions when a Cost/Technical Tradeoff
acquisition is used for the cost comparison process. The best contract/| SSA offer will then be com-
pared to the Government TPP. A Government TPP represents the Government’s technical proposal.

11.2.11.1. The Government TPP represents the technical approach and resources to be expended
by the Government in meeting the requirements of the PWS. It is prepared in accordance with the
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requirements in the solicitation and depicts the requirements in the MEO. There may be some
technical evaluation criteria that apply to the contract/I SSA offerors that will not apply to the
in-house TPP. The criteriathat do not apply are identified by the contracting officer.

11.2.11.2. The Government TPP is additionally used for evaluating the Government’s proposal
against the proposal of the contractor(s)/I SSA selected to compete against the Government to
ensure alevel playing field.

11.2.11.3. The TPP is considered a procurement sensitive document and is not releasable to the
public until afina cost comparison decision is determined. The TPP may not be releasable even
after the final cost comparison decision if release of the TPPislikely to adversely impact the com-
petitive position of an in-house offer in a future acquisition.

11.3. Policy Implementation.

11.3.1. Management Plan Description. The Management Plan reflects the scope of the PWS and iden-
tifies the organizational structures, staffing and operating procedures, equipment, transition and
inspection plans necessary to ensure that the in-house activity is performed in an efficient and cost
effective manner. AF may consider existing management reinvention, consolidation, re-engineering,
personnel classification, market and other analyses in the identification and development of the MEO.
The format at Attachment 7 is used for documenting the Management Plan.

11.3.2. When developing the MEO, the PWS performance standards, technical exhibits and other
RFP requirements are followed so that the basis for establishing in-house costs and contract price are
the same.

11.3.3. The Management Plan is a team effort which utilizes the talents of individuals with expertise
in management analysis, staffing, position classification, work measurement, value engineering,
industrial engineering, cost analysis, contracting, and the technical aspects of the functional area
under cost comparison. The objective of developing the Management Plan is to find new, innovative,
and creative ways to provide the required services in a cost-effective manner. The individuals desig-
nated to develop the Management Plan should be given freedom to be innovative and creative and to
develop a new organization that meets the quantity and quality standards of the PWS, except for areas
covered by law.

11.3.4. Relationship to Staffing and Standards. The estimated workload will be based on the PWS and
not on the current workload, staffing, or work methods. If an existing manpower standard or guide is
used, it may be necessary to make upward or downward adjustments. The adjustments are necessary
because existing standards or guides may be based on work elements or performance standards, or
describe work methods which may not be consistent with the PWS or conducive to a MEO. In devel-
oping the MEQ, there is no mandatory requirement to apply existing manpower standards or standard
manpower computational methodologies. However, annual civilian man-hour availability factors
directed by OMB, and published by AFMIA, are mandatory. For military, the AF annual military
man-hour availability factors are used.

11.3.5. Employee and Labor Union Involvement in Management Plan Development. L abor organiza-
tions, in their representational capacity, on behalf of directly affected civilian employees, may partic-
ipate in the development and preparation of the Management Plan but only to the extent of providing
technical support to management who actually develops the Management Plan. At least monthly dur-
ing development of the Management Plan, management solicits the views of the directly affected
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civilian employees and their representatives for recommendations to improve the method of operation
(10 USC 2467). They may participate in meetings in an advisory capacity except where management
decisions are made or source selection information is discussed. Directly affected employees not rep-
resented by labor unions may appoint a representative(s). Final decisions regarding the Management
Plan are at the discretion of management.

11.3.6. Contractor assistance in developing portions of the Management Plan is permitted as long as
their company will not be submitting an offer for the workload.

11.3.7. Resources Specifiedin MEO.

11.3.7.1. The MEO will reflect only approved resources, which may include resources from other
commands, services, or Federal agencies.

11.3.7.2. The commander ensures the resources (facilities, equipment, and manpower) specified
in the MEO will be available to the in-house operation.

11.3.7.3. For standard cost comparisons, the MEO must be more cost effective than the existing
organization as modified to reflect the requirements of the PWS (Figure 11.1.).

11.3.7.3.1. Step 1: Develop Manpower Cost for the Current Organization. Prior to develop-
ment of the performance work statement, cost the manpower for the current organization.

11.3.7.3.1.1. This costing will include the cost of current and programmed UMD man-
power authorizations as well as known manpower adjustments not currently shown on the
UMD. Also included are other sources of manpower used by the activity, including civil-
ian over-hires, borrowed and detailed personnel, etc. Omit these latter sources of man-
power when their sole purpose is temporary augmentation of vacant manpower
authorizations.

11.3.7.3.1.2. Current Organization Costing: Using COMPARE establish the same
base-year and performance periods to be used in developing the Government Cost Esti-
mate as for a cost comparison. Using COMPARE, cost the manpower for the current orga-
nization by completing Line 1 (Personnel Costs) of the COMPARE CCF. Do not cost any
other lines. COMPARE will automatically compute Liability Insurance costs (COMPARE
CCEF line 3), Overhead costs (COMPARE CCF line 4) and Out-Year Inflation costs for
these positions. The total on Line 8 of the printed COMPARE CCF represents the cost of
manpower in the current organization, and is used as the cost of the current organization to
be compared to the cost of manpower in the MEO, when developed.

11.3.7.3.1.3. Include this cost in the Command’'s A-76 Candidate Submission Package
(Chapter 5). After HQ USAF/XPM approval of a candidate is received, proceed with the
COSt comparison process.

11.3.7.3.2. Step 2: Cost Adjustments To the Announced Organization. If changes to authori-
zations are made by a command after announcement and approved by HQ USAF/XPM (in
accordance with Chapter 5), adjustments to the cost of the current organization (as estab-
lished in Step 1) are required. Based on these changes, it may be necessary to adjust the PWS.

11.3.7.3.3. Step 3: Develop An All-Civilian MEO and Cost MEO Manpower When Required
Skills Can Be Recruited. The all-civilian MEO is developed to support PWS requirements.
Develop the cost of the MEO civilian manpower only when a labor market analysis (con-
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ducted by the servicing civilian personnel flight) indicates the MEO-required skills can be
recruited. When pricing the cost of manpower, use COMPARE and establish the same
base-year and performance periods established in Step 1. Complete only line 1 (Personnel
Costs) of the COMPARE CCF. Do not cost any other lines. COMPARE will automatically
compute Liability Insurance costs (COMPARE CCF line 3), Overhead costs (COMPARE CCF
line 4) and Out-Year Inflation costs for these positions. The total on Line 8 of the printed
COMPARE CCF represents the cost of manpower in the MEO, and is used for comparison
with the cost of manpower in the current organization.

11.3.7.3.4. Step 4: Develop A Military/Civilian MEO (Optional). Modify the MEO to include
military authorizations (optional step). Military may only be considered for inclusion in an
MEO under the one or both of the following two conditions:

11.3.7.3.4.1. Military authorizations exist in the current organization and including them
in the MEO will make the MEO more cost effective than an all-civilian MEO. A selective
approach rather than a one-for-one approach should be used to include military authoriza-
tionsinan MEO. The number of military positionsincluded in the MEO cannot exceed the
number of military authorizations currently authorized, must not replace encumbered
civilian authorizations, must be within the command’s grades allocation program, and
account for military skill and grade progression requirements.

11.3.7.3.4.2. Insufficient civilian skills or difficult to recruit civilian skills exist in the
civilian work force to staff an all-civilian MEO. Temporary military positions may be
included in the MEO (a number necessary to ensure MEO implementation), which will be
phased out over the anticipated time necessary to hire/train/certify civilians to staff the
MEQO. Identification of difficult to recruit civilian skillsis determined by a labor market
analysis conducted by the servicing civilian personnel flight. Servicing civilian personnel
flight certification regarding the availability of civilian skills will be required as a part of
the waiver request. They are costed as military positions in the MEO until they can be
phased out and replaced with civilian positions. The number of military positionsincluded
in the MEO cannot exceed the number of military authorizations currently authorized,
must not replace encumbered civilian authorizations, must be within the command’s
grades alocation program, and account for military skill and grade progression require-
ments.

11.3.7.3.4.3. If one or both of the two conditions above exist, a command-level waiver to
use military in an MEO is required before finalizing the in-house cost estimate. (Figure
11.2)

11.3.7.3.4.4. When including military positions in the MEO:

11.3.7.3.4.4.1. 1t may increase the size and/or cost of the MEO to a number higher
than an all-civilian MEO due to additional manpower actions associated with military
(i.e, skill level training, PCS moves, mobilization requirements, professional military
training, READY requirements, military detals, etc.).

11.3.7.3.4.4.2. Dependent upon the specific location, the MEO manning must account
for OPSTEM PO or PERSTEMPO.

11.3.7.3.4.4.3. Establish amilitary structure that is within acommand’s grades alloca-
tion program and accounts for military skill and grade progression regquirements (e.g.,
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do not arbitrarily establish all enlisted positions at the 7 and 9 skill level without the
appropriate number of 3 and 5 skill levels). These progression requirements must be
included and costed as part of the MEO.

11.3.7.3.4.4.4. Obtain command-level approval to ensure the military structure estab-
lished for the MEO is within the command’'s military grades allocation program, and
that proper consideration has been given to military skill and grade progression
requirements.

11.3.7.3.4.5. Costing the Military/Civilian MEO. Using COMPARE, establish the same
base-year and performance periods established in Step 1. Cost the manpower for the MEO
by completing line 1 (Personnel Costs) of the COMPARE CCF. Do not cost any other
lines. COMPARE will automatically compute Liability Insurance costs (COMPARE CCF
line 3), Overhead costs (COMPARE CCF line 4) and Out-Year Inflation costs for these
positions. The total on Line 8 of the printed COMPARE CCF represents the cost of a mili-
tary/civilian mix of manpower in the MEO and is used for comparison with the cost of an
All-Civilian MEO developed in Step 3.

11.3.7.3.5. Step 5: Compare Costs. Compare the cost of the MEO manpower in Step 3
(All-Civilian MEO, when devel oped), and Step 4 (Military/Civilian MEO, when devel oped) to
the cost of manpower in the current organizationin Step 1 (or Step 2, if adjusted). When mili-
tary are included in the MEO to decrease the cost of the MEO, the most cost effective MEO
developed in either Steps 3 or 4 must be used for comparison against the current organization.
However, if required civilian skills cannot be recruited, the civilian/military MEO devel oped
in Step 4 isused for comparison against the current organization.

11.3.7.3.6. Step 6: Certify the MEO. Obtain commander’s approval to certify the MEO iden-
tified in Step 5.

11.3.7.3.7. Step 7: Obtain a Waiver To Use Military In An MEO (if applicable). Installations
request a waiver to use military in an MEO to the command (Figure 11.2.). Waivers must be
approved at the command level before compl eting the in-house cost estimate for review by the
IRO. The installation waiver request for including military in the MEO must include their
rationale for including military in the MEO (i.e., less cost, insufficient skills), must include the
exact number of military (including grades and skills), and the required documentation. Com-
mands may not approve blanket military in MEO waivers for their command nor can they
approve awaiver before the installation forwards the required justification. These waivers will
be handled as proprietary information. As soon as the waiver is approved, commands will for-
ward a copy of the approved waiver as an attachment to a memo (signed by the command XP)
to HQ USAF/XPM addressing the potential military manpower reprogramming impact to the
AF FYDP. This memo will be handled as FOUO since the MEO is considered procurement
sensitive information.

11.3.7.3.8. Step 8: Complete the Government Cost Estimate. Compl ete the Government Cost
Estimate once personnel costs are acceptable to the commander (entered on Line 1 of the
COMPARE CCF). Complete the remaining COMPARE CCF line numbers, in accordance
with COMPARE costing guidance, to reflect the total estimated cost of Government and con-
tract performance.
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11.3.8. Organization and Position Structuring. Once PW S workload requirements are determined, an
organizational configuration and position structure which best meets the PWS workload is designed.
The new organizational structure, included in the Management Plan, is submitted with the completed
COMPARE CCF to HQ USAF/XPMR, via RCS: HAF-XPM(AR) 8001 memorandum (Attachment
4).

11.3.8.1. The new organization and position structure arranges the PWS workload in the most
efficient manner. The workload is divided according to skill levels required. Supervisory and
administrative support requirements (not a part of operations overhead) are included. Consider-
ationisalso given to multi-skilled positionsto fully utilize employees; the best mix of work sched-
ules for accomplishing the workload, i.e., full-time, part-time, and intermittent; the use of
overtime (unscheduled, seasonal, or peak workload), and functional cross utilization of personnel
within the MEO.

11.3.8.2. In developing a position structure, position descriptions may have to be written or
rewritten. The servicing civilian personnel flight ensures proper structuring (design) of positions
according to pay plan [Genera Schedule (GS), Federa Wage System (FWS)] and other occupa-
tional series and grade. The Services Human Resource Office ensures proper structuring (design)
of NAF employee position guides.

11.3.9. MEO Impact on Other Activities. If the Management Plan identifies a need for fewer people
in the activity, resource impacts on other support activities should be identified. These impacts are not
used in development of the Government Cost Estimate.

11.3.10. Contingency Planning. The Management Plan should include a plan to meet emergency Sit-
uations.

11.3.11. Intraservice or Interservice Support Agreements and Contracts. The Management Plan will
consider the continuing requirement for or changes to any existing support contracts or support agree-
ments. It is necessary to identify the man-hours and obtain the resources (from the organizations
receiving the support) to be expended under existing or anticipated support agreements.

11.3.12. Productivity Enhancing Capital Investment (PECI) Programs. PECI may be used either
before an A-76 initiative is announced or after an A-76 initiative is completed.

11.3.13. Waivers.

11.3.13.1. Asindicated in Chapter 9 of this Instruction, every effort should be made to eliminate
compliance with regulatory policy and procedures when more efficient and cost-effective ways
are known and adequate measurable standards are developed. Waivers will be obtained before
final approval of the MEO.

11.3.13.2. Waiver requeststo AF Instructions, Policy Directives, etc., will be submitted in writing
by the command-level functional OPR to the HQ USAF functional OPR for the specific instruc-
tion, policy directive, etc.

11.3.13.3. A command-level waiver isrequired to use military in the MEO (paragraph 11.2.2.5.3.
and 11.3.7.3.4.3. of thisInstruction).

11.3.13.4. Policy and procedural waivers to this Instruction must be requested in writing by the
command XPM to HQ USAF/XPMR. Written HQ USAF/XPMR approva must be received by
the command prior to proceeding with any action that deviates from this Instruction.
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11.3.13.5. Towaive the cost comparison process, see Chapter 21 of this Instruction.

11.4. Sudy Methods . Specific techniques used to devel op the Management Plan can include work mea-
surement, value engineering, methods improvement, organizational analysis, position management, sys-
tems and procedures analyses, functional process improvement, etc. The techniques chosen depend on the
type of function involved and the data, time, and personnel resources available. Some of the techniques
are outlined below; however, details on applying the techniques may be obtained from many management
textbooks. A useful source for these techniques may be found in AFI 38-208; Air Force Management
Engineering Program (MEP), however, the use of AFI 38-208, is not mandatory.

11.4.1. Analysis Techniques. There are several specialized analysis techniques which can identify
problem areas, duplication of effort, layering of supervision, lost motion, need for delegation, ineffi-
cient methods, etc. These techniques include, but are not limited to, activity-based costing (ABC),
flow process charting, layout analysis, systems and procedures analyses, process measurement analy-
sis, work distribution analysis, linear responsibility charting, functional models, and program evalua-
tion review techniques. ABC process modeling can be used to develop the Management Plan even
though the actual costing of the in-house offer must use the A-76 costing methodology outlined in this
Instruction.

11.4.2. Operational Audits. An operational audit may be used when there is insufficient time or
expertise available for more precise techniques. The operational audit requires informed objective
judgments by analysts and functional personnel. Staffing by operational audit may also include posi-
tions required by law and regulation. The basis or reasoning used for the operational audit should be
described in the cost comparison process.

11.4.3. Statistical Techniques. Statistical techniques generally use historical data to generate work-
load and staffing projections. They are useful where historical workload and staff hour data are avail-
able or can be developed. Statistical techniques offer rapid coverage and accurate workload and
staffing projections. These data can provide a useful base from which to compare the savings of new
ways of doing the job.

11.5. Performance Indicators. The performance requirements of the PWS are devel oped during the ini-
tial job analysis phase of PWS development. However, these requirements pertain only to final outputs
and assume the contractor will develop and operate an organization to meet these performance require-
ments. Therefore, it may be necessary to develop performance indicators for functions below the final
output level to assist in developing the MEO. The most direct way of evaluating performance is to count
output units and compare them to some predetermined requirements. Similarly, resource requirements can
be predicted by comparing each person’s average outputs to projected workload. In some cases, output
measures which are easily counted may be difficult or impossible to obtain. In all cases, however, indica
tors of performance should be devised. These performance indicators should reflect the quantitative, as
well as qualitative, aspects of organizational output. When quantitative measures are not feasible, other
measures, such as, effectiveness, timeliness, or quality, should be used.

11.5.1. Quantitative Measures. Examples of a measure of level of effort or work actually performed
include the number of windows repaired, job orders completed, items issued, and lines typed. Exam-
ples of ameasure of how well outputs were produced against a standard include the item reject rates,
number of customer complaints, and accidents per mile. Many times the qualitative standard should
be a written description of the results of the work.
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11.5.2. Timeliness Measures. Examples of a measure of the average elapsed time to complete awork
unit compared to arequirement include the response time, average time to effect supply issue, average
time between submission of awork request, and completion of work.

11.5.3. Effectiveness Measures. Examples of a measure of mission performance include the percent
of items inoperable due to nonavailability of repair parts, equipment deadline rates, pest infestation
rate, and percent service utilization.

11.5.4. Total Cost Measures. Costs can be measured on a total or unit cost basis.
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Figure 11.1. Overview of The MEO Development Process.
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Figure 11.2. Waiver Request To Include Military In MEO.
FOR OFFICIAL USE ONLY
Unclassified Sample

Military-in-M EO Waiver Request Example

FROM: (Installation)
TO: (Command/XPM)
SUBJECT: Waiver Request To Include Military In (Cost Comparison Title) MEO

1. The (XXX) Wing Commander certifies that analysis indicates that including military in subject cost
comparison MEO will be more cost effective than the current organization or an All-Civilian MEO. We
estimate approximately (X) military will be required to staff the MEO in case the MEO wins when the
cost comparison between in-house and contract performance is conducted on (cost comparison decision
date). Supporting data is available upon request.

2. Thisinformation is considered proprietary information until the cost comparison is compl eted.
3. The Servicing Manpower and Organization Office OPR is (rank, name, DSN, FAX, e-mail address).
or

1. The (XXX) Wing Commander certifies that analysisindicates that including military in subject cost
comparison MEO is essential to ensure the MEO can beimplemented. The (XXX) Civilian Personnel
Flight certifies, based on alabor market analysis, that insufficient skills are available in the Federal Gov-
ernment to staff the MEO in atimely manner. The Transition Plan includes the appropriate phase-out of
military and phase-in of civilians as indicated on the chart below in case the MEO wins when the cost
comparison between in-house and contract performance is conducted on (cost compar ison decision
date). Supporting data is available upon request.

Officer Enlisted AFFAC PEC Fiscal Year

Tota
2. Thisinformation is considered proprietary information until the cost comparison is compl eted.

3. The Servicing Manpower and Organization Office OPR is (rank, name, DSN, FAX, e-mail address)
and Servicing Civilian Personnel Flight OPR is (rank, name, DSN, FAX, e-mail addr ess).

Signature

FOR OFFICIAL USE ONLY
Unclassified Sample
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Chapter 12

DEVELOPMENT OF GOVERNMENT COST ESTIMATE
Section 12A—Overview of Costing Policy I mplementation

12.1. Overview. This chapter provides the policies and instructions for developing, documenting and
comparing the relative cost of in-house versus contract/| SSA performance. The instructions in this chap-
ter recognize the absence of a uniform accounting system throughout the Federal Government and are
intended to establish a practical level of consistency to assure that all substantive factors are considered.

12.2. Palicy.

12.2.1. Unless otherwise provided by this Instruction, the costing instructions in this chapter shall be
used to determine the cost effectiveness of converting a commercial activity to or from in-house or
contract/ISSA performance.

12.2.2. The AF developed OMB Circular A-76 Cost Comparison Software Program (COMPARE)
shall be used for all commercial activity cost comparisons unless formally waived by HQ USAF/
XPMR.

12.3. Outlineof Costing.

12.3.1. This chapter is organized by the major subjects to be considered when developing the Gov-
ernment Cost Estimate. Generally, these subjects follow the line-by-line progression of the COM-
PARE automated CCF (hereafter referred to as the COMPARE CCF) (Figure 12.24.). The
COMPARE CCF reflects the Government Cost Estimate for both in-house and contract/I SSA perfor-
mance and is the basis for determining who wins the competition (i.e., in-house or contract/ISSA).
The costing instructions addressed in this chapter apply to al cost comparisons, even when COM-
PARE is not used to develop the Government Cost Estimate.

12.3.2. Section 12B provides genera instructions for developing the Government Cost Estimate.
Section 12C provides Instructions for developing the cost of in-house Government performance. Sec-
tion 12D provides Instructions for developing the cost of contract/ISSA performance. Section 12E
provides Instructions for computing the minimum conversion differential and determining the cost
comparison decision.

Section 12B—General | nstructions

12.4. General. This section provides general instructions for developing the Government Cost Estimate,
and appliesto development of both Government in-house and contract/I SSA performance costs.

12.4.1. Common Costs. Government costs that will be the same for either in-house or contract/| SSA
performance are not computed, but are identified in the Management Plan. Examples of common or
“wash” costs are costs associated with Government-furnished equipment, facilities and materials.

12.4.2. Property Standby Costs. Standby costs are costs incurred for the upkeep of property in
standby status. These costs neither add to the value of the property nor prolong its life, but keep it in
efficient operating condition or available for use. When an in-house activity is terminated in favor of
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contract/ISSA performance and an agency elects to hold Government equipment and facilities on
standby solely to maintain performance capability, the standby costs are not charged to the cost of
contract/ISSA performance since this is a management decision.

12.4.3. Rounding Rule. All entries on the COMPARE CCF are rounded to the nearest dollar.
Amountsfrom 50 to 99 cents are increased to the next dollar and amounts under 50 cents are dropped.

12.4.4. Prorating Performance Periods. When the first period of performance is less than afull year,
all cost elements, except one-time conversion costs, are prorated according to the number of months
in the first performance period.

12.4.5. Cost Comparison Documentation. Develop backup documentation, as appropriate, to explain
the makeup of entries in the COMPARE CCF. To the maximum extent possible, the documentation
should support the cost comparison without further explanation. The documentation enables a
reviewer to track the computations from start to finish. The COMPARE software program automati-
cally develops amagjority of the backup documentation required for each line of the COMPARE CCF.
There may, however, be arequirement to explain certain entries and/or calculations performed outside
the program (e.g., computations associated with the average annual cost of vehicle fuels and/or lubri-
cants based on miles driven). COMPARE provides the capability to document, within the program,
any additionally required explanations.

12.4.6. Cost Factors and Rates. This chapter identifies certain standard cost factors and rates that
must be applied when developing the Government Cost Estimate. AFMIA/MIC maintains the most
current cost factors and rates on the AFMIA Home Page (http://www.AEMIA .randolph.af.mil).
Before beginning development of the Government Cost Estimate, check the AFMIA Home Page to
ensure you have the most current cost factors and rates. Updates to standard cost factors and rates are
effective immediately upon issuance and apply to all cost comparisons where the Government’s
in-house cost estimate has not been publicly revealed.

12.4.7. Base Year Costs. Base year costs refer to the day, month, and year when prices used to
develop the base year Government Cost Estimate were current. All costs (e.g., civilian salaries and
hourly wage rates, military composite rates, supply/material costs, etc.) must be as of the same base
year to ensure uniform application of inflation factors during the first and subsequent performance
periods. Also, base year costs should not be older than one year from the start of the first performance
period.

12.4.8. Application of Inflation Factors. Inflation factors are applied to the base year costs to account
for inflationary cost increases during the first and subsequent performance periods of a cost compari-
son. There are some situations when inflation factors are not applied; these are identified in solicita-
tionsthat include a Fair Labor Standards Price Adjustment clause (i.e., an escalation provision) where
offerors are instructed to exclude escalation costs from certain labor and materiel categories beyond
thefirst performance period. Consult with the Contracting Officer to determine which labor and mate-
riel categories are covered by an escalation provision. For purposes of this Instruction and the COM-
PARE software program, the terms escalation provision and economic price adjustment (EPA) are
Synonymous.


http://www.AFMIA.randolph.af.mil

AF138-203 19 JULY 2001

Figure 12.1. Inflation Matrix.

" INFLATION MATRIX

LINE NUMBER AND COST ELEMENT

OUTYEAR INFLATION

YES

NO

IN-HOUSE PERFORMANCE COSTS

1. Personnel Costs

X
(If positions are not covered by
an Escalation Provision*)

X
(If positions are covered
by an Escalation
Provision*)

2. Material & Supply Costs

X
(If materials and supplies are
not covered by an Escalation
Provision™®)

X
(If materials and
supplies are covered by
an Escalation

Provision*)
3. Other Specifically Attributable
Costs
a. Depreciation X
b. Minor Items X**
c. Rental Costs X
d. Maintenance and Repair X
e. Utilities X
f. Insurance
(1) Casualty X
(2) Liability X
g. Travel X
h. Other Costs
(1) Purchased Services X
(Except when projected contract
costs for each performance period
are known and/or labor costs are
not covered by an escalation
provision*)
Determined on a Case-by-
(2) Other Miscellaneous Case Basis Determined on a Case-
Costs by-Case Basis
4. Overhead Costs X
5. Cost of Capital X
6. One-Time Conversion Costs X
-1 (ENRC)
7. Additional Costs X
8. Total In-House Costs ' X

11
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Figure 12.1. Continued.
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INFLATION MATRIX (Continued From Previous Page)

OUTYEAR INFLATION

LINE NUMBER AND COST ELEMENT

YES

NO

CONTRACT PERFORMANCE COSTS

9. Contract or ISSA Price

10. Contract Administration
a. Personnel Costs
b. Material and Supply Costs
c. Other Specifically Attributable
Costs
(1) Depreciation
(2) Minor ltems
(3) Rental Costs
(4) Maintenance and Repair
(5) Utilities
(6) Insurance
(a) Casualty
(b) Liability
(7) Travel
(8) Other Costs

x X

*%

X XX XX

X
Determined on a Case-by-
Case Basis

X

Determined on a Case-
by-Case Basis

11. Additional Costs

X

12. One-Time Conversion Costs
a. Severance Pay
b. Other Costs

13. Gain on Assets

14. Federal Income Tax (Deduct)

15. Total Contract or ISSA Costs

X[ XXX X

Explanations

*Escalation Provision. See paragraph 12.4.8. of this Instruction

**Minor ltems: When computing casualty insurance, the cost of minor items is inflated for all
years in the cost comparison, using the appropriate inflation factor(s) for each year. However,
when computing the annual 10% replacement cost of minor items, the cost of minor items is
inflated for each year in the cost comparison using the first performance period factors only;

outyear inflation factors are not applied.

***For in-house to contract cost comparisons, one-time conversion costs included on this line (if

any) are not inflated.
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12.4.9. Cost Comparison Period. Cost comparisons will be based on at least athree-year period (e.g.,
aone year basic performance period and two option year periods). The cost comparison period should
match the period of the contract plus options as reflected in the contract solicitation. Performance
periods for cost comparisons may be in excess of five years when approved by HQ USAF/XPM (see
paragraph 10.2.5. of this Instruction). A command request to exceed five years must include justifica-
tion by the command XP stating that no known cost comparison advantage will be conveyed to the
in-house or contract/I SSA offer by the extension.

12.4.10. Minimum Cost Differentials.

12.4.10.1. Cost margins are established that must be exceeded before converting an activity to or
from in-house, or contract/I SSA performance. These margins are established to ensure the Gov-
ernment will not convert for minimal savings.

12.4.10.2. The minimum cost differential isthelesser of 10% of in-house personnel costs(Line 1)
or $10 million over the cost comparison period. Factors such as decreased productivity and other
costs of disruption that cannot be easily quantified at the time of the cost comparison are included
in this differential.

12.4.11. Cost of Conducting the Comparison. The cost of conducting a cost comparison is not added
to the Government Cost Estimate or contract price. Thisis an administrative expense associated with
good management practices and isirrelevant to the cost of performance.

12.4.12. Retained Grade and Save Pay. Retained grade and save pay are not included in the Govern-
ment Cost Estimates. Activities are encouraged to seek their most efficient organization (MEO), with-
out penalty of historical inefficiencies. Only the positions in the MEO are costed and those positions
are costed at the average grade steps prescribed in this chapter.

12.4.13. Incentive Separation Pay . Incentive pay (e.g., VSIP, VERA, etc) offered employees as an
inducement for resignation or early retirement are not included in the Government Cost Estimate.
These types of pay are considered a discretionary good business practice and are independent of the
decision to conduct a cost comparison.

Section 12C— Developing the Cost of Government | n-House Performance

12.5. QOutlineof Paolicy I mplementation. In-house performance costs are based on the same level of
effort and work identified to the potential contractor/ISSA offerorsin the PWS and other solicitation doc-
uments, and includes estimates of all significant and measurable costs.

12.5.1. The estimated cost of in-house performance is developed and recorded on the COMPARE
CCF (Figure 12.24.) asfollows.

12.5.1.1. Personnel Costs (Line 1). This line includes the cost of all direct in-house labor and
supervision, including quality control personnel, necessary to accomplish the requirements speci-
fied inthe PWS. Also included are other local personnel costs expended in operation of the activ-
ity or that would change if performance is converted to or from in-house, contract or ISSA. These
latter costs are not part of the 12% overhead factor. They include management and oversight activ-
ities, such asdirect and indirect managers and supervisors above the first line supervision who are
essential to the performance of the function(s) being competed, personnel support, environmental
or OSHA compliance management, etc. These positions may or may not be 100% dedicated to the
activity being competed. Where a position(s) is not 100% dedicated to the activity being com-
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peted, its cost is prorated to Line 1 according to the amount of dedicated time. For example, a
GS-13 position spends 20% of its time performing management oversight of an activity being
competed; the prorated cost of this position would be entered in Line 1 as .20 FTEsin the grade of
GS-13. For in-house cost estimates that assume amix of in-house labor and existing MEO subcon-
tract support, Line 1 aso includes the cost of labor for administration of those support subcon-
tracts.

12.5.1.1.1. Appropriated Fund Civilian Positions. These positions include salaries, wages,
fringe benefits, and other entitlements, such as uniform allowances and overtime. These costs,
determined by the required civilian grades and series, are based on the work described in the
PWS and the MEO (determined by the Management Plan) rather than on the current organiza-
tional structure.

12.5.1.1.2. Nonappropriated Fund (NAF) Civilian Positions. These positions also include sal-
aries, wages, fringe benefits, and other entitlements. However, unlike appropriated fund posi-
tions, average salary, wage, fringe benefit factors are not applied. Instead, locally determined
cost estimates are used. Instructions for devel oping these estimates are provided in subsequent
paragraphs.

12.5.1.1.3. Military Positions. The conclusion that an activity may be performed by contract/
ISSA also reflects a decision that the work need not be accomplished by military personnel.
Military positions will not be included in a cost comparison unless approved by the command.

When approved, military positions are costed using the military standard composite acceler-
ated rates provided by AFMIA/MIC.

12.5.1.1.4. Estimating Contract Administration Positions for MEO Subcontracts. Table 12.5.
may be used to estimate the number of contract administrators required to support any existing
MEO subcontracts based on the estimated number of contract employees or CMEs involved.
Note: Contract Administration Positions for MEO subcontracts are not included when: (1)
existing contracts will be made available to a perspective contractor/I SSA offeror, or (2) exist-
ing MEO subcontracts are being resolicited as part of the solicitation on the basis of an "any or
al" offer, and separate line item bids are being requested for the workloads performed by the
in-house work force and the MEO subcontracts. Under this situation, the cost comparison is
l[imited to comparing the costs of performing the MEO in-house work force workloads and
contract/| SSA offers received for that same workload.

12.5.1.1.5. Converting Productive Work Hours to Full Time Equivaents. When productive
work hours are reflected in the Management Plan, these work hours need to be converted to
full-time equivalents (FTES) (i.e., positions). For full-time civilian, part-time, and temporary
positions, total hours required are estimated by skill and divided by the OMB-directed value of
1,776 annual available hours to determine the number of positions required. For intermittent
positions to be expressed in FTES, total hours required are estimated by skill and divided by
the OMB-directed value of 2,007 annual available hoursto determine the number of positions
required; these available intermittent hours exclude annual leave, sick leave, administrative
leave, training, and other nonproductive hours. The differences in civilian available time are
due to differences in nonproductive time between the different type of positions. For military
positions, each Service establishes the annual available hours to be used for converting work
hours to FTEs. Within the AF, this value, established at Attachment 2 to AFI 38-201, Deter-
mining Manpower Requirements, is 1,818 annual available hours. Updates to these and all cost
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comparison factors and rates are maintained on the AFMIA Home Page
(http://mww.AEMIA .randolph.af mil).

12.5.1.1.6. Staffing for Varying Workload Requirements. When PWS workload requirements
vary for the various performance periods, staffing requirements may need to be developed for
each performance period.

12.5.1.1.7. Documenting Base Year Personnel Requirements and Costs. Figure 12.2. pro-
vides the worksheet format (with example entries) to be used to reflect base year personnel
costs. Instructions for completing the worksheet are in the succeeding paragraphs.



http://www.AFMIA.randolph.af.mil

116

Figure 12.2. Base Year Personnel Costs Wor ksheet.

AF138-203 19 JULY 2001

LINE 1
BASE YEAR PERSCNNEL COSTS WORKSHEET
(BASE YEAR IS AS OF: 08/01/96)
PERFORMANCE PERICDS OOVERED: ALL
(A) B) [(»} [0)} (E) (F) (9] ()] (49}
ANNUAL
NUMBER SALARY/MWAGES FRINGE BENEFITS OTHER
POSITION GRADE/ FTES (C X ANNUAL OTHER BASIC PAY R FICA PAY & PERSONNEL COST

TITLE R ILL STEP REQUIRED PAY RATE)  ENTITLEMENTS O +E) (F x RATE) MEDICARE (FGHD)

GS PAY CATEGORY

*CLERK TYPIST GSU3/5 1.000 18461.00 0.00 18461.00 5990.59 0.00 24451.59

*CLERK TYPIST GSU3/5 0.249 4422.86 0.00 W22.8 338.3%5 0.00 4761.21

C(INTERMITTENT) (500 Hrs) .

*STENOGRAPHER GS04/5 1.000 20726.00 0.00 20726.00 675.59 0.00 27651.59
CAVERA OPERATCR  GSO7/5 1.000 28720.00 0.00 28720.00 9319.64 558.44 38598.08
CAMERA OPERAT(R  GSO7/5 1.000 28720.00 0.00 28720.00 9319.64 0.00 38039.64
VIDEO CPERATCR GS07/5 0.001 28.72 0.00 B.72 2.20 0.00 30.92

(TEVPCRARY)

ALDIO TECHNICIAN  GSO08/5 2.000 63618.00 0.00 63618.00 20644.04 0.00 84262.04
*CHIEF ENGINEER GS09/5 1.000 35133.00 0.00 35133.00 11400.66 0.00 46533.66
*ART DIRECTCR GS11/5 1.000 42500.00 0.00 42509.00 137%%.17 0.00 56303.17
*PRCDUCER GS12/5 1.000 5048.00 0.00 50%48.00 16532.63 0.00 67480.63
SUB-TOTALS FCR GS 9.50  293286.58 293286.58 94067.51 558.44 38M12.53
FWS PAY CATEGRY
*ELECTRICIAN HELPER WG04/4 0.29 6138.00 0.00 6138.00 460.56 0.00 6607.56

(INTERMITTENT) (600 Hrs)

ELECTRICIAN WG08/4 0.500 13461.15 0.00 13461.15 4368.15 0.00 17829.30
*MAINT TECHNICIAN  WG08/4 2.000 53844.60 0.00 53844.60 17472.58 3402.64 74719.82
*MAINT TECHNICIAN  WG08/4 1.000 26922.30 2100.17 29031.47 942071 1701.32 40153.50
*MAINT FOREMAN WS06/4 1.000 3325.04 0.00 3325.04 10781.53 0.00 44006.57
SUB-TOTALS FOR WS 4.79%9 133591.09 2109.17 135700.26 42512.53 5103.96 183316.75
TOTALS 14.049 426877.67 2109.17 428566.84 136580.04 5662.40 571229.28
FOOTNOTES:

1. Position Title or Skill. Positions not stbject to an Econamic Price Adjustment (EPA), if any, are identified with an asterisk (*).
2. Amual SalaryMages. This colum is computed by muttiplying colum C times the amual pay rate, except for intermittent employees
where hours are used. Also, military salaries (when shown) are standard catposite accelerated rates that already include costs associated
with Colums E, G, and H.

3. NAF Pay Category. Costs shown under colums G and H for NAF positians (when listed) include FICA and other locally

determined fringe berefit costs. A single standard factor is not aplied.

12.5.1.1.7.1. Position Title or Skill--(Column A). For civilian positions, enter the posi-
tion’s title as shown in the civilian position description. For military positions, enter
assigned military title. Title may be abbreviated if required.

12.5.1.1.7.2. Grade and Step--(Column B). For appropriated fund civilian positions, enter
the position’s pay plan and grade, as shown in the civilian position description. Also, enter
the step for each position. For example, aGS 2 isentered as GS02/5, and aWG 6 isentered
as WG06/4. For NAF positions, only the grade is entered; a grade step is not entered. For
example, an NAF position with a grade of NA 1 is merely entered as NAOL. For military
positions, enter only the military rank; for example, a TSgt position is entered as E-6.
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12.5.1.1.7.3. Number FTEs Required--(Column C). Enter the FTEs required for each
grade. Specifically identify the temporary and intermittent appropriated fund employee
FTEs; express partia FTEs to 3 decimal places; thisisimportant for later fringe benefit
calculations since intermittent and temporary employees get fewer benefits than full-time
and part-time employees. The designation of NAF and military positions as temporary or
intermittent does not apply.

125.1.1.7.4. Annua Salary or Wages--(Column D).

12.5.1.1.7.4.1. Appropriated Fund Civilian Positions. Enter the annual salary or wages
of the positions. Use local pay salaries and wages based on the OMB directed rate of
step 5 for GS and step 4 for FWS employees. Deviations from these grade steps are not
authorized unless justified and approved by the command/XPM, HQ USAF, DoD and
OMB. Multiply the annual pay rate by the number of FTEs (Column C), except for
intermittent positions where actual hours are used. As arule, pay tablesreflect GS sal-
ary as an annual rate while FWS pay is reflected as an hourly wage rate. Hourly rates
must be converted to an annual rate for entry onto the worksheet. For example, the
hourly rate for FWS positions to be used on a prearranged regularly scheduled tour of
duty is converted to an annual rate by multiplying the hourly wage rate by 2,087 (the
number of hours employees are paid annually); for FWS positions to be used on an
intermittent basis, the hourly wage rate is converted to an annual rate by multiplying
the hourly wage rate by the estimated number of annual hours to be worked. Pay infor-
mation can be obtained from the appropriate servicing civilian personnel flight or
finance office.

12.5.1.1.7.4.2. NAF Civilian Positions. Enter the estimated annual salary or wages of
the positions. Unlike appropriated fund civilian positions, Government-wide salary
and wage averages, by grade and step, are not established for NAF positions. Instead,
position costs are developed based on local experience. Use the following procedures
to estimate annual position salaries and wages.

12.5.1.1.7.4.2.1. Encumbered Positions. Estimate which current employees will
fill MEO positions in the event the activity remains in-house. This estimate is
developed by the NAF Human Resources Office by conducting a MOCK NAF
employee reduction in force (Mock RIF). Determine annual salary or wage costs
for those positions to be filled by current employees based on their current annual
pay. When appropriate, adjust annual pay to account for job or position description
changes.

12.5.1.1.7.4.2.2. Vacant Positions. When a position isvacant or when adetermina-
tion cannot be made on who will fill aparticular position, estimate the annual sal-
ary or wage costs of the position using local hiring experience.

12.5.1.1.7.4.3. Military Positions. Enter the military standard composite accel erated
rate established for the grade of the position. Unlike appropriated fund and NAF civil-
ian positions, this rate already includes fringe benefit and overhead costs. Enter the
total composite rate; do not eliminate fringe benefit and overhead costs. These costs
areexcluded in later calculations associated with the computation of fringe benefit and
overhead costs.
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12.5.1.1.7.5. Other Entitlements--(Column E). Enter other annua pay, if any, that earns
fringe benefits or FICA. Work closely with the personnel office to make sure al entitle-
ments are considered and to obtain current factors. Some examples of factors are night dif-
ferential pay for FWS employees, environmental differential pay, and premium pay for
Federal civilian firefighters and law enforcement officers. The cost comparison package
should include an explanation of these entitlements and show the associated calculations.
For NAF positions, enter any other annual pay eligiblefor retirement benefits. For military
positions, these costs do not apply.

12.5.1.1.7.6. Basic Pay--(Column F). Enter the sum of Columns D and E.

12.5.1.1.7.7. Fringe Benefits or FICA (F x Rate)--(Column G). Enter the annual cost to
the Government for benefits paid on basic pay (Column F). For appropriated fund civilian
employees, the standard retirement cost factors represent the Federal Government’s com-
plete share of the weighted CSRS/FERS retirement cost to the Government, based upon
the full dynamic normal cost of the retirement systems; the normal cost of accruing retiree
health benefits based on average participation rates; Social Security, and Thrift Savings
Plan (TSP) contributions. For NAF employees, the factors and process used to determine
fringe benefit costs are different.

12.5.1.1.7.7.1. Appropriated Fund Federal Civilian Positions. Compute entry as fol-
lows:

12.5.1.1.7.7.1.1. For permanent full or part-time appropriated fund civilian posi-
tions, multiply Column F by the appropriate total columnar factor shown below
(e.g., 32.45%, 41.05% or 46.45%) (Note: Since these and all other factors/ratesin
this Instruction are subject to change, update them, as required, to match the latest
factorsissued by AFMIA):

Table 12.1. Fringe Ben€fit.

Special Class Positions
Fringe Benefit Category All Positions Air Traffic L aw Enfor cement
(Excluding Controller and Fire Protection
Special Class Positions Positions
Positions)
Retirement 23.7% 32.3% 37.7%
Insurance (Health & Life) 5.6% 5.6% 5.6%
Other Fringe Benefits (i.e., Workmen's 1.7% 1.7% 1.7%
Compensation, Bonuses and Awards,
and Unemployment Programs)
Medicare 1.45% 1.45% 1.45%
Total 32.45% 41.05% 46.45%

12.5.1.1.7.7.1.2. For temporary and intermittent appropriated fund civilian posi-
tions, multiply column F only by the following FICA factors (other fringe benefit
factors do not apply to these positions) (since these and all other factors/ratesin
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this Instruction are subject to change, update them, as required, to match the latest
factorsissued by AFMIA):

Table 12.2. FICA Benefit.

FICA Benefit Per centage Rate | Apply Up to Annual Salary Limit Of:
Old Age & Survivors Insurance 6.2% $65,400
Benefit
Medicare 1.45% No Salary Limit
FICA Tota 7.65%

12.5.1.1.7.7.2. NAF Civilian Positions. The factors and process used to determine
fringe benefit costs for NAF positions are different from those used for appropriated
fund civilian positions. For example, unlike appropriated fund employees, NAF
employees have the option to reject participation in the retirement program. Also,
unemployment compensation costs depend on whether aposition islocated overseas or
within the continental United States (CONUS), and, if within the CONUS, the services
area where the position will be used. Accordingly, a different approach is required
when developing fringe benefit costs for NAF positions. Except for those benefit pro-
grams where a NAF employee has the option of voluntarily participating (i.e., retire-
ment, lifeinsurance, and health insurance programs), the cost factorsitemized in Table
12.3. are applied to determine costs. Since these and all other factors/rates in this
Instruction are subject to change, update them, as required, to match the latest factors
issued by AFMIA. Costs for voluntary programs are estimated as follows:

12.5.1.1.7.7.2.1. Encumbered Positions. Estimate insurance and retirement costs
based on current employee participation in these programs. When appropriate,
adjust costs to account for pay changes associated with position description
changes.

12.5.1.1.7.7.2.2. Vacant Positions. When a position isvacant or when adetermina-
tion cannot be made on who will fill a particular position, assume employee will
elect retirement benefits and insurance coverage. Estimate the amount of insurance
coverage based on averages experienced for other employees with similar grades.
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Table 12.3. NAF Employee Ben€fit.

NAF Employee Category

Benefit Regular ‘ Flexible Remarks

Retirement

* Retirement 4.177% 0.00% Apply to the annual basic salary of regular employees who
participate in the NAF retirement program. DO NOT apply
this factor to flexible employees.

FICA
Old Age & Survivors 6.20% 6.20% Apply up to a saary limit of $65400 regardless of
Insurance employe€’' s participation in the NAF retirement program.
Medicare 1.45% 1.45% Apply to tota salary (no salary limit) regardiess of

employe€’' s participation in the NAF retirement program.

Unemployment Compensation

Unemployment 1.73% 1.73% Apply to each employee's annua gross pay, regardless of
Compensation their category of employment.

Worker's Compensation
Overseas .31% .31% Apply to each employe€’ s gross pay.

CONUS: For CONUS activities, select the activity which best describes the areawhere serviceswill be performed by the
position(s) and apply the listed worker’ s compensation factor to the position’s annual gross pay.

Lodging/TLFs 6.22% 6.22% See guidance above.
Base Restaurants 6.05% 6.05% See guidance above.
MWR Facilities and 2.97% 2.97% See guidance above.
All Others
Lifeand Health Insurance (Flat Annual Rates)
*Life & Accidental Death $4.29 $0.00 Apply to the amount of insurance carried by employeg, if any,
Cost Per Each $1000.00 to obtain annual costs.

*Group Health Insurance: Select annual cost (if any) according to the type of coverage used by the employee. These
costs may vary due to local union negotiations. When local costs are different because of such union negotiations, actual
costs may be used in lieu of the costs shown.

Without Dependents $1548.82 $0.00 See guidance above.

With Dependents $3562.52 $0.00 See guidance above.

Guidance for Benefits Identified with an Asterisk

NAF employees participation in those benefit programs identified with an asterisk isvoluntary. See guidancein paragraph
12.5.1.1.7.7.2. of this Instruction for process used to estimate costs.

12.5.1.1.7.7.3. Military positions. Make no entry since these costs are already
included in the military standard composite accelerated rate.

12.5.1.1.7.8. Other Pay & Medicare--(Column H).

12.5.1.1.7.8.1. Appropriated Fund Civilian Positions. Include entitlements which do
not earn fringe benefits, plus Medicare Tax. Work closely with the servicing civilian
personnel flight to make sure all entitlements are considered. Examples are overtime
and holiday pay, bonuses, and uniform allowances. Apply the Medicare rate to these
entitlements (up to the annual salary limitation, if any, placed on Medicare tax), add to
other pay costs and enter total in Column H. The cost comparison package should
include an explanation of these costs and show the associated calculations.
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12.5.1.1.7.8.2. NAF Civilian Positions. Enter other annual pay, if any, not eligible for
retirement benefits, plus FICA and other benefit costs. Unlike appropriated fund civil-
ian positions, the full FICA tax (includes both Old Age and Survivors Insurance Bene-
fit and Medicare), up to the annual salary limitation, if any, is applied. This entry also
includes other benefit costs applied to “other” annual pay, such as unemployment com-
pensation, worker’s compensation, life insurance and health insurance.

12.5.1.1.7.8.3. Military Positions. Make no entry since these costs do not apply to mil-
itary positions.

12.5.1.1.7.9. Personnel Cost--(Column I). Enter the sum of Columns F, G, and H for each
line entry. Also, enter columnar sub-totals for each personnel category (e.g., GS, FWS,
NAF, and Military), as well as end-of-worksheet columnar totals. Use this worksheet to
compute annual personnel costs for each performance period in the cost comparison.

12.5.1.1.7.10. Base year personnel costs are adjusted to account for inflation during each
performance period in the cost comparison by applying the applicable inflation factors.
However, wages and salaries subject to an escalation provision (see paragraph 12.4.8. of
thisInstruction) are inflated by applying only those inflation factors applicable through the
first performance period only; outyear inflation factors are not applied. Consult with the
contracting officer to determine which positions, if any, are subject to an escalation provi-
sion. Wages and salaries not subject to an escalation provision are inflated by applying all
applicable inflation factors to each performance period. For purposes of this Instruction
and the COM PARE software program, the terms escalation provision and economic price
adjustment (EPA) are synonymous.

12.5.1.1.7.11. Figure 12.3. provides the worksheet format (with example entries) to be
used to reflect personnel costs for the first and subsequent performance periods.
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Figure 12.3. Personnel Costs Worksheet for First & Subsequent Per formance Periods.

RANDOLPH AFB, X
LINE 1
PERSONNEL COSTS WORKSHEET FOR
1ST AND SUBSEQUENT PERFORMANCE PERICDS
PERFORMANCE PERICDS GS FWS NAF MILITARY TOTAL
st (04/01/1997 - 09/30/1997)
EPA POSITIONS 82879.29 N&2.08 0.00 0.00 92061.37
NON-EPA POSITIONS 116895.64 86226.02 0.00 0.00 202121.66
SUB-TOTALS 199774.93 4408.10 0.00 0.00 2%4:183.03
2rd (10/01/1997 - 09/30/1998)
EPA POSITICNS 165758.60 18364.17 0.00 0.00 184122.77
NON-EPA POSITIONS 238700.91 174081.56 0.00 0.00 41273247
SUB-TOTALS 404459.51 192395.73 0.00 0.00 596855.24
3rd €10/01/19%8 - 09/30/19%)
EPA POSITIONS 165758.60 18364.17 0.00 0.00 184122.77
NON-EPA POSITIONS 24574504 1M67.27 0.00 0.00 424912.31
SUB-TOTALS 411508.64 19753144 0.00 0.00 609035.08
4th (1070171999 - 09/30/2000)
EPA POSITIONS 165758.60 18364.17 0.00 0.00 184122.77
NON-EPA POSITIONS 5311739 184542.29 0.00 0.00 437659.68
SUB-TOTALS 418875.99 202906.46 0.00 0.00 61782.45
End-of-Report Surmary
EPA POSITICNS 580155.09 64274.59 0.00 0.00 644429.68
NON-EPA POSITIONS 854458.98 622967.14 0.00 0.00 147742612
TOTALS 143461407 687241.73 0.00 0.00 2121855.80
12.5.1.1.7.12. Figure 12.4. provides an example of how position costs are inflated and

prorated.
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Figure 12.4. Sample Inflation Computations.

BASIC INFORMATION

Base Year As Of Date: 1 Aug 1996

Performance Periods and Applicable Inflation Factors

Applicable
Performance , Inflation
Period Performance Period Dates Factors (%) | Anniversary Date for Pay Increases
1 1 Apr 1997 - 30 Sep 1997 3.0 GS: 1Jan 1997; FWS: 1 Jul 1997
2 1 Oct 1997 - 30 Sep 1998 2.8 GS: 1Jan 1998; FWS: 1 Jul 1998
3 1 Oct 1998 - 30 Sep 1999 3.0 GS: 1 Jan 1999; FWS: 1 Jul 1999
4 1 Oct 1999 - 30 Sep 2000 3.0 GS: 1 Jan 2000; FWS: 1 Jul 2000

INFLATION COMPUTATIONS FOR GS POSITIONS NOT SUBJECT TO AN EPA:

Base Year Costs

1% Performance Pd

2"¢ Performance Pd

3" Performance Pd

4% Performance Pd

$226,981.85

$226,981.85
X 1.0300 Factor
$233,791.31
/ 12 Mos
$19,482.61
X 6 Mos
$116,895.66

a. First 3 Months:
$226,981.85
X 1.0300 Factor

$233,791.31

/ 12 Mos
$ 19,482.61

X 3 Mos
$ 58,447.83

b. Last 9 Months:
$19,482.61
X 9 Mos
X 1.0280 Factor
$180,253.11

c. Total Costs:
$ 58,447.83
+$180,253.11
$238,700.94

a. First 3 Months:
$226,981.85
X 1.0300 Factor
X 1.0280 Factor

a. First 3 Months:
$226,981.85

X 1.0300 Factor

X 1.0280 Factor

$240,337.46 X 1.0300 Factor
/12 Mos $247,547.59
$ 20,028.12 / 12 Mos
X 3 Mos $ 20,628.97
$ 60,084.37 X 3 Mos
$ 61,886.91
b. .Last 9 Months:
$ 20,028.12 b. Last 9 Months:
X 9 Mos $ 20,628.97
X 1.0300 Factor X 9 Mos
$185,660.67 X 1.0300 Factor
$191,230.55
¢. Total Costs:
$60,084.37 ¢. Total Costs:
+ $185,660.67 $ 61,886.91
$245,745.04 +$191,230.55
$253,117.46

* Computation results above slightly vary from COMPARE computation results due to rounding.

INFLATION COMPUTATIONS FOR GS POSITIONS SUBJECT TO AN EPA:

Base Year Costs

1¥ Performance Pd

2" Performance Pd

3" Performance Pd

4™ Performance Pd

$160,930.68

$160,930.68
X 1.0300 Factor
$165,758.60
/12 Mos
$ 13,813.22
X 6 Mos
$ 82,879.32

$160,930.68
X 1.0300 Factor
$165,758.60

$160,930.68
X 1.0300 Factor
$165,758.60

$160,930.68
X 1.0300 Factor
$165,758.60

* Computation results above slightly vary from COMPARE computation results due to rounding.

123
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12.5.1.2. Material and Supply Costs (Line 2). This line includes the cost of materials and sup-
pliesfor accomplishing the requirements specified in the PWS for the function under cost compar-
ison. Included is the cost of goods such as raw materials, parts, subassemblies, components, and
office supplies. Material and supply costs are calculated only if the materials and suppliesareto be
used solely by the in-house activity and will not be provided to the contractor/I SSA offer or by the
Government; otherwise, they are common costs. Normally, the contractor/I SSA offeror will be
expected to provide the supplies and materials necessary to perform the work described in the
PWS. The policy regarding contractor or ISSA use of Government provided supplies and materi-
asisset forthin FAR Part 51.101, as supplemented.

12.5.1.2.1. Review the PWS and solicitation documents to determine the materials and sup-
plies to be furnished to the contractor/I SSA offerors and those not to be furnished to the con-
tractor/ISSA offeror but needed for in-house performance. For only those materials and
supplies required for in-house performance but not furnished to the contract/ISSA offeror,
review historical records of material and supply usage and cost data prepared for the same or
similar work. Adjust historical material and supply usage and cost data to reflect requirements
of the PWS. Include allowances for normal scrap, spoilage, overruns, and defective work.
When requirements vary for the various performance periods, material and supply require-
ments should be developed for each performance period. Also, determine if materials and sup-
plies obtained from other Government agencies can be obtained at less cost on the local
market. If so, the functional OPR should obtain a waiver (when required) to purchase materi-
alsand supplieslocaly.

12.5.1.2.2. Material and supply mark-up rates. A mark-up rate has historically been applied to
the cost of materials and supplies to account for the furnishing Government agency’s cost of
acquiring, managing, storing and transporting its materials, including overhead. However,
mark-up rates are no longer applied within DoD since the purchase price paid by DoD compo-
nents already accounts for these costs.

12.5.1.2.3. Documenting Base Year Material and Supply Costs. Figure 12.5. provides the
worksheet format and instructions to be used to reflect base year material and supply costs.
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Figure 12.5. Base Year Material & Supply Costs Wor ksheet.

LINE 2
BASE YEAR MATERIAL AND SUPPLY QOSTS WORKSHEET
BASE YEAR IS AS OF: 08/01/96)
PERFORMANCE PERICDS OOVERED: ALL

[GY] B) © ()] (E) (F ©

NATICNAL ANNUAL
STOK GUANTITY SOLRCE OF WNIT MATERIAL
NOMENCLATURE NUMBER EPA REQUIRED  SUPPLIES PRICE CosT
ADIO TAPE 6750009265200 N 12 GSA WHOLESALE 41.66 499.80
CHROME FILM 675000547099 N 10 LOCAL PURCHASE 21.73 2717.30
- MUSIC TRACKS 675001045321 N 2 GSA RETAIL 81.93 163.86
OFFICE SUPPLIES 6750010643233 N 1 GSA WHOLESALE 1200.00 1200.00

TOTAL 4580.96
FOOTNOTE :
1. EPA Colum. Items subject to an Econamic Price Adjustment, if any, are identified with a § Y& .

12.5.1.2.3.1. Nomenclature--(Column A). Enter the name of the item. A single line entry
may be used for various classes of items (e.g., office supplies) provided they have the same
National Stock Number. Also, alisting itemizing a variety of items with different stock
classes may be used instead of creating a separate line entry for each item. When alisting
isused, enter agenera description of the items (e.g., office supplies).

12.5.1.2.3.2. Nationa Stock Number--(Column B). Enter the National Stock Number of
theitem. When using alisting, enter the listing number instead of the National Stock Class
Number (e.g., Listl).

12.5.1.2.3.3. EPA--(Column C). Enter “Y” (Yes) if the item is subject to an economic
price adjustment (EPA) or “N” (No) if it is not. Make these determinations in consultation
with the contracting office.

12.5.1.2.3.4. Quantity Required--(Column D). Enter the annual quantity of itemsrequired.

12.5.1.2.3.5. Source of Supply--(Column E). Enter the source of procurement for the item
described. Among others, sources of materials and supplies include the General Services
Administration (GSA), Defense Logistics Agency (DLA) Wholesale Stock Fund or Direct
Delivery, and Local Purchase. When alisting is used, enter “See Listing”.

12.5.1.2.3.6. Unit Price--(Column F). Enter the item’s unit price. When asingle line entry
is made for a class of items, e.g., office supplies) or alisting is used, this entry must con-
sider both the unit prices and quantities required (for example, the unit price for asingle
itemsis $15.00; two of these items are required; the entry is $30.00 (i.e., $15.00 X 2).

12.5.1.2.3.7. Annua Material Cost--(Column G). Compute and enter the product of Col-
umn D multiplied by Column F.

12.5.1.2.4. Base year material and supply costs are adjusted to account for inflation during
each performance period in the cost comparison by applying the appropriate inflation factors.
However, materials and supplies subject to an escalation provision (see paragraph 12.4.8. of
this Instruction) are inflated by applying only those inflation factors applicable through the
first performance period only; outyear inflation factors are not applied. Materials and supplies
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subject to an escalation provision enable a contractor/ISSA offeror to be reimbursed for future
price increases. Consult with the contracting officer to determine which materials and sup-
plies, if any, are subject to an escalation provision. Materials and supplies not subject to an
escalation provision are inflated by applying all applicable inflation factors to each perfor-
mance period. For purposes of this Instruction and the COMPARE software program, the
terms escalation provision and economic price adjustment (EPA) are synonymous. Figure
12.6. provides the worksheet format to be used to reflect material and supply costsfor the first
and subsequent performance periods.

Figure 12.6. Material & Supply Costs Worksheet for First & Subsequent Perfor mance Periods.

LINE 2
MATERIAL AND SUPPLY COSTS WORKSHEET FOR 1ST AND SUBSEQUENT PERFORMANCE PERIODS

PERFORMANCE PERIOD BASE PERFORMANCE
YEAR PERIOD
1st (0470171997 - 09/30/1997)
EPA ITEMS 2717.30 1392.62
NON-EPA ITEMS 1863.66 955.13
SUB-TOTALS 4580.96 2347.75
2nd (10/01/1997 - 09/30/1998)
EPA ITEMS 2717.30 2785.23
NON-EPA ITEMS 1863.66 1959.91
SUB-TOTALS 4580.96 4745.14
3rd (10/01/1998 - 09/30/1999)
EPA ITEMS 2717.30 2785.23
NON-EPA ITEMS 1863.66 2010.87
SUB-TOTALS 4580.96 4796.10

4th (10/01/1999 - 09/30/2000)

EPA ITEMS 2717.30 2785.23
NON-EPA ITEMS 1863.66 2063.16
SUB-TOTALS 4580.96 4848.39

END-OF -REPORT -~ SUMMARY

EPA ITEMS 10869.20 9748.31
NON-EPA ITEMS 7454 .64 6989.07
TOTALS 18323.84 16737.38

12.5.1.3. Other Specifically Attributable Costs (Line 3). Thislineincludes other costs attribut-
able to the activity being cost compared (i.e., depreciation, rent, maintenance and repair, utilities,
insurance, travel, and other costs). Figure 12.7. provides the worksheet format (with example
entries) to be used to reflect these costs. When appropriate, each element of cost should be
adjusted for inflation. When requirements differ by performance period due to changes in the
PWS, these adjustments are made before applying inflation factors.
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Figure 12.7. Other Specifically Attributable Costs Summary Wor ksheet.

LINE 3
OTHER SPECIFICALLY ATTRIBUTABLE COSTS SUMMARY WORKSHEET
PERFORMANCE PERICDS
CATEGORY 1sT 2D 3 4TH 5TH
DEPRECIATION 3167.84 6335.68 6335.68 6335.68
RENT
MAINT & REPAIR
UTILITIES
INSURANCE 2974.95 6056.% 6191.05 6330.41
TRAVEL
OTHER QOSTS 3300.60 6747.79 68%8.17 7052.47
TOTALS H43.39 19140.41 1962690  19718.56
6T ™ 8TH 9TH 10TH TOTAL
DEPRECIATION 22174.87
RENT
MAINT & REPAIR
UTILITIES
INSURANCE 21553.35
TRAVEL 0.00
OTHER COSTS 23999.03
TOTALS 67727.5
FOOTNOTES: ‘
1. This worksheet shows the sum of all costs for this line. The basic data used to develop these
costs are contained in the individual cost worksheets.
2. Depreciation. Depreciation costs for the 1st performance period are prorated when that period
is less than 12 months.
3. Other Costs. Includes costs (if any) shown in the Other Costs Worksheets, ad a 10% amual
replacament cost for minor items.

12.5.1.3.1. Depreciation Cost

12.5.1.3.1.1. Depreciation isthe method used to spread the cost of tangible, capital assets
(e.g., plant and equipment), lessresidual value, over an asset's useful life. Because land has
an unlimited life, it isnot a depreciable asset.

12.5.1.3.1.2. Costsfor depreciation of capital assets are computed as follows:

12.5.1.3.1.2.1. Depreciate only those capital assets to be used by the activity under
cost comparison for in-house operation, but not provided to the contractor as stated in
the PWS and solicitation. For in-house cost estimates that assume a mix of in-house
labor and existing MEO subcontracts, it also includes the cost of depreciation on Gov-
ernment furnished assets if those assets will not be made available to the contract/I| SSA
offeror.

12.5.1.3.1.2.2. If all capital assets owned (or to be acquired) by the function under cost
comparison are provided to the contractor, depreciation costs are not calcul ated.

12.5.1.3.1.2.3. Assets costing less than $5,000 are classified as minor items and are
not depreciated.

12.5.1.3.1.3. Theseterms are expanded for clarification:
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12.5.1.3.1.3.1. Useful Life. Useful lifeis the estimated period of economic usefulness
of an asset in a particular operation. A representative useful life table for various
classes of equipment is provided at Attachment 8.

12.5.1.3.1.3.2. Residual Value. Residual value is equal to the disposal values listed at
Attachment 8 if more precise figures are not available from the property disposal
officer or other knowledgeable authority.

12.5.1.3.1.3.3. Depreciable Basis. Depreciable basis is the origina acquisition cost
plus the cost of capital improvementsless residual value.

12.5.1.3.1.3.4. Origina Acquisition Cost. Original acquisition cost is the original pur-
chase price, the costs for transportation and any installation costs incurred in order to
place the asset in operation (if not already in the purchase price), and any costsfor cap-
ital improvements.

12.5.1.3.1.3.5. Capital Improvements. Capital improvements are the costs of major
overhauls and modifications which add value or prolong the life of a capital asset
(equipment or facility). These costs are treated as capital expenditures and depreciated
over the extended or remaining useful life of elither the asset or improvement, which-
ever isless.

12.5.1.3.1.4. Annua depreciation for capitalized equipment is estimated as follows:

12.5.1.3.1.4.1. Start with the original acquisition cost. If the asset was acquired
through transfer, seizure or forfeiture, an industry specific standard or engineering
appraisal may be used to establish the market or acquisition value of the asset at the
time of transfer.

12.5.1.3.1.4.2. From that figure, subtract the residual value to determine the deprecia-
ble basis. Compute residual value by multiplying the origina acquisition cost by the
appropriate percentage factor from Attachment 8.

12.5.1.3.1.4.3. Next, determine the year of purchase and the useful life of the asset
according to Attachment 8.

125.1.3.1.4.3.1. If the projected useful life from the year of purchase is less than
thelast year of the performance period, extend the useful life. Extend the useful life
throughout the last period of performance or longer based upon actual or planned
retirement or replacement practice. Spread the annual depreciation costs over the
period of expected use.

12.5.1.3.1.4.4. Compute annual depreciation by dividing the depreciable basis by the
useful life. Depreciation costs are not inflated.

12.5.1.3.1.4.4.1. If the in-house activity shares an asset with another activity not
under cost comparison and that asset will not be provided for use by the contractor/
ISSA offeror, depreciation must be allocated to the in-house estimate on the basis
of use or other appropriate methodology. Compute the in-house activity’s share of
depreciation by: (1) Determining the percent depreciation to be allocated to the
in-house activity, and (2) Applying that percentage to the annual cost of deprecia-
tion.
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12.5.1.3.1.4.4.2. If the useful life shown in Attachment 8 is unrealistic for spe-
cific assets (regardless of current age), use an alternative method for determining
useful life and residual value (based on actual or planned retirement and replace-
ment practices). NOTE: The command should approve this method and the method
used should be explained in the cost comparison documentation. 12.5.1.3.1.4.4.3.
Figure 12.8. provides the worksheet format to be used to reflect depreciation and
cost of capital costs for capital equipment assets.

Figure 12.8. Capital Equipment Wor ksheet.

PERFORMANCE PERICDS COMERED: ALL

DEPRECIABLE ~ USERUL ANNUAL CRIGINAL ACOLMULATED NET BOOK COST OF
EQUIPMENT/FSC BASIS LIFE DEPRECIATION ACQUISITION OOST  DEPRECIATION VALUE CAPITAL
MICROPHONE /5965 489.9N 24 204.16 5119.00 477.73 4646127 0.00
MEO Attributable Costs, Asset Usage: 100% 204.16 464127 0.00
TV CAMERA/6710 1818 472.45 12471.00 132.29 12338.7 69.67
MEO Attributable Costs, Asset Usage: 100% 472.45 2338.7 679.67
VIDEO VIEWER/6730 68867 5 275.47 7138.00 .64 7055.36 0.00
MEO Attributable Costs, Asset Usage: 50% 137.74 3527.68 0.00
TOTAL MEO ATTRIBUTABLE COSTS: 814.35 20507.66 69.67

FOOTNOTES:

Total MEO Attributsble Annual Depreciation Costs. This value is aggregated under the heading of '"Depreciation” in the "Other
Specifically Attributeble Costs Sumary Worksheet.” In cases where an asset is shared with other activities, this cost has been adjusted
based on MEO Asset Usage.

2. Total MEO Attributable Net Bock Value. This value is used to comute casualty insurance costs. In cases where an asset is shared with
other activities, this cost has been adjusted based on MEO Asset Usage.

3. Total MEO Attributable Cost of Cepital. When shown, this value is used to develop the entry for Line 5 (Cost of Capital). In cases
where an asset is shared with other activities, this cost has been adjusted based on MEO Asset Usage.

1.

CAPITAL EQUIPMENT ASSETS
BASIC DATA USED TO DEVELCP THE
OTHER SPECIFICALLY ATTRIBUTABLE 0OSTS SUMMARY WORKSHEET (LINE 3)
AND THE QOST OF CAPITAL (LINE 5)

12.5.1.3.1.5. For facilities, the original acquisition cost plus capital improvements (less
residual value if any) is depreciated over the useful life of the facility. If the facility was
acquired through transfer, seizure or forfeiture, an industry specific standard or engineer-
ing appraisal may be used to establish the market or acquisition value of the facility at the
time of transfer. Facilities are generally categorized as permanent, semi-permanent or tem-
porary, and the useful life is standardized for the entire grouping. Useful life expectancies
by type of facility (permanent, 75 years, semi-permanent, 50 years; and temporary, 25
years) may be used. If useful life has been exceeded, an engineering projection of antici-
pated useful life is obtained. As a minimum, useful life is extended throughout the last
period of performance or longer based upon the engineering projection of anticipated use-
ful life. Depreciation costs are not inflated.

12.5.1.3.1.5.1. If an in-house activity shares a facility with another activity not under
cost comparison and that facility will not be provided for use by the contractor/I SSA
offeror, depreciation must be allocated to the in-house estimate by a unit of measure
that varies directly with consumption (e.g., floor space, type of facility, number of tele-
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phones, etc.). Compute the in-house activity’s share of depreciation by: (1) Determin-
ing the percent depreciation to be allocated to the in-house activity, and (2) Applying
that percentage to the annual cost of depreciation. All estimates should be appropri-
ately documented with supporting detail.

125.1.3.1.5.2. Figure 12.9. provides the worksheet format to be used to reflect depre-
ciation costs and cost of capital for capital facilities.

Figure 12.9. Capital Facilities Wor ksheet.

CAPITAL FACILITY ASSETS
BASIC DATA USED TO DEVELOP THE
OTHER SPECIFICALLY ATTRIBUTABLE COSTS SLMMARY WORKSHEET (LINE 3)
AND THE COST OF CAPITAL (LINE 5)

PERFORMANCE PERICDS COVERED: ALL

-------- DEPRECIATION VALLES - - - - - - - - - - CASUALTY INSURANCE VALUES  COST OF
FACILITY/CATEGCRY  DEPRECIABLE BASIS USERJL LIFE ANNUAL DEPRECIATION NET BOK VALUE CAPITAL
1502/T 22200.00 5 888.00 24511.60 1362.50
MEO Attributable Cost, Asset Usage: 100% 838.00 26511.60 - 1362.50
1506/P 247000.00 el 3293.33 238839.24 0.00
MEO Attributable Cost, Asset Usage: 100% 323.33 238839.24 0.00
01/8 134000.00 50 2680.00 1368%.80 0.00
MEO Attributable Cost, Asset Usage: 50% 1340.00 68447 .40 0.00
TOTAL MEO ATTRIBUTABLE QOSTS: 5521.33 331798.24 1362.50
FOOTNOTES:
1. Facility/Category Colum. Entry shown denotes the facility rumber and the type of facility (i.e., P=Permanent, S=Semipermarent, and
T=Tenporary).

2. Total MEO Attributable Ammual Depreciation Costs. This value is aggregated under the heading of 'Depreciation® in the "Other
Specifically Attributable Costs Surmary Worksheet." In cases where an asset is shared with other activities, this cost has been adjusted
based on MEO Asset Usage.

3. Total MEO Attributable Net Book Value. This is used to carpute casualty insurance costs. In cases where an asset is shared with other
activities, this cost has been adjusted based on MEO Asset Usage.

4. Total MEO Attributable Cost of Capital. When shown, this value is used to develop the entry for Line 5 (Cost of Cepital). In cases
where an asset is shared with other activities, this cost has been adjusted based on MEO Asset Usage.

12.5.1.3.2. Renta Costs. These are costs incurred for the use of nongovernment assets (land,
plant, machinery, etc.) by the function under cost comparison. Only those renta costs not
expected to continue in the event of contract/| SSA performance, but incurred by the MEO, are
computed. When the actual rental charges are not available from the agency providing the
asset and a GSA-hilled standard level user charge (SLUC) is available, the SLUC charge
should be used as the rental cost. Rental costs are inflated for each performance period in the
cost comparison. Figure 12.10. provides the worksheet format to be used to reflect rental
costs.
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Figure 12.10. Rental Costs Wor ksheet.

FOOTNOTES:
1.
Specifically Attributable Costs Summary Worksheet”.

RANDOLPH AFB, TX
RENTAL COSTS WORKSHEET
BASIC DATA USED TO DEVELOP THE
OTHER SPECIFICALLY ATTRIBUTABLE COSTS SUMMARY WORKSHEET (LINE 3)

PERFORMANCE PERIODS COVERED: ALL

BASE YEAR

ITEM NAME QUANTITY CcosTs
XEROX COPIER 2 5550.00
TOTAL 5550.00

Base Year Costs. The inflated value of these costs are shown under the heading of "Rent" in the "Other

12.5.1.3.3. Maintenance and Repair Cost. These are costs incurred to keep building and
equipment in normal operating condition, including Government maintained rental assets (if
any). They are computed for those assets not furnished to the contract/I SSA offeror, but
needed for in-house performance by the function under cost comparison. Maintenance and
repair costs are a'so computed for any facilities or equipment furnished to the contractor where
the contractor would be responsible for maintenance and repair costs. For in-house cost esti-
mates that assume amix of in-house labor and existing MEO subcontracts, it aso includes the
cost of maintenance on Government furnished contractor assets if those assets are maintained
by the Government, and such assets and maintenance will not be made available to the con-
tractor/ 1SSA offeror. It does not include capital improvements which add value to an asset and
are accounted for under depreciation. Maintenance and repair costs are inflated for each per-
formance period in the cost comparison. Figure 12.11. provides the worksheet format to be
used to reflect maintenance and repair costs.
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Figure 12.11. Maintenance & Repair Worksheet.

PERFORMANCE PERIODS COVERED: ALL
BASE YEAR
ITEM NAME . QUANTITY COSTS
CAMERA REPAIR 1 500.00
TOTAL 500.00
FOOTNOTES:

1.
Repair® in the "Other Specifically Attributable Costs Summary Worksheet!.

RANDOLPH AFB, TX
MAINTENANCE AND REPAIR COSTS WORKSHEET

BASIC DATA USED TO DEVELOP THE
OTHER SPECIFICALLY ATTRIBUTABLE COSTS SUMMARY WORKSHEET (LINE 3)

Base Year Costs. The inflated value of these costs are shown under the heading of "Maintenance and

12.5.1.3.4. Utility Costs. Includes charges for fuel, eectricity, telephone, water and sewage
services, etc., that will not be furnished to the contractor/I SSA offeror by the Government, but
are needed for in-house performance of the activity. The amount of these costs applicable to
the activity under cost comparison are determined either on a metered or allocated basis of
consumption. These costs are prorated by a unit of measure that varies directly with consump-
tion (e.g., floor space, type of facility, number of telephones, etc.). Estimates of incurred
expenses for the first year of performance are based on current experience appropriately
adjusted for anticipated future requirements. Engineering estimates are used when historical
dataare not available. All estimates are appropriately documented with supporting detail. Util-
ities are inflated for each performance period in the cost comparison. Figure 12.12. provides
the worksheet format to be used to reflect utilities costs.

Figure 12.12. Utility Costs Wor ksheet.

PERFORMANCE PERIODS COVERED: ALL

FOOTNOTES:
1. Base Year Costs. The inflated value of these costs are shown under the heading of "Utilities" in the

n"other Specifically Attributable Costs Summary Worksheet".

RANDOLPH AFB, TX

UTILITY COSTS WORKSHEET
" BASIC DATA USED TO DEVELOP THE
OTHER SPECIFICALLY ATTRIBUTABLE COSTS SUMMARY WORKSHEET (LINE 3)

BASE YEAR

TYPE UTILITY UNIT OF MEASURE QUANTITY COSTS
ELECTRICITY KILOWATT HOURS 5000 1200.00
TELEPHONE NR INSTRUMENTS - 5 5000.00
TOTAL 6200.00

12.5.1.3.5. Insurance Cost. Operation of any Government activity involves risks and potential
costs from property losses (fire, flood, accident, etc.) and liability claims. These risks are nor-
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mally covered by insurance included in any commercial cost estimate. To the extent assets are
not provided to the contractor or to the extent that property losses may be assessed against a
contractor who uses Government space, facilities or equipment, the Government’s casualty
and liability premium equivaent cost will be computed and included in the in-house cost esti-
mate as follows:

12.5.1.3.5.1. Casualty Insurance.

12.5.1.3.5.1.1. Casualty losses are computed by multiplying 0.005 times the net book
value (original acquisition cost less accumulated depreciation) of Government capital
equipment and facilities, and the uninflated average value (stockage level) of materials
and supplies. Casualty losses for minor itemsis 0.005 times the uninflated Unit Price
(without mark-up) of the item. Casualty insurance costs are inflated for each perfor-
mance period in the cost comparison.

12.5.1.3.5.1.2. Insurance to be computed on assets depends on the requirements of the
PWS. Casualty insurance is computed for assets to be used by the in-house MEO, but
not furnished the contract/I SSA offeror, and for assets to be Government furnished, but
insured by the contractor/I SSA offeror.

12.5.1.3.5.1.3. The net book value of assets is not adjusted in the outyears to account
for their continual annual depreciation.

12.5.1.3.5.2. Liability Insurance. Personnel liability losses are computed by multiplying
0.007 times the Government personnel-costs in Line 1 (Personnel Costs); these costs are
calculated from previously inflated personnel costs and should not be inflated again. Also,
additional liabilities assigned to the contract/I SSA offeror (if any) by the PWS that are not
associated with personnel are also computed by applying the standard 0.007 factor to the
estimated liability ceiling identified in the PWS,; the insurance cost of these additional lia-
bilities are inflated for al performance periods in the cost comparison.

12.5.1.3.5.3. Figure 12.13. provides the worksheet format to be used to reflect insurance
Ccosts.
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Figure 12.13. Casualty & Liability I nsurance Computations Wor ksheet.

CASUALTY AND LIABILITY INSURANCE CCMPUTATIONS WORKSHEET
BASIC DATA USED TO DEVELCP THE
OTHER SPECIFICALLY ATTRIBUTABLE COSTS SUMMARY WORKSHEET (LINE 3)

CATEGRY 15T Pl i 4TH 5TH
1. CASUALTY INSLRANCE
A. CAPITAL EQUIPMENT - NET BOCK VALLE A507.66  20507.66  2A6507.66  2507.66
B. FACILITIES - NET BOK VALLE BIMB.2% BIR.%  BIMB.%  BIRB.%
C. MAT./SUPPLIES - AV. MONTHLY STOK 763.49 7349 763.49 763.69
D. MINGR ITEMS - UNIT PRICE W/O MARKLP (65.00  4265.00  k65.00  4265.00
E. TOTAL (AMT TO BE INSURED) 357334.39 3573%.39 357334.39 357334.39
F. INSURANCE QOSTS, UNINFLATED (1E x .005) ) 1786.67 1786.67 1786.67 1786.67
G. INSURANCE COSTS, INFLATED N5.67 1878.95 1927.80 1977.93
2. LIABILITY INSLRANCE
A. PERSONNEL RELATED COSTS 294183.03 59685524 609035.08 621782.45
B. LIABILITY INSURANCE COSTS (2A x .007) 2059.28 H477.99 4263.25 4352.48

3. CASUALTY & LIABILITY INSURANCE COSTS (1G+2B) 2974.95 6056.% 6191.06 6330.41

e 71H g o o™ TOTAL
1. CASUALTY INSURANCE
A. CAPITAL EQUIPMENT - NET BOOK VALLE 82030.64
B. FACILITIES - NET BOXK VALUE 1327192.96
C. MAT./SUPPLIES - AV. MONTHLY STOXX 3063.96
D. MINCGR ITEMS - WNIT PRICE W/O MARKLP 17060.00
E. TOTAL (AMT TO BE INSURED) 1429337.56
F. INSURANCE 0OSTS, WNINFLATED (1E x FACTOR) 7146.68
G. INSURANCE OOSTS, INFLATED : 6700.35
2. LIABILITY INSURANCE
A. PERSONNEL RELATED COSTS 2121855.80
B. LIABILITY INSURANCE OOSTS (2A x FACTCR) 14853.00
3. CASUALTY & LIABILITY INSURANCE COSTS (1G+2B) 21553.35

FOOTNOTES: .
1. Insurance Costs. Costs for the st performance period are prorated when that period is less than 12 months.

2. Material/Suplies - Average Monthly Stock. Reference Line 2 Material ad Supply Costs Worksheet for 1st and Subsequent

Performance Periods. This is a two month cost derived by dividing the Base Year costs shown on that worksheet by 12, ad

miltiplying the result by 2.

3. Cepital Equipment and Facilities. In cases where an asset is shared with other activities, the Net Book Value has been adjusted for
insurance carputational purposes besed on MEO Asset Usage. -

12.5.1.3.6. Travel Cost. This category covers the expected cost of travel that would not con-
tinue in the event of contract performance but would be incurred by the MEO. These costs
should be readily available from budgeted amounts of per diem and transportation cost for the
function under cost comparison. Travel costs are inflated for each performance period in the
cost comparison. Figure 12.14. provides the worksheet format to be used to reflect travel
Ccosts.



AFI38-203 19 JULY 2001
Figure 12.14. Travel Costs Workshest.

PERFORMANCE PERIODS COVERED: ALL

PURPOSE

CONFERENCE

TOTAL

FOOTNOTES:

RANDOLPH AFB, TX

TRAVEL COSTS WORKSHEET
BASIC DATA USED TO DEVELOP THE

OTHER SPECIFICALLY ATTRIBUTABLE COSTS SUMMARY WORKSHEET (LINE 3)

BASE YEAR
COSTS

5000.00

5000.00

1. Base Year Costs. The inflated value of these costs are shown under the heading of "Travel" in the
"Other Specifically Attributable Costs Summary Worksheet".

12.5.1.3.7. Other Costs.

135

12.5.1.3.7.1. "Other Costs' is ageneral category for specifically attributable costs that do
not properly fit into one of the other elements of cost but do not continue in the event of
contractor 1SSA performance. Some examples are MEO subcontracts; transportation
costs; and royalties. MEO subcontracts are purchased services which augment the
in-house work force. MEO subcontract costs should be adjusted (downward) to offset for
Federal income tax revenue to the Government. This is done by applying the appropriate
tax revenuerate at Attachment 9 to the total cost of the purchased services. Inflate coststo
each performance period as appropriate. However, when these purchased services contain
labor and/or materiel costs subject to an escalation provision, those particular costs are not
escalated by outyear inflation factors (see paragraphs 12.5.1.1.7.10. and 12.5.1.2.4. of this
Instruction). Note: The cost of MEO subcontracts are not included when: (1) existing con-
tractswill be made available to a perspective contractor/I SSA offeror, or (2) existing MEO
subcontracts are being resolicited as part of the solicitation on the basis of an "any or all"
contract/ISSA offer, and separate line item bids are being requested for the workloads per-
formed by the in-house work force and the MEO subcontracts. Under this situation, the
cost comparison is limited to comparing the costs of performing the MEO in-house work
force workloads and contract/I SSA offers received for that same workload. The format at
Figure 12.15. is used to document these and other smilar costs that do not appropriately
fit under other cost categoriesfor Line 3.
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Other Costs Wor ksheet.

FOOTNOTES:

PERFORMANCE PERIODS COVERED: ALL

BASE YEAR INFLATED/PRORATED
ITEM DESCRIPTION COSTS COSsTS
CONTR FILM PRCSNG 5500.00 2818.75
TOTAL 5500.00 2818.75

1. Inflated/Prorated Costs. These costs are aggregated under the heading of "Other Costsh
in the "Other Specifically Attributable Costs Summary Worksheet".

RANDOLPH AFB, TX

. OTHER COSTS WORKSHEET
BASIC DATA USED TO DEVELOP THE
OTHER SPECIFICALLY ATTRIBUTABLE COSTS SUMMARY WORKSHEET (LINE 3)

12.5.1.3.7.2. Additionally, the recurring cost of minor items (i.e., replacement costs and
casualty insurance costs) which are not immediately consumed by the function being cost
compared and not provided to the contractor/ISSA offeror isincluded. Also included isthe
recurring cost of minor items that will be provided to the contractor but not replaced by the
Government. Minor items are noncapitalized (are not depreciated) durable items with a
cost that is less than $5,000, e.g., overhead projectors, office equipment, chairs, etc. The
replacement cost of minor items for each performance period is 10% of the unit price of
the minor items . When the FY of the first performance period of the cost comparison is
different than the base year, the unit price of minor items is inflated to the first perfor-
mance period using first performance period factors only; outyear factors are not applied.
Figure 12.16. provides the worksheet format to be used to reflect the basic minor item
costs to be used for computing the 10% annual replacement cost and casualty insurance
costs. The annual 10% replacement cost is aggregated with the costs at Figure 12.15. and
entered on the worksheet at Figure 12.7. under the “ Other Costs” category. Minor item
casualty insurance costs, together with other insurance costs, are computed using the
worksheet at Figure 12.13.; they are also summarized with other specifically attributable
costs in the worksheet at Figure 12.7.



AF138-203 19 JULY 2001 137

Figure 12.16. Minor ItemsWor ksheet.

ITEM REPLACEMENT TOTAL 0OST  MARK-UP  TOTAL COST
SOLRCE OF SUPPLY  ITEM/STOCK CLASS 00ST W/O MARK-UP  GUANTITY W/O MARK-UP  FACTCR W/MARK-UP
GSA WHOLESALE AGITATCR, PAINT/4940 475.00 1 475.00 0.0000 263.44
- GSA WHOLESALE AIRLESS SPRAL UNIT/4940 2265.00 1 2265.00 0.0000 1160.81
GSA WHOLESALE MARKER, TRAFFIC/4940 1554.00 3 4662.00 0.0000 2389.21
SB-TOTALS  7402.00 3793.52
GSA RETAIL CHAIRS/7110 25.00 20 500.00 0.0000 256.25
SUB-TOTALS 500.00 256.5
DD DELIVERY DESKS/7110 100.00 15 1500.00 0.0000 768.75
SUB-TOTALS 1500.00 768.75

TOTALS 9402.00 4818.52

FOOTNOTES:

1. Total Cost W/O Markup. This value is used to campute casualty insurance. )
2. Total Cost WMark-up. This value is used to carpute the amual 10% replacement cost of minor items. These values have been inflated

using only 1st performance pericd factors (if any).

MINCR ITEMS
BASIC DATA USED TO DEVELOP THE
OTHER SPECIFICALLY ATTRIBUTABLE OOSTS SLMMARY WORKSHEET (LINE 3)

PERFCRMANCE PERICDS COVERED: ALL

12.5.1.4. Overhead Costs(Line 4).

12.5.1.4.1. Overview of Overhead Costs. This line includes two major categories of cost. The
first is operations overhead and is defined as those costs that are not 100% attributable to the
activity under cost comparison, but are generally associated with the recurring management or
support of the activity. Positionsin operations overhead cannot be used for staffing M EO man-
power requirements in the event of an in-house decision, including first-line supervision. The
MEO must include all manpower required to operate the in-house activity and all associated
MEO manpower costs included on Line 1 of the COMPARE CCF. The second is genera and
administrative overhead and includes salaries, equipment space and other activities related to
headquarters management, accounting, personnel, legal support, data processing management
and similar common services performed outside the activity, but in support of the activity.
These costs are affected by the conversion of work to or from in-house, contract or |SSA per-
formance.

12.5.1.4.2. A standard Government-wide factor of 12% is used to estimate overhead costs.
Waivers or deviations from this factor for specific cost comparisons or locations are not
allowed.

12.5.1.4.3. For each performance period of the cost comparison, Line 4 is calculated by mul-
tiplying Line 1 civilian personnel (both appropriated and nonappropriated) costs, including
fringe, by the standard factor of 12% (.12). Do not apply this factor to military personnel costs
since the military standard composite accelerated rates used to cost military positions already
include an overhead cost allowance. Figure 12.17. provides the worksheet format to be used
to reflect overhead costs.
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Figure 12.17. Overhead Costs Workshest.

Line 4
OVERHEAD COSTS WORKSHEET
Overhead Cost Factor: 0.12
(A) (B) (C)
Performance Civilian Overhead
Period MEO Costs Costs
1s 294183.03 35301.96
2" 596855 .24 71622.63
3rd 609035.08 73084.21
4th 621782.45 74613.89
5th
6th
7th
8th
9th
10th
Total 2121855.80 254622.69
FOOTNOTES:
~}1. Overhead Costs. These costs are developed by applying the overhead costs factor shown to the Civilian
MEO Costs for each performance period. It is not applied to military MEO positions (if any)
since military standard composite accelerated rates already consider overhead support costs.

12.5.1.5. Cost of Capital (Line5). The cost of capital is defined as an imputed charge on the
Government’s investment in capital assets necessary for the activity to provide the required ser-
vices. Basically, the imputed charge for the cost of capital is an opportunity cost: if the capital had
been devoted to another use, it would have provided other income or avoided interest expense.

12.5.1.5.1. The cost of capital is computed for capital assets acquired by the Government if
both of the following conditions exist: (1) The capital assetswill not be provided for use by the
contract/ISSA offeror, and (2) the capital assets were either acquired less than two years prior
to the start of the first performance period or are scheduled for acquisition within the perfor-
mance periods. It is computed for both shared assets, aswell as assets used solely by the activ-
ity under cost comparison.

12.5.1.5.2. To estimate the annual cost of capital, it is necessary to identify the acquisition
cost of new assets. For assets acquired by transfer, forfeiture or seizure, an engineering
appraisal may be used to establish the market value of the assets when the original acquisition
cost cannot be determined. The total cost of a new asset is the sum of its purchase price, and
transportation costs and any installation costs incurred in order to place the asset in operation
(if not already included in the purchase price). The total cost of an asset acquired by transfer,
forfeiture or seizure is the sum of its original purchase price or market value, transportation
and installation costs. The cost of capital is computed by applying a nominal cost of capital
rate (that varies according to the number of performance periods in a cost comparison) to the
estimated total cost of the asset for each performance period. Table 12.4. provides the cost of
capital ratesto be applied. The cost of capital isnot inflated. Since these and other factors/rates
in this Instruction are subject to change, update them, as required, to match the latest factors
issued by AFMIA.
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Table 12.4. Cost of Capital Rates.

Number of Performance Cost of Capital Rate Applied
Periodsin Cost Comparison
3 .0540
4 .0545
5 .0550
6 .0550
7 .0550
8 .0555
9 .0555
10 .0560

12.5.1.6. One-Time Conversion Costs (ENRC) (Line6). This line includes Government
one-time costs directly related to expansions, new requirements and conversions from contract to
in-house performance (ENRC). This line does not apply to cost comparisons that solely involve
in-house to contract conversions (these one-time conversion costs are included in Line 7, Addi-
tional Costs). Examples of ENRC one-time costs include office and plant rearrangements;
employee recruitment, training, and relocation expenses. Supporting documentation should indi-
cate clearly the type of costs anticipated, justification for inclusion and computation methods. The
total of the one-time costs is alocated to each annual performance period by dividing the total
one-time costs by the number of periods in the cost comparison. Do not inflate one-time conver-
sion costs. When developing one-time in-house personnel conversion costs, use the following
guidelines:

12.5.1.6.1. Civilian Hiring Costs. If additional servicing civilian personnel flight resources
will be required to support the selection, hiring, and processing of acivilian work force to staff
the MEO, the cost of the salaries and benefits are included on thisline. If temporary duty and
overtime support is to be used, only the cost of travel, per diem, and overtime pay isincluded.

12.5.1.6.2. Recruitment Costs. Likewise, funds expended for recruiting a work force (e.g.,
advertising) should also be included if they are significant. These estimates should be supplied
by the servicing civilian personnel flight based on experiencein the local area.

12.5.1.6.3. Relocation Costs. Relocation costs are included only when specific positionsin
the MEO are expected to be filled by Government employees from other locations who would
be eligible for a Government-sponsored move.

12.5.1.6.3.1. The servicing civilian personnel flight has the authority to determine if al
requirements can be met without Government-sponsored moves.

12.5.1.6.3.2. If placements from the DoD Priority Placement Program are made merely to
place adversely affected civilian employees, the cost is considered acommon cost to DoD.
The costs associated with the DoD Priority Placement Program (either relocation or sepa-
ration) isaDoD imposed cost that will continue to exist regardless of the MEO and is hot
charged to the MEO. These costs would continue to exist regardless of the method of per-
formance (contract/| SSA or MEO) and are not directly attributable to an MEO.
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12.5.1.6.3.3. Asmentioned in paragraph 12.6.5.2. of this Instruction, the cost of contract
performance includes relocation and retraining expenses for civilian employees assigned
to the MEO who would be adversely affected in the event of a contract/ISSA decision.
These one-time costs are entered on Line 12 of the COMPARE CCF. To ensure a level
playing field, the cost of in-house performance must smilarly include the cost of relocat-
ing civilian employees to fill vacant MEO civilian positions in the event of an in-house
decision.

12.5.1.6.4. Civilian Training Costs. If Government training (e.g., courses conducted by Field
Training Detachments) is to be used to qualify the contract work force and the in-house work
force at the same level as specified in the PWS, the cost is considered a common cost and is
not charged to either the cost of in-house or contract/| SSA performance. However, if Govern-
ment-furnished training is to be used to qualify the in-house work force only, the cost of the
training isincluded.

12.5.1.6.5. Trangitiontoan MEO Work Force. If the decision isto perform the work in-house,
the transition should be completed within the period specified in the Transition Plan. If the
decision isto convert to contract/I SSA performance, asimilar transition period may be appro-
priate, particularly when a large work force is involved. If the transition period and perfor-
mance specifications, as specified in the PWS, are exactly the same for in-house and
contractor/ISSA performance, including the planned man-hours of support to be provided by
the outgoing military work force, the cost is considered a common cost and is not charged to
either the cost of in-house or contract/I SSA performance. However, if the transition period
allowed thein-house activity is significantly more than specified for the contract/| SSA offeror,
the additional cost associated with the in-house transition must be included.

12.5.1.6.6. Early Hire of Key Personnel. When a new civilian work force isto be recruited to
replace a predominantly military work force, management may elect to hire certain key civil-
ian employees before the scheduled conversion date (e.g., supervisory personnel may be hired
early to assist in selecting the new work force. When this occurs, these costs must be included.
Figure 12.18. provides the worksheet format to be used to reflect one-time conversions costs.



AF138-203 19 JULY 2001 141

Figure 12.18. One-Timeln-House & Contract Conversion Costs Workshest.

ANYWHERE AFB, TX
) LINES 6 AND 12
ONE-TIME IN-HOUSE AND OONTRACT CONVERSION QOSTS WORKSHEET
COSTS BY PERFORMANCE PERICD
COST CATEGERY S 2 B 4™ 5™ TOTALS
A. IN-HOUSE CONVERSION COSTS
(LINE 6)
EMPLOYEE TRAINING 625.00 625.00 625.00 65.00 2500.00
: TOTALS 625.00 65.00 65.00 65.00 2500.00
B. (CONTRACT CONVERSION COSTS
(LINE 12)
SEVERANCE PAY 4289.87 4289.87 4289.87 4289.87 17159.48
TOTALS 4280.87 4289.87 4289.87 4280.87 17159.48
FOOTNOTE: Performance Periods. Performance periads 6 through 10 are displayed only when those periods include cost values.

12.5.1.7. Additional Costs(Line 7). This line includes any in-house Government costs not oth-
erwise properly classified on Lines 1 through 6. This cost category should reflect those additional
in-house Government costs resulting from unusual or special circumstances, which may be
encountered in a particular cost comparison. Common costs that continue to exist, regardiess of
the mode of performance, are not computed. Amounts entered on this line should be supported by
a definition of the type of cost reported, a justification for their inclusion, an explanation of the
underlying assumptions, and methods of computation. In addition, cost comparisons that solely
involve in-house to contract cost comparisons (i.e., it is not an ENRC cost comparison) should
consider the applicability of including in this line any of the one-time conversion costs itemized
for Line 6. Those costs may particularly be applicable to cost comparisons involving in-house
activities with a large military work force. Figure 12.19. provides the worksheet format to be
used to reflect additional costs.
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Figure 12.19. Base Year Additional Costs Wor ksheet.
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CATEGIRY

(LINE 7)

FILM PROCESSING

(LINE 1)

UNIFORMS

FOOTNOTE :

A. IN-HQUSE ADDITIONAL QOSTS

TOTALS

B. OONTRACT ADDITIONAL COSTS

TOTALS

ANYWHERE AFB, TX
LINES 7 AND 11
BASE YEAR ADDITICONAL OOSTS WORKSHEET
BASE YEAR IS AS OF: 08/01/96)

BASE YEAR COSTS BY PERFORMANCE PERICD

/6 /7 8 o
800.00 £00.00 800.00 800.00
800.00 800.00 800.00 800.00

2000.00 2000.00 2000.00 200000
2000.00 2000.00 2000.00  2000.00

1. Performarce Periods. Performance periods 6 through 10 are displayed only when those periods include cost values.

5T TOTALS
/10TH

3200.00

3200.00

8000.00

8000.00

12.5.1.8. Total In-House Costs (Line 8) . This line reflects the sum of Lines 1 through 7. This
entry concludes the development of the in-house cost of the activity being cost compared.

Section 12D— Developing the Cost of Contract or 1 SSA Performance

12.6. Outlineof Policy I mplementation. Contract or ISSA performance costs include both the amount
to be paid to the contract/I SSA offeror (price), and the additional costs to the taxpayer that would be
incurred in the event of a conversion to contract/| SSA performance.

12.6.1. The solicitation will notify the contract/I| SSA offerors that a comparison will be made
between the cost of contracting, the cost of in-house performance and, if appropriate, the cost of per-
formance through an ISSA. A contract may or may not be awarded as a result.

12.6.2. Contract Price (Line9).

12.6.2.1. Contract Types and Price. The contract/I SSA price reflects the cost to perform the
requirements of the PWS as presented by the contract/ISSA offeror selected to compete against
the in-house offer. In determining the amount to be recorded as the contract price, the type of con-

tract must be considered.

12.6.2.1.1. For a Sealed Bid, firm fixed price contract, the price of the low responsible,
responsive bidder is entered. If afirm fixed price contract is to be negotiated, the negotiated
priceis entered.

12.6.2.1.2. For a cost-reimbursement or cost-sharing type contract, enter the low negotiated

estimate.
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12.6.2.1.3. For acontract with an incentive or award fee, enter 65% of the potential maximum
incentive or award fee plus the contract cost of the most advantageous offer to the Govern-
ment.

12.6.2.1.4. For atime and material or labor-hour contract, enter the estimated total cost of the
successful offer.

12.6.2.2. Tax Exempt Organizations. If the apparent successful offeror is a tax-exempt organiza-
tion, the tax-exempt contract priceis adjusted to add the estimated Federal income taxesto be paid
by the lowest non-tax exempt offeror. This adjustment is necessary to determine which offeror has
the lowest overall cost to the Government.

12.6.2.2.1. Cadculate the Federa tax adjustment by: (1) Multiplying the applicable industry
tax rate from Attachment 9 by the contract price of the lowest responsible, responsive non-tax
exempt offeror for each performance period; and (2) adding these calculated Federa income
taxesto the lowest responsible, responsive tax-exempt offeror for each applicable performance
period.

12.6.2.2.2. Compare the tax-exempt’s adjusted offer to the low non tax-exempt offer. The
lowest cost offer, after this comparison, competes against the Government’s in-house cost esti-
mate and any ISSA offers. This comparison is only to determine which offer to enter on Line
9. Once determined, the actual offer, not the adjusted value, isentered on Line 9. Figure 12.20.
provides aworksheet for making this comparison.

Figure 12.20. Tax-Exempt Organization Wor ksheet.

1. Applicable Bids or Proposals:

a. Successful Taxable Organization Offer:

(Enter Offer)
b. Tax-Exempt Organization Offer:

(Enter Offer)
2. Estimated Federal Income Tax for Taxable Organization:

Lowest Taxable Organization Offer (from la above)
X Federal Income Tax Rate (from Attachment 9) X
= Federal Income Taxes

3. Adjustment for Tax-Exempt Organization:

Tax-Exempt Organization Offer (from 1b above)
+ Federal Income Taxes (from 2 above) +
= Adjusted Tax-Exempt Organization Offer

If the adjusted tax-exempt organization offer is less than the lowest taxable organization offer, the unadjusted tax-
exempt offer goes on the COMPARE CCF, Line 9. If the adjusted tax-exempt organization offer is greater than the
taxable organization offer, the taxable organization offer goes on the. COMPARE CCF, Line 9. In cases where they
are identical, the unadjusted taxable organization offer goes on the COMPARE CCF, Line 9.

12.6.2.3. Preference Eligible Organizations. If a preference eligible contractor meets the require-
ments of an unrestricted solicitation, and is an otherwise fully responsive offeror, the preference
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eligible may compete with non-preference eligible offerors. This is accomplished by adding 10%
of each non-preference eligible’s offer to their own offer for initial comparison purposes only. For
example, anon-preference eligible’s offer is $10,000,000 for al performance periods; for compar-
ison purposes only, their offer would be marked-up by 10% (i.e., $10,000,000 X 1.10 =
$11,000,000). The lowest offer, after adjustment, is chosen to compete with the Government’s
in-house cost estimate and ISSA offers. If the preference ligible’s offer is lower than al other
commercial sources--after adjustments--enter the preference eligible’s price on Line 9. If the
non-preference eligible’s adjusted price is lower, enter the unadjusted non-preference eligible’'s
price on Line 9. Under the Santorum Amendment [10 USC 2313(e)(3)(B)], the Preference Pro-
gram may not be available every year, depending on DoD’s success the previous year in awarding
5% of its contracts to preference-eligible firms. Therefore, the contracting officer will determine
whether preferences (including application of the 10% rule), should be applied in the year during
which the cost comparison is conducted.

12.6.2.4. Figure 12.21. provides the worksheet format to be used to reflect both the contract price
and Federal Income Tax information.
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Figure 12.21. Contract/I SSA Price & Federal Income Taxes Wor ksheet.

ANYWHERE AFB, TX
CONTRACT/ISSA PRICE (LINE 9) AND FEDERAL INCOME TAXES (LINE 14) WORKSHEET

INDUSTRY CODE T1a. 40-28-3860
ABRV. NAME T1b. Photographic Equip

IS LOWEST ACCEPTABLE BIDDER TAX EXEMPT? T2.  (Y/N)
ARE THERE ANY TAXABLE BIDS? T3.  (Y/N)
TAX RATES: FEDERAL T4a. 0.0250
STATE/LOCAL T4b. 0.0000
TOTAL.  Thc. 0.0250
CONTRACT/ISSA PRICE AND FEDERAL INCOME TAX INFORMATION:
TAXABLE ORG. - - - TAX-EXEMPT ORGANIZATION - - -
CONTRACT CONTRACT/ ESTIMATED ADJUSTED FEDERAL
PERF. PRICE ISSA PRICE TAXES PRICE INCOME TAX
PERIOD a b c d e
18t 15
2nd 16
3rd g7
4th 18
sth 19,
th 110
th g
th 112
oth 113,
10th 114,
TOTALS T15.

LOWEST EVALUATED PRICE: TAXABLE ORG. T1éa.
Tax-Exempt Org. T16b.

FOOTNOTES:

1. Contract and/or I1SSA Price (Columns a and b). The '"x" marking on either data elements T16a or
T16b tells the columnar price selected for entry onto the cost comparison form.

2. Federal Income Tax (Column e). Federal income taxes are entered on the cost comparison form, as a
deduct to the cost of contracting, only when the winning contract price is from a taxable organization.

12.6.3. Contract Administration (Line 10).

12.6.3.1. Contract administration costs are incurred in administering a contract/I SSA. It includes
the cost of reviewing compliance with the terms of the contract, processing payments, negotiating
change orders, and monitoring the closeout of contract operations.

12.6.3.2. Personnel requirements for contract administration are limited to those shown on Table
12.5.. These requirements vary by the number of FTE positionsin the MEO of the function under-
going cost comparison

12.6.3.3. If the solicitation includes existing MEO subcontracts, the CMEs associated with these
subcontracts are added to the FTEs reflected in the MEO to determine the total number of contract
administration positions required. For example, an MEO of 15 FTEs plus 6 CMEs (in an existing
MEO subcontract) would require 2 contract administration positions. These requirements nor-
mally are costed and allocated as civilian positions. Costs for these positions are computed in the
same manner as for Line 1 (Personnel Costs) and are inflated by applying all applicable inflation
factors. Also, material and supply costs (computed in the same manner as Line 2 - Material and
Supply Costs) and other specificaly attributable costs (computed in the same manner asLine 3 -
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Other Specifically Attributable Costs) are considered when developing costs in support of these
positions. EPA, SCA and DBA provisions do not apply to any costs associated with this line.
Exception: Contract Administration positions for MEO subcontracts are not included when: (1)
existing MEO subcontracts will be made available to a perspective contractor/| SSA offeror, or (2)
existing MEO subcontracts are being resolicited as part of the solicitation on the basis of an "any
or al" offer, and separate line item bids are being requested for the workloads performed by the
in-house work force and the MEO subcontracts. Under this situation, the cost comparison is lim-
ited to comparing the costs of performing the MEO in-house work force workloads and contract/
ISSA offersreceived for that same workload.

Table 12.5. Contract Administration Factors.

MEO FTE Range Contract Administration FTE Requirement
10 or less 5
11-20
21-50
51-75
76-100
101-120
121-150
151-200
201-250
251-300
301-350
351-450 11
451 and above 2.5% of in-house MEO staffing

12.6.4. Additional Costs(Line 11).

12.6.4.1. This cost element includes any additional costs to the Government, such as transporta-
tion or purchased services resulting from unusual or special circumstances, that may be encoun-
tered in particular cost comparisons.

OO N O U | W NP

=
o

12.6.4.2. The supporting documentation for additional costs should describe the nature of the cost
item and indicate the reason the additional cost will not be incurred if the activity is performed
with the agency’s in-house resources.

12.6.4.3. The costs entered on Line 11 should be supported by a definition of the type of cost
reported, justification for inclusion, methods of computation, and, if applicable, a detailed listing
of the cost components.

12.6.4.4. Figure 12.19. provides the worksheet format to be used to reflect additional costs.

12.6.5. One-Time Conversion Costs (Line 12). This line includes one-time costs associated with a
cost comparison decision to award a contract rather than to implement the MEO. Only MEO costs
related to the decision (e.g., relocation cost of employees that would have been assigned to the MEO)
areincluded. Supporting documentation should indicate clearly the type of costs anticipated, justifica-
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tion for inclusion and computation methods. The total of the one-time costs are allocated to each
annua performance period by dividing the total one-time costs by the number of periods in the cost
comparison. Do not inflate one-time conversion costs. One-time conversion costs sometimes
include:

12.6.5.1. Material-Related Cost. A conversion may result in certain items of Government mate-
rial that would otherwise have been used by the in-house MEO, becoming excess and available for
transfer to another in-house activity or to the contract/I SSA offeror.

12.6.5.1.1. Transfer of Materials to a Contract/| SSA Offeror. When an in-house activity is
converted to contract/I SSA performance, it may be possible to transfer the material originally
intended for use by the MEO to the contract/ISSA offeror. When that is possible, only the
one-time costs associated with transferring the material to acontract/I SSA offeror areincluded
(e.g., physical Inventory, packing, crating, transportation, etc.). The following cost factors
should be used, if more precise costs are not known, to estimate the cost associated with the

transfer:
Percentage of Current Replacement Cost
Packing, Crating, and Handling 3.5%
Transportation 3.75%

If transfer of existing materials to the contract/I SSA offeror is feasible, and the agency elects not to pro-
vide the material, no material handling charges (e.g., physical Inventory, packing, crating, transportation,
etc.) are assessed against the cost of contract/ISSA performance.

12.6.5.1.2. Disposa or Transfer of Materials to Another Government Activity. The benefit
generated to the Government as a result of a conversion and a decision not to provide certain
MEO materialsto the contractor/ISSA offeror is considered aone-time reduction to the cost of
contract/ISSA performance. When material is disposed of, the benefit (i.e., gain) is equal to
the estimated recovery less the cost of disposal; when materia is transferred to another Gov-
ernment activity, the benefit (i.e., gain) is equal to the original cost less the cost of transfer.

12.6.5.1.3. The Government should not dispose of or transfer MEO materials unless there is
an economic advantage to the Government. If the cost of disposal or transfer exceedsthe value
of the materials, such that there isanet loss, no such losses are assessed against the contractor
or ISSA. Management has made a decision not to make the materials avail able to the contrac-
tor or ISSA irrespective of the economic costs related to such a decision.

12.6.5.2. Labor-Related Costs. The computation and analyses associated with these costs may
require alevel of expertise which may or may not exist at asmall civilian personnel flight and may
require augmentation from AFPC/DPC and, possibly, the command. A conversion normally
resultsin certain one-timelabor-related expenses. These may include severance pay, health benefit
costs, homeowner assistance, relocation, and retraining expenses, and initial contractor or |SSA
security clearance requirements. The amount of these expenses is computed in consultation with
the servicing civilian personnel flight. Only those expenses which can reasonably be expected to
be paid out and which would not result from an in-house decision, are included. Terminal leave
costs, such as lump sum payment of accrued annual leave, costs related to incentive pay for early
release or retirement, and unemployment compensation are not costed nor included. Civilian sev-
erance pay costs are computed as follows:
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12.6.5.2.1. Appropriated Fund Civilian Positions. Estimated severance pay is calculated at a
maximum rate of 4% of the annual basic pay (first performance period only) of the appropri-
ated fund civilian MEO positions entered on Line 1, without fringe benefits;, waiversto use a
higher rate is not allowed by OMB. When the number of civilian appropriated fund positions
in the MEO is higher than the number of assigned civilian appropriated fund employees, the
result of the estimated severance pay calculation is multiplied by the ratio of the number of
civilian appropriated fund employees assigned to the number of positions established by the
MEO.

12.6.5.2.2. NAF Civilian Positions. When a cost comparison includes non-appropriated fund
employees, severance pay costs for these employees is separately computed and added to the
cost of civilian appropriated fund severance pay costs (if any). A standard severance pay rate
is not established for NAF civilian positions. These costs must be determined and obtained
from the servicing NAF financial management office for employees scheduled to fill MEO
positions.

12.6.5.3. Transition to Contract or ISSA Work Force. Solicitations, and resultant contracts, may
contain contractor phase-in periods which allow the contract/| SSA offeror time to transition the
function from an in-house to a contract/I| SSA operation. In some cases, such phase-in periods may
require assistance from the Government as set forth in the solicitation or contract. In such cases,
these transition costs are included on Line 12. If the activity under cost comparison is predomi-
nantly military, the transition to a contract, ISSA or in-house work force may be identical. In this
case, no transition costs would be included on Line 12. However, if the transition period allowed
the contract/I SSA offeror is significantly more than specified for the in-house MEO, the additiona
cost associated with the transition must be included. An example may be where a contract/| SSA
offeror will not be permitted to use Government owned facilities, and the contract/ISSA offeror
will require extratime to purchase or build their own facilities.

12.6.5.4. Other Costs. A conversion may require an agency to take certain actions that would not
be necessary if the activity were continued in-house. Agencies have an obligation to mitigate these
costs and justify why such costs are necessary. For example, it may not be possible to terminate a
rent or lease agreement without a penalty fee, or it may be necessary to move materialsthat are not
associated with the activity under cost comparison to another location in order to facilitate conver-
sion or the contractor’s or ISSA’s use of afacility. Such terminations, penalty or facilitation costs
are also costs caused by the conversion and should be included.

12.6.5.5. Figure 12.18. provides the worksheet format to be used to reflect one-time conversion
Costs.

12.6.6. Gain on Assets (Line 13). As the Government develops its MEO, certain assets may be
found to be no longer needed. These assets may be disposed of or transferred without consideration in
a cost comparison. The cost comparison is concerned with comparing the Government’s MEO with
that of the best commercial/I SSA offeror. Therefore, only those assets that are to be used by the Gov-
ernment’s MEO and not made available to the contractor or ISSA are considered on Line 13.

12.6.6.1. The Government should not dispose of or transfer MEO assets unless there is an eco-
nomic advantage to the Government to do so. If the cost of transfer exceeds the net book value of
the asset, such that there is a net loss, no such losses are assessed against the contractor or 1SSA.
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Management has made a decision not to make such assets available to the contractor or ISSA irre-
spective of the economic costs related to such a decision.

12.6.6.2. The net gain generated to the Government as aresult of a conversion to a contract/| SSA
and adecision not to provide certain MEO assetsto the contractor or |SSA should equate to the net
book value of the asset |ess any costs incurred to remove the asset. Figure 12.22. provides exam-
ple computations for developing net gain associated with the disposal or transfer of Government
assets (capital or minor).
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Figure 12.22. Example Computation of Gain on Assets.
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EXAMPLE COMPUTATIONS FOR GAIN ON ASSETS

Asset/FSC (Capital Original Disposal Value Disposal (B x Disposal/ Gain (-) (E-D)
or Minor Item) Acquisition Factor C)or Trans Transfer
Cost fer Value Cost
A B C D E F

Humidity  Control | $4500 (Unit | .5556 $2500 $326 -$2174
I nstrument/ 6685 | Price)
(Minor Item -
Disposal)
Closed Circuit T.V./ | $75000 Not Applicable | $30,000 (Net | $530 -$29470
6710 (Capital (Item Is Being | Book Value)
Equipment - Transferred)
Transfer)
Building S-725 | $300000 Not Applicable to | $200000 (Net | $5689 -$194311
(Capital  Fecility - Facilities Book Value)
Transfer)

Column Instructions
A. Asset/FSC This column shows the nomenclature of the capital asset or minor item. (Expendable

items of material that become available for transfer or disposal are covered under Line
13 (Gain on Assets). Line 13 includes capital assets and minor items only.

B. Original | 1. For capital equipment assets, the entry showsthe original acquisition cost of the asset,

Acquisition Cost

plus transportation and installation costs if not already included in the purchase price,
plus any costs for capital improvement.

2. For capital facility assets, the entry shows the original acquisition cost of the facility,
plus transportation and installation costs if not already included in the purchase price
(e.g., amobile facility), plus any costs for capital improvements.

3. For minor items, this entry shows the unit price of theitem.

C. Disposal Value
Factor

For capital equipment and minor items being disposed, this entry should reflect the
appropriate factor from Attachment 8. However, for purposes of this example, a
different factor was used to produce a gain on this asset. Disposal value factors do not
apply to the transferred assets. Also, standard disposal factors for facilities do not exist.

1. For capital equipment being transferred, this entry shows the net book value (original
acquisition cost of the asset less its accumulated depreciation); for minor items being
transferred, it reflects the unit price.

2. For capital equipment and minor items being disposed, the entry shows the disposal
value (original acquisition cost, Column B) X Disposal Value Factor (Column C).

This entry shows the estimated cost to dispose or transfer the asset. When more precise
costs are not available from the property disposal officer or appropriate authority, usethe
following factors: (1) For packing, crating and handling costs, apply a factor of 3.5%
to the net book value of the capital asset (equipment or facility) or the unit price of the
minor item. (2) For transportation costs, apply afactor of 3.75% in the same manner.

D. Estimated
Disposal/Transfer
Value

E. Estimated
Disposal/Transfer
Cost

F. Gain (-)

Thisentry showsthe cost benefit to the Government from disposal or transfer of the asset
or minor item. It is computed by subtracting Column E minus Column D. Only minus
results may be included on Line 13 of the COMPARE CCF since they represent a gain
to the Government.
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12.6.6.3. Figure 12.23. provides the worksheet format to be used to reflect gain on assets costs.

Figure 12.23. Gain on Assets Wor ksheet.

LINE 13
GAIN ON ASSETS WORKSHEET
(CAPITAL AND MINCR ITEMS)
DISPOSAL/
CRIGINAL DISPOSAL  TRANSFER  DISPOSAL/
PERFORMANCE ACQUISITION VALUE VALUE TRANSFER GAIN (=)
PERICD ASSET/FSC cosT FACTCR (CXD) 0osT (F-E)
A B c D E F G
18T
(04/01/97 - 09/30/97)
MINCR
MARKER, TRAFFIC/4%40 4662.00 1.0000 4662.00 338.01 -4323.99
AIRLESS SPRAL INIT/4940 2265.00 1.0000 2265.00 164.22 -2100.78
AGITATCR, PAINT/4940 475.00 1.0000 475.00 34.44 -440.56
SUBTOTALS (BY CATEGORY) 7402.00 536.67 -6865.33
SUBTOTALS (BY PERFCRMANCE PERICD) 7402.00 536.67 -6865.33
END OF REPCRT TOTALS 7402.00 536.67 -6865.33
FOOTNOTES:
1. Disposal/Transfer Value Colum. For items to be transferred to another activity, this entry represents the Net Book Value of the item.
For items being discarded, this entry represents its disposal value and is carputed by multiplying Colum C by
Colum D.
2. Gain Colum. The values shown under this colum represent a reduction to the cost of contracting.

12.6.7. Federal Income Tax (Line 14).

12.6.7.1. When developing the Government’s cost of contract performance, the potential Federal
income tax revenue should be considered. Since contract performance would provide the contrac-
tor with income subject to tax, an estimated amount of such taxesis an appropriate deduction from
the net cost to the Government, unless the prospective contractor is a tax-exempt organization.

12.6.7.2. To smplify the tax computation, Attachment 9, prepared by the Internal Revenue Ser-
vice, provides, by types of industry, appropriate tax rates in relation to business receipts. The
industry groupings conform to the Department of Commerce-issued Enterprise Standard Indus-
trial Classification. To determine the amount of estimated Federa income tax, the contract price
on Line 9 of the COMPARE CCF for each period of performance is multiplied by the applicable
tax rate. The estimated amount of Federal income tax is entered on Line 14 as adeduction (i.e,, a
negative value) to the cost of contracting. This computation is made after entry of the contract
price on Line 9 of the COMPARE CCF. Figure 12.21. provides the worksheet format to be used to
reflect both the Federal Income Tax and contract price information.

12.6.8. Total Contract Costs (Line 15) . Thisline reflects the sum of Lines 9 through 14. This entry
concludes development of contract or | SSA performance costs.

Section 12E— Conversion Differential and Cost Comparison Decision

12.7. Minimum Conversion Differential (Line 16).
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12.7.1. A minimum cost differential of the lesser of: (1) 10% of total personnel costsin Line 1 of the
COMPARE CCF or (2) $10 million over the performance period, is established that must be exceeded
before converting to or from in-house, contract, or ISSA performance. The minimum differential is
established to ensure that the Government will not convert for marginal estimated savings.

12.7.2. Whenever a cost comparison involves amix of existing in-house, contract, new, or expanded
requirements, or assumes full or partial conversions to in-house performance, each portion is
addressed individually and the total minimum differential is calculated accordingly. When using the
COMPARE software program, these types of cost comparisons are treated as expansions to permit
COMPARE to individually address and calculate each portion. The minimum conversion value under
these type of cost comparisons may be a negative or positive value. It will be a negative value when
in-house personnel costs associated with contract to in-house conversions, new requirements and/or
expansions are less than 50%.

12.7.3. Table 12.6. provides an overview of the formulas and computations involved in developing
the minimum conversion differential for each type of cost comparison (i.e., in-house to contract,
expansion, new requirement, and conversions from contract to in-house performance).

Table 12.6. Formulas For Computing The Minimum Conversion Differential.

. Definition of Formula Variables
Variable and Variable Name Worksheet Or Individual Record Source

A = Total Personnel] Costs From Line 1 Line 1, Personnel Costs Worksheet for 1st and Subsequent
Performance Periods (End-Of-Report Summary Total).
This represents the ratio of Line 1 personnel costs related to
the expansion divided by Line 1 total personnel costs.
Example: $500K (personnel costs related to expansion )/
$2.1M (total Line 1 personnel costs) = .238.
C = Cost Differential Factor 10% (or $10M, whichever is less).
X = Minimum Conversion Differential The result of the computations.

Formulas Applied to Each Type of Cost Comparison

B = Ratio of Added Personnel Costs Related
To An Expansion

Type of Cost Comparison Formula
In-House To Contract X = A * C or $10M, :whichever is less
Expansion X=(A*B*C)-[A*(1-B) * C] or $10M, whichever is less

Contract To In-House

X =A * Cor $10M, whichever is less

New Requirement

X =A * C or $10M, whichever is less

12.8. Adjusted Total Cost of In-house Performance (Line 17). The entry for this line is dependent
upon the type of cost comparison being performed.

12.8.1. In-house to Contract Cost Comparisons. For pure in-house to contract cost comparisons (i.e.,
cost comparison does not involve amix of existing in-house, contract, new, or expanded requirements,
or assumesfull or partial conversionsto in-house performance), this entry represents the value of Line
8.

12.8.2. Expansions, New Requirements, and Conversion From Contract to | n-house Performance
(ENRC). For ENRC cost comparisons, this entry represents the sum of Lines 8 and 16.
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12.9. Adjusted Total Cost of Contract or |SSA Performance (Line 18). The entry for thisline is
dependent upon the type of cost comparison being performed.

12.9.1. In-house to Contract Cost Comparisons. For pure in-house to contract cost comparisons (i.e.,
cost comparison does not involve amix of existing in-house, contract, new or expanded requirements,
or assumes full or partial conversionsto in-house performance), this entry represents the sum of Lines
15 and 16.

12.9.2. Expansions, New Requirements and Conversion From Contract to In-house Performance. For
ENRC cost comparisons, this entry represents the value of Line 15.

12.10. Decision - Line 18 MinusLine 17 (Line 19). This entry represents the value of Line 18 minus
Line17.

12.11. Cost Comparison Decision (Line 20).

12.11.1. Accomplish In-house. If the entry in Line 19 is a positive value, an “X” is entered next to
“Accomplish In-house.”

12.11.2. Accomplish By Contract. If the entry in Line 19 is a negative value, an “X” is entered next
to “Accomplish By Contract.”

12.12. SignatureLines(Lines21-27).

12.12.1. In-house MEO Certification (Line 21): The manpower and organization officer typically
certifiesthe

MEO unless otherwise designated by the commander.

12.12.2. In-house Cost Estimate Prepared By (Line 22): Signature of the individual who prepared the
government cost estimate (typically the manpower and organization representative responsible for
devel oping the government cost estimate or the CSM SG chairperson).

12.12.3. Independent Review Certification (Line 23): A representative of the financial management
office who is the cost comparison IRO.

12.12.3.1. Review Prior to Entry of Contract/ISSA Price on Line 9 (Line 23a): Certification is
made by the IRO prior to entering the contract/I SSA price on the COMPARE CCF.

12.12.3.2. Review After Entry of Contract/ISSA Priceon Line 9 (Line 23b): Certification is made
by the IRO after entering the contract/I SSA price on the COMPARE CCF to ensure the COM-
PARE CCF is correct.

12.12.4. Cost Comparison Completed By (Line 24): Signature of the person who completes the
COMPARE CCF upon receipt of the contract/ISSA price from the contracting officer. This person is
typically the manpower and organization representative responsible for developing the government
cost estimate or the CSM SG chairperson (i.e., the same person who developed the in-house cost esti-
mate).

12.12.5. Contracting Officer (Line 25): Signature of the contracting officer who performs the cost
comparison and determines the results of the cost comparison (i.e., in-house or contract/I SSA).
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12.12.6. Tentative Cost Comparison Decision Announced By (Line 26): Signature of the contracting
officer who announces the tentative cost comparison decision to directly affected parties.

12.12.7. Appeal Authority (if applicable) (Line 27): Signature of the AAP Authority (required only
when an appeal determines the final cost comparison decision).

12.13. Revising the Government Cost Estimate . Procedures for revising the government cost estimate
after submission to the contracting office are outlined at paragraph 17.5. of this Instruction.



AFI38-203 19 JULY 2001 155
Figure 12.24. COMPARE Cost Comparison Form (CCF) Page 1.

COST CCMPARISON OF
IN-HOUSE VS. CONTRACT (R ISSA PERFCRMANCE
As Of: 0B-Jut-97
ACTIVITY IDENTIFICATION

AGENCY: AFMIA COST COMPARISON TITLE: AFI 38-209
LOCATION: RANDOLPH AFB, TX (AET) COST CCMPARISON NLMBER: FAFM38209

PERFCRMANCE QOSTS
(Rourded to nearest col lar)

-------- PERFORMANCE PERICDS - - - - - - - -

First Secord Third Additional Total

IN-HCUSE PERFORMANCE COSTS

1. Persarel Costs 294183 596855 609035 621782 2121855
2. Material & Suply Costs 348 4745 4796 4848 16737
3. Other Specifically Q43 19140 19425 19719 67727

Attributable Costs
4. Overhead Costs 35302 71623 73084 74614 54623
5. Cost of Capital 2042 20462 2042 2042 8168
6. One-Time Carversion 65 &5 65 65 2500
Costs (ENRC)

7. Additional Costs 800 800 800 800 3200
8. Total In-house Costs 344743 65830 709807 724430 2474810
OONTRACT OR ISSA PERFORMANCE COSTS

9. Contract or ISSA Price 0 0 0 0 0
10. Contract Adninistration 0 0 0 0 0
11. Additional Costs 2000 2000 2000 2000 8000
12. Ore-time Corversion Costs 4290 4290 4290 4290 17160
13. Gain on Assets (6865) 0 0 0 (6865)
14. Federal Incame Tax (Dedict) 0 0 0 0
15. Total Contract or ISSA Costs (575) 6290 6290 60 1895
DECISION

16. Minimun Cowversion Differential 212186

17. Adjusted Total Cost of In-house Performance

18. Adjusted Total Cost of Contract or ISSA Performance

19. Decision - Lire 18 Minus Lire 17

20. Cost Carparison Decision: Accaplish In-house:
Accarplish By Contract:

REMARKS:

1. For details on each cost camparison lire, please see the cost camparison documentation and besic data
worksheets.

. 2. Adjusted Total Cost of In-house Performance (Lire 17). This entry reflects the sum of Line 8 ad a

cost differential (when required) to account for Cost Carparisons imvolving expansions, new recurirements,

ad Contract to In-house Corversions (ENRC).

3. Adjusted Total Cost of Contract or ISSA Performance (Lire 18). This entry reflects the sum of Lire 15 ad
a cost differential (when required) to accaunt for in-house-to-contract corversions.
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Figure 12.25. COMPARE Cost Comparison Form (CCF) Page 2.

21.

2.

5.

7.

COST COMPARISON OF
JIN-HOUSE VS. CONTRACT PERFCRMANCE

SIGNATURES PAGE

AGENCY: COST COMPARISON TITLE:
LOCATION: COST COMPARISON NUMBER:

In-house MEO Certification:

" certify that, to the best of my krowledge and belief, the in-house organization reflected in this cost conparison is
the most efficient ard cost effective organization that is fully capeble of performing the scope of work and tasks
required by the Performance Work Statement. I further certify that I have dbtaired fram the appropriate authority
corcurrence that the organization structure, as proposed, can and will be fully inplemented -- subject to this cost
camparison, in accordance with all goplicable Federal regulations."

Certified By: Date:

Office ad Title

In-house Cost Estimate Prepared By: Date:

Independent Review Certification:

" certify that I have reviewed the Performance Work Statement, Management Plan, In-house cost estimates and supporting
documentation available prior to bid gpening ad, to the best of my knowledge and ability, have determined that: (1) the
ability of the in-house MEO to perform the work contained in the Performance Work Statement at the estimated costs
included in this cost camparison is reasonebly esteblished and, (2) that all costs entered on the cost camparison have
been prepared in accordance with the requirements of Circular A-76 and its Suypplement."

a. Review prior to entry of Contract/ISSA Price on Lire 9.

Certified By: Date:

Office ad Title
b. Review after entry of Contract/ISSA Price on Lire 9.

Certified By: Date:

Office ad Title

Cost Carparison Catpleted By: Date:

Contracting Officer: Date:

26. Tentative Cost Carparison

Decision Amnounced By: Date:

Appeal Authority (if applicable): Date:
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Chapter 13

STREAMLINED COST COMPARISON

13.1. General. This chapter provides AF policy and policy implementation for determining the cost
effectiveness of converting in-house activities operated with 10 or less civilian employees (and any num-
ber of NAF civilian employees, and/or direct/indirect-hire non-US citizen employees) to contract/| SSA
performance using the streamlined cost comparison process. Streamlined cost comparisons cannot be per-
formed on CAs with military authorizations. (See Chapter 6 of this Instruction for Standard Cost Com-
parisons and Chapter 14 of this Instruction for Direct Conversions.)

13.2. Palicy.

13.2.1. A commander may nominate an in-house activity for cost comparison using the streamlined
cost comparison process only if al of the following conditions are met:

13.2.1.1. The activity is not inherently Governmental or military essential as defined in Chapter
2 and Chapter 4 of this Instruction, respectively.

13.2.1.2. It is determined that a streamlined cost comparison will serve the equity and fairness
objectives of OMB Circular A-76 for conversion and the activity:

13.2.1.2.1. Is performed by 10 civilian employees or less (and any number of NAF civilian
employees, and/or direct/indirect-hire non-US citizen employees) and no military, and the
commander will certify the existing organization as an MEO, and

13.2.1.2.2. Will compete largely on alabor and material cost basisin activities such as, but not
limited to, custodial, grounds, refuse, pest control, warehousing and maintenance services, and

13.2.1.2.3. Will not require significant capital asset purchases or all equipment reguirements
will be Government Owned/Contractor Operated (GOCO), and

13.2.1.2.4. Involves a service that is commonly contracted by the Government, and there are
no less than our comparable AF contracts of the same general type and scope.

13.2.1.3. The conversion to contract is cost effective as required by 10 USC 2461 and 2462.
13.2.1.4. Itisapproved by HQ USAF/XPM.

13.2.2. Streamlined cost comparisons will use existing PWSs, with only minor modification, to
define the scope of the competition to permit the conduct of a market research/analysis as required by
this process. New PWSs are not permitted.

13.2.3. Inno case, shall any CA involving morethan 10 civilian employees be modified, reorganized,
divided, or in any way changed for the purpose of circumventing the requirements of this chapter per
10 USC 2461.

13.2.4. A commander has the option of performing a standard cost comparison on any activity that
meets the requirements for a streamlined cost comparison.

13.2.5. The streamlined cost comparison process is subject to the same requirements as the standard
cost comparison process with the following exceptions:
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13.2.5.1. The commander certifies the current organization as an MEO. (See paragraph 11.2.1.2.
of this Instruction for Management Plan requirements.)

13.2.5.2. A market research/analysis is used to justify the conversion from in-house to contract/
ISSA performance.

13.2.6. TheRight of First Refusal appliesto adversely affected civilian employees.

13.2.7. Cost comparison time limits and cancellation policy in Chapter 5 and Chapter 6 of this
Instruction apply to the streamlined cost comparison process.

13.2.8. CAMISrequirementsin Chapter 6 of this Instruction apply to the streamlined cost compari-
SON Process.

13.2.9. All requirements for the standard cost comparison process in this Instruction apply to the
streamlined cost comparison process unless otherwise noted in this chapter.

13.2.10. Freedom of Information Act Considerations.

13.2.10.1. Datarelative to the streamlined cost comparison process must be safeguarded to pro-
tect the integrity of the cost comparison process.

13.2.10.2. Releasing the UMD. The UMD isnot releasable under FOIA.

13.2.10.3. Releasing the Management Plan. The Management Plan is rel easable after completion
of the cost comparison.

13.2.10.4. Releasing the TPP. If the TPP will be the basis for future competitions, it may be with-
held; otherwise, it is releasable after completion of the cost comparison.

13.3. Policy Implementation.

13.3.1. Prior to nomination of a candidate for a streamlined cost comparison, the contracting officer
conducts a market research/analysis to meet the criteriain paragraph 13.2.1.2. of this Instruction.

13.3.2. Nomination of Candidates. If the criteria for the streamlined cost comparison are met, notifi-
cation is made in accordance with Chapter 5 of this Instruction.

13.3.3. After HQ USAF/XPM approval isreceived, the commander makes a public announcement to
the directly affected civilian employees and their representatives as well as directly affected military.
If apressrelease or other public announcement is desired, these must be made after the employees and
their representatives are notified.

13.3.4. An Estimated Contract/ISSA Price Is Developed. The contracting officer completes the mar-
ket research/analysis (based on at least four comparable AF contracts) by developing an estimated
Contract/I SSA Price from the range of contract costs. Adjustments for differences in scope may be
necessary when developing this price.

13.3.5. A Government Cost Estimate Is Developed. A Government Cost Estimate, based on the cur-
rent organization, is developed by the functional OPR and servicing manpower and organization
office. The estimate is developed to reflect both in-house and contract performance costs.

13.3.5.1. In-house Performance Costs. Complete only the following COMPARE CCF line num-
bers:
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13.3.5.1.1. Linel, Personnel Costs. Complete in accordance with Chapter 12 of thisInstruc-
tion. Include the estimated cost of contract administration positions (if any) used to administer
any existing MEO subcontracts.

13.3.5.1.2. Line 2, Material and Supply Costs. Complete in accordance with Chapter 12 of
this Instruction.

13.3.5.1.3. Line 3, Other Specifically Attributable Costs. Limit this entry to the cost of exist-
ing in-house support contracts (if any) and related Government-furnished equipment and facil-
ities not to be provided to a competing contract/| SSA offeror. Also include in this line the
personnel liability insurance costs for line 1 and casualty insurance costs for materials, equip-
ment and facilitiesincluded in lines 2 and 3.

13.3.5.1.4. Line4, Overhead Costs. Complete in accordance with Chapter 12 of thisInstruc-

tion.
13.3.5.1.5. Line 8, Total In-House Costs. Complete in accordance with Chapter 12 of this
Instruction.
13.3.5.2. Contract or ISSA Performance Costs. Complete only the following COMPARE CCF
line numbers:

13.3.5.2.1. Line9, Contract or ISSA Price. This priceis provided by the contracting officer. It
may represent either the estimated or actual contract or ISSA price. If an estimated priceis
used, it is based on the contract price range developed by contracting officer. If an actua price
isused (see paragraph 13.3.10.2. of this Instruction), it is based on prices received from afor-
mal solicitation. Chapter 12 of this Instruction provides additional instructions for entering
the contract price.

13.3.5.2.2. Line 10, Contract Administration. Complete in accordance with Chapter 12 of
this Instruction.

13.3.5.2.3. Line 14, Federal Income Tax (Deduct). Complete in accordance with Chapter 12
of this Instruction.

13.3.5.2.4. Line 15, Total Contract or ISSA Costs. Complete in accordance with Chapter 12
of this Instruction.

13.3.5.3. Line 16, Minimum Conversion Differential. Complete in accordance with Chapter 12
of this Instruction.

13.3.5.4. Line 17, Adjusted Total Cost of In-house Performance. Complete in accordance with
Chapter 12 of this Instruction.

13.3.5.5. Line 18, Adjusted Total Cost of Contract or ISSA Performance. Complete in accordance
with Chapter 12 of this Instruction.

13.3.5.6. Line 19, Decision - Line 18 Minus Line 17. Complete in accordance with Chapter 12 of
this Instruction.

13.3.5.7. Line 20, Cost Comparison Decison. Complete in accordance with Chapter 12 of this
Instruction.

13.3.5.8. Lines 21, In-house MEO Certification. The current organization is certified as operating
under an MEO by the commander.
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13.3.5.9. Lines 22 through 27, Signatures. Complete in accordance with Chapter 12 of this
Instruction.

13.3.6. The Government Cost Estimate is reviewed by the IRO assigned by servicing financial man-
agement office.

13.3.7. The servicing manpower and organization office provides two copies of the COMPARE CCF
reflecting the Government Cost Estimate in a sealed envel ope to the contracting officer. One copy of
the COMPARE CCF is labeled “Pre-solicitation Cost Estimate” and the other “ Post-solicitation Cost
Estimate.”

13.3.8. The contracting officer opens the Government Cost Estimate, enters the contract cost estimate
developed from the market research/anaysis onto Line 9 of the COMPARE CCF labeled “ Pre-solici-
tation Cost Estimate” and returns it to the servicing manpower and organization office. The contract-
ing officer retains the COMPARE CCF labeled “ Post-solicitation Cost Estimate” for use in formal
solicitation procedures, if performed (see paragraph 13.3.9.2. of this Instruction).

13.3.9. The servicing manpower and organization office completes the COMPARE CCF, obtains an
independent review by the IRO and returns it to the contracting officer.

13.3.10. The contracting officer reviews the results of the completed COMPARE CCF and announces
the results of the pre-solicitation cost comparison.

13.3.10.1. If the cost comparison indicates the conversion will not be cost effective, the activity is
retained in-house.

13.3.10.2. If the cost comparison indicates the conversion will be cost effective, a solicitation for
offersisissued. The solicitation will include a statement that “ The solicitation will be canceled if
offers received are higher than the cost of in-house Government operations.”

13.3.10.2.1. Upon receipt of contract/ISSA offers and selection of a contractor(s) or ISSA
offer to compete against the in-house offer, the contracting officer enters the contract/I SSA
price on the second COMPARE CCF labeled “Post-solicitation Cost Estimate” that was ini-
tialy provided by the servicing manpower and organization office.

13.3.10.2.2. The servicing manpower and organization office completes the COMPARE CCF.

13.3.10.2.3. The IRO independently reviews the COMPARE CCF and returns it to the con-
tracting officer.

13.3.10.2.4. The contracting officer announces the results of the cost comparison.

13.3.10.2.4.1. If the cost comparison indicates the conversion will not be cost effective,
the activity is retained in-house and the solicitation canceled.

13.3.10.2.4.2. If the cost comparison indicates a conversion to contract will be cost effec-
tive, a contract is awarded in accordance with the steps outlined in Chapter 17 of this
Instruction.

13.3.11. A Public Review Period is initiated in accordance with Chapter 17 of this Instruction only
when the streamlined cost comparison is based on aformal solicitation.

13.3.12. The AAP is conducted in accordance with Chapter 18 of this Instruction only when the
streamlined cost comparison is based on aformal solicitation.
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13.3.13. Contract implementation is required in accordance with Chapter 19 of this Instruction.

13.3.14. For in-house decisions, MEOs resulting from a streamlined cost comparison are subject to
Post-MEO Reviews in accordance with Chapter 20 of this Instruction.

13.3.15. For contract decisions, adversely affected civilian employees are afforded the same consid-
erations asfor contract decisions in the standard cost comparison process in accordance with Chapter
6 of this Instruction. Right of first refusal appliesin accordance with Chapter 10 of this Instruction
for civilians adversely affected by a streamlined cost comparison.

13.3.16. Figure 13.1. provides an overview of the streamlined cost comparison process.

13.4. Reporting Requirements.

13.4.1. Reporting requirements for the streamlined cost comparison process are the same as for the
standard cost comparison process (Chapter 6 and Chapter 17 of this Instruction).

13.4.2. Update CAMIS (Attachment 6).
13.4.3. Update AF IGCA Inventory (Chapter 3 of this Instruction).
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Figure 13.1. Overview of Sreamlined Cost Comparison Process.
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COMPARABLE CONTRACTS EXIST FOR MARKET RESEARCH
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E COMMAND NOMINATES ACTIVITY FOR STREAMLINED COST COMPARISON §

HQ USAF/XPM APPROVAL g

g COMMANDER MAKES PUBLIC ANNOUNCEMENT §
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FINANCIAL MANAGEMENT PERFORMS INDEPENDENT REVIEW%
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CONFERENCE, RECEIVES OFFERS, EVALUATES OFFERS & CONDUCTS NEGOTIATIONS, SELECTS CONTRACTOR
OFFER TO COMPETE AGAINST GOVERNMENT COST ESTIMATE

g CONTRACTING & MANPOWER COMPLETE COST COMPARISON FORM TO DETERMINE TENTATIVE COST COMPARISON DECISION §

1

FINANCIAL MANAGEMENT PERFORMS INDEPENDENT REVIEW E
1
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Chapter 14

DIRECT CONVERSION

14.1. General. This chapter provides AF policy and policy implementation for the direct conversion of
an in-house CA to contract performance without conducting a cost comparison. (See Chapter 6 of this
Instruction for Standard Cost Comparisons and Chapter 13 of this Instruction for Streamlined Cost Com-
parisons.)

14.2. Poalicy.

14.2.1. A commander may nominate an activity for direct conversion from in-house to contract per-
formance if:

14.2.1.1. The activity is not inherently Governmental or military essential as defined in Chapter
2 and Chapter 4 of this Instruction, respectively.

14.2.1.2. The activity is:
14.2.1.2.1. Completely performed by military personnel, or
14.2.1.2.2. Completely performed by 10 or less civilian employees, or

14.2.1.2.3. Partidly performed by 10 or less civilian employees and any number of military,
NAF civilian employees, and/or non-US employees, or

14.2.1.2.4. Planned for conversion to a NIB/NISH/JWOD provider or NAO firm (regardless
of the number of military or civilians in the CA) in accordance with Chapter 10 of this
Instruction.

14.2.1.3. The conversion is cost effective as required by 10 USC 2461 and 2462, and
14.2.1.4. The conversion isapproved by HQ USAF/XPM.

14.2.2. A commander has the option of performing a standard cost comparison on any activity that
meets the requirements for a direct conversion. The only exception is that cost comparisons shall not
be performed on CAs where conversion to a NIB/NISH/JWOD provider will be cost effective.

14.2.3. Sincethe decision to directly convert an in-house CA to contract has an impact on the respon-
sibilities of many staff and functional offices, aCSM SG will be established in accordance with Chap-
ter 8 of this Instruction.

14.2.4. The existing organization is the basis for the in-house cost estimate. An MEO is not devel-
oped. (See paragraph 11.2.1.3. of this Instruction for Management Plan requirements.)

14.2.5. Contract administration will be allocated in accordance with Table 12.5.

14.2.5.1. For direct conversions with more than 10 authorizations, contract administration autho-
rizations will be allocated according to Table 12.5., using the total number of manpower authori-
zations converted asthe MEO FTE range.

14.2.5.2. For direct conversions with 10 or less authorizations, contract administration manpower
will be allocated based on the sum of the authorizations in a command’s total direct conversions
being programmed in a specific budget exercise. For example, 2 direct conversions with each hav-
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ing 9 authorizations would receive 1 contract administrator allocated to the command when the
next available budget exercise opens.

14.2.6. Direct conversions must be completed within statutory time limits defined in Chapter 6 of
this Instruction. The start date is the date the direct conversion is approved by HQ USAF/XPM and
the end date is the date the contractor’s bid or proposal is selected for contract award or it is deter-
mined that contracting is not cost effective.

14.2.7. Cost comparison cancellation policy in Chapter 6 of this Instruction applies for direct con-
Versions.

14.2.7.1. The command XP submits a written request to HQ USAF/XPM with rationale for can-
cellation approval of adirect conversion in accordance with Chapter 5 of this Instruction.

14.2.7.2. HQ USAF/XPM approves or disapproves cancellation in coordination with the HQ
USAF functional OPR and determines if manpower reductions will be imposed based on justifica-
tion provided.

14.2.7.3. To change the type of initiative from a direct conversion initiative to a cost comparison,
see Chapter 5 of this Instruction.

14.2.8. If no responsive or responsi ble contract/I SSA offers are received in response to a solicitation,
the contracting officer makes a determination why acceptabl e responses were not received. (See para
graphs 10.4. and 10.9. of this Instruction.)

14.2.9. If acomparison of in-house and contract performance costs indicate the direct conversion will
not be cost effective based on arestricted solicitation (e.g., 8(a) set aside, NIB/NISH/JWQOD provider,
NAO firm, etc.) refer to paragraphs 10.4. and 10.5. of this Instruction.

14.2.10. Although OMB time limits do not apply to direct conversions, CAMIS reporting require-
ments (Attachment 6) in Paragraph 6.4.1.3.1. of this Instruction apply.

14.2.11. Freedom of Information Act Considerations.

14.2.11.1. Cost datarelative to the direct conversion must be safeguarded to ensure the contractor
price is developed independent of knowledge of the in-house cost until a final direct conversion
decision is determined.

14.2.11.2. The UMD isnot releasable under FOIA.

14.2.12. Right of first refusal applies to adversely affected civilian employees except for conversions
to NIB/NISH/JWOD providers.

14.2.13. The Public Review Period and AAP of this Instruction do not apply to direct conversions.

14.2.14. Typically, congressional notification of a decision to directly convert a function is not
required. The size, location, type, or political sensitivity of the function(s) being converted may deem
it appropriate to notify Congress in accordance with Chapter 5 of this Instruction.

14.3. Policy Implementation.

14.3.1. Submission of Candidates. If the criteriafor direct conversion is met, a candidate submission
is made in accordance with Chapter 5 of this Instruction. This submission will include certification
that the direct conversion will be cost effective. Figure 14.1. provides an overview of the direct con-
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version process. Figure 14.2. provides an overview of the optional market research process that may
be used in adirect conversion.

14.3.2. Employee Noatifications:

14.3.2.1. After HQ USAF/XPM approval is received, the commander makes a public announce-
ment to the directly affected civilian employees and their representatives as well as directly
affected military. If a press release or other public announcement is desired, these must be made
after the employees and their representatives are notified.

14.3.2.2. After thefinal direct conversion is determined, directly affected civilian employees and
their representatives as well as any directly affected military must be notified of the final decision
prior to a public announcement or press rel ease announcing the final decision.

14.3.3. A command hasthe option to perform market research before aPWSis developed and asolic-
itation issued. (See paragraph 14.3.11. and Figure 14.2. of this Instruction.)

14.3.4. If acommand elects not to perform market research or the market research results in continu-
ation of the direct conversion (see Figure 14.1.), aPWSis developed and a solicitation isissued. The
solicitation will include a statement that “The solicitation will be canceled if contract/ISSA offers
received are higher than the cost of current in-house operations.”

14.3.5. Developing the Government Cost Estimate. A Government Cost Estimate, based on the cur-
rent organization and work force (military and/or civilian) is developed by the functional OPR and
servicing manpower and organization office usng COMPARE. An MEO is not developed. The esti-
mate is not releasable to the public prior to the comparison of costs. Except as shown below, the esti-
mate is developed in accordance with Chapter 12 of this Instruction. The exceptions are:

14.3.5.1. Line 9, Contract/ISSA Price: Entry is completed by the contracting officer in accor-
dance with paragraph 14.3.9. of this Instruction.

14.3.5.2. Line 16, Minimum Conversion Differential: This line shall be left blank for all direct
conversions since the minimum conversion differential is not applicable when performing a direct
conversion. (Note: Commands do not have the discretion of changing this policy.)

14.3.5.3. Lines22-26, Signatures: Signatures are obtained for Lines 22-26 only. A signatureisnot
required for Line 21 (in-house MEO certification) since an MEO is not devel oped.

14.3.6. The Government Cost Estimate is reviewed by the IRO.

14.3.7. The servicing manpower and organization office provides a copy of the COMPARE CCF
reflecting the Government Cost Estimate in a sealed envelope to the contracting officer. The CCF and
envelope are labeled “Direct Conversion Solicitation Cost Estimate”.

14.3.8. The contracting officer issues a solicitation and selects the most advantageous contract/| SSA
offer for comparison against the in-house cost estimate.

14.3.9. Upon selection of a contract/ISSA offer to compete against the Government Cost Estimate,
the contracting officer enters the contract price on the COMPARE CCF labeled “Direct Conversion
Solicitation Cost Estimate” and returns the CCF to the servicing manpower and organization office.
(See paragraph 12.6.2. of this Instruction for contract price entry.)

14.3.10. The servicing manpower and organization office completes the COM PARE CCF, adding the
actual contract price provided by the contracting officer, obtains an independent review by the IRO
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and returns the CCF to the contracting officer. The contracting officer announces the results of the
comparison.

14.3.10.1. If the comparison indicates the conversion will be cost effective, a contract is awarded.

14.3.10.2. If the comparison indicates the conversion will not be cost effective and the CA
impacts a total of 10 or less total manpower authorizations (military and civilian), the CA is
retained in-house and any military authorizations are converted to civilian authorizations. (See
paragraph 14.4. of this Instruction for reporting requirements to HQ USAF/ XPMR.)

14.3.10.3. If the comparison indicates the conversion will not be cost effective and the CA
impacts more than a total of ten manpower authorizations (military and civilian), a cost compari-
son initiative is scheduled. (See paragraph 14.4. of this Instruction for reporting requirements to
HQ USAF/XPMR.)

14.3.11. Optiona Market Research Instructions. The advantage of using this method is that it can be
determined early in the direct conversion process if an activity with 10 or less total authorizations
(military and civilian) should be retained in-house (see paragraph 14.3.10.2. of thisInstruction) or the
direct conversion continued or a cost comparison performed (see paragraph 14.3.10.3. of thisInstruc-
tion). The contracting officer develops an estimated contract price using market research/analysis to
compare against the estimated cost of the current in-house operation.

14.3.11.1. A Government Cost Estimate, based on the current organization and work force (mili-
tary and/or civilian) is developed by the functional OPR and servicing manpower and organization
office using COMPARE. An MEO is not developed. The estimate is not releasable to the public
prior to the comparison of costs. Except as shown below the estimate is developed in accordance
with Chapter 12 of this Instruction. The exceptions are:

14.3.11.1.1. Line 9, Contract/ISSA Price: Entry is completed by the contracting officer in
accordance with paragraph 14.3.11.4. of this Instruction.

14.3.11.1.2. Line 16, Minimum Conversion Differential: This line shall be left blank for all
direct conversions since the minimum conversion differential is not applicable when perform-
ing adirect conversion. (Note: Commands do not have the discretion of changing this policy.)

14.3.11.1.3. Lines 22-26, Signatures. Signatures are obtained for Lines 22-26 only. A signa
ture is not required for Line 21 (in-house MEO certification) since an MEO is not devel oped.

14.3.11.2. The Government Cost Estimate is reviewed by the IRO.

14.3.11.3. The servicing manpower and organization office provides a copy of the COMPARE
CCEF reflecting the Government Cost Estimate in a sealed envelope to the contracting officer. The
CCF and the envelope are labeled “Direct Conversion Market Research Cost Estimate”.

14.3.11.4. The contracting officer develops a range of contract cost estimates based on not less
than four comparable service contracts. Adjustments for differences in scope may be necessary.
The contracting officer enters the estimated market research/analysis price on the COMPARE
CCF in accordance with paragraph 12.6.2. of this Instruction and returns the CCF to the servicing
manpower and organization office.

14.3.11.5. The servicing manpower and organization office completes the COMPARE CCF and
obtains an independent review by the financial management office and returns the CCF to the con-
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tracting officer. The contracting officer then reviews the completed COMPARE CCF and
announces the results of the cost comparison.

14.3.11.5.1. If the market research comparison demonstrates conversion will be cost effective,
continue with the direct conversion process (Figure 14.1.).

14.3.11.5.2. If the market research comparison demonstrates conversion will not be cost
effective and the CA impacts more than atotal of ten manpower authorizations, a cost compar-
ison initiative is scheduled in accordance with Chapter 5 of this Instruction. (See paragraph
14.4. of this Instruction for reporting requirements to HQ USAF/XPMR.)

14.3.11.5.3. If the market research comparison demonstrates conversion will not be cost
effective and the CA impacts atotal of 10 or less total manpower authorizations, the CA is
retained in-house and any military authorizations are converted to civilian authorizations. (See
paragraph 14.4. of this Instruction for reporting requirements to HQ USAF/ XPMR.)

14.4. Reporting Requirements.

14.4.1. Notify HQ USAF/XPMR of the decision results of the direct conversion (including those
using the market research process).

14.4.1.1. For in-house or contract decisions, provide an RCS: HAF-XPM(AR) 8001 memoran-
dum in accordance with Attachment 4 to this Instruction.

14.4.1.2. For in-house decisions:

14.4.1.2.1. When adirect conversion impacting atotal of 10 or less manpower authorizations
(military and civilian employees), the command XPM will notify HQ USAF/XPM, in writing,
that a decision has been made to retain the function in-house based on the results of a solicita-
tion and request the military authorizations be converted to civilian authorizations. These deci-
sions are reported to HQ USAF/XPMR by RCS: HAF-XPM(AR) 8001 memorandum
(Attachment 4) and will include as an attachment A-76 Candidate Manpower Detail (Excel
spreadsheet) in the format at Figure 5.2.

14.4.1.2.2. When adirect conversion impacting atotal of more than 10 manpower authoriza-
tions (military and civilian employees) the command XPM will notify HQ USAF/XPM, in
writing, that the direct conversion is being canceled and a standard cost comparison initiative
will be scheduled in accordance with Chapter 5 of thisInstruction.

14.4.2. CAMIS records will be established in accordance with Chapter 6 of this Instruction and
Attachment 6 for al direct conversions as soon as they are approved by HQ USAF/XPM including
conversion to NIB/NISH/JWOD providers or NAO firms.

14.4.3. Update the AF IGCA Inventory in accordance with Chapter 3 of this Instruction. For direct
conversionsthat determine in-house performance is more cost effective, authorizations are coded with
Reason Code “M” and MES Code “S’ in the MDS. If the activity is converted to contract or a NIB/
NISH/JWOD provider, existing manpower authorizations are reflected as CMEs.

14.5. TimeLimitsand Cancellations.

14.5.1. TimeLimits. Typically adirect conversion is a single-function initiative; however, there may
be instances where they may be considered multi-function initiatives. OMB time limits do not apply
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to direct conversions. Only the statutory time limits outlined in Chapter 6 of this Instruction apply.
However, for CAMIS reporting purposes see paragraph 6.4.1.3.1.2. of this Instruction. The length of
time for completing a direct conversion is determined by the following start and end date definitions.

14.5.1.1. Start Date. The start date for adirect conversion isthe date of the HQ USAF/XPM mem-
orandum approving the direct conversion.

14.5.1.2. End Date. The date the contractor’s bid is opened or proposal selected.
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Figure 14.1. Overview of Direct Conversion Process.
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Figure 14.2. Overview of Direct Conversion Process (Optional Market Resear ch).
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Chapter 15

EXPANSIONS, NEW REQUIREMENTS, CONVERSIONSFROM CONTRACT TO IN-HOUSE
(ENRC) AND ADDING IN-HOUSE WORKLOAD TO EXISTING CONTRACTS

15.1. General. This chapter provides policy and policy implementation for in-house expansions, hew
requirements, conversions from contract to in-house, and adding in-house workload to existing contracts.

15.2. Policy and Policy Implementation.
15.2.1. In-house Expansions.

15.2.1.1. Policy. An expansion is the modernization, replacement, upgrading or the enlargement
of anin-house commercial activity. If the expansion involves a 30% increase in the operating costs
of the activity, a30% increase in the total capital investment to perform the commercia activity or
an increase of 65 FTESor more, acost comparison of the entire CA isrequired prior to performing
the CA in-house. A consolidation of two or more existing CAsis not an expansion, unless the total
operating cost is 30% greater than the total of the individual components or it requires an increase
of 65 FTES or more.

15.2.1.2. Policy Implementation. The same as for a standard cost comparison process except as
noted in Chapter 12 of this Instruction.

15.2.2. New Requirements.

15.2.2.1. Policy. A new requirement is a newly established need for acommercial service that is
not currently performed in-house or by contract. Approval to budget for a magjor capital invest-
ment associated with a new requirement does not constitute approval to perform the new require-
ment with in-house personnel. Normally, in those cases where in-house operation of new
requirementsis not justified, the workload will be performed by contract. If the contracting officer
determines commercial prices are unreasonable, a cost comparison will be conducted to justify
in-house performance.

15.2.2.2. Policy Implementation. Government performance is determined in accordance with
Chapter 2 and Chapter 4 of this Instruction. This determination should be accomplished at the
earliest stages of the acquisition process. New requirements do not include the following:

15.2.2.2.1. Interim in-house operation of essential services such asthe use of an interim work
force when an existing contract is terminated.

15.2.2.2.2. Reorganization of existing workload.

15.2.2.3. Government facilities and equipment normally are not expanded to accommodate new
requirements if adequate and cost-effective contractor facilities are available. The requirement for
Government ownership of facilities does not obviate the possibility of contract operation. If justi-
fication for in-house operation is dependent on relative cost, the cost comparison process is
delayed to accommodate the |ead-time necessary for acquiring the facilities.

15.2.3. ConversionsFrom Contract to | n-house Perfor mance.

15.2.3.1. Policy. Contracted CAs may be converted to in-house performance if they fall within
one of two categories. mission-related or contract price/quality. Contracts for functions converted
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from contract to in-house performance should not be terminated but be allowed to expire (i.e.,
contract options are not exercised); however, terminations for convenience under exceptional cir-
cumstances before the expiration of the contract may be necessary.

15.2.3.2. Policy Implementation.

15.2.3.2.1. Mission. When mission changes or wartime taskings dictate a review of a con-
tracted CA is appropriate, areview isto be accomplished. When the results of the review indi-
cate the in-house operation is justified as a military essential requirement and meets the
criteria established in Chapter 2 and Chapter 4 of this Instruction, implementation is as fol-
lows:

15.2.3.2.1.1. A command XP or HQ USAF functional forwards written justification for
the conversion from contract to in-house military performance to HQ USAF/XPM. HQ
USAF/XPM approval isrequired to migrate UTCs to alocation where the function is cur-
rently contracted.

15.2.3.2.1.2. Written HQ USAF/XPM approval is required to return a contracted CA to
in-house performance based on the new military essential requirement. This approval will
have the concurrence of SAF/AQC, SAF/GCQ, SAF/MI, HQ USAF/JAG, and the func-
tional OPR(s). The command’s contract funding will be decreased by the cost of the con-
tract, contract administration (previously allocated) will be programmed out of the
command’s FY DP and military authorizations will be allocated to the command.

15.2.3.2.1.3. A cost comparison is not required when based on mission changes or war-
time taskings that require military performance.

15.2.3.2.2. Price/Quality.

15.2.3.2.2.1. When the price of an existing contract appears unreasonable or quality of
performance becomes unsatisfactory, efforts should first be made to resolve the issues by
partnering with the contractor. If resolution cannot be achieved, resoliciting the require-
ment should be considered. If resolicitation does not resolve the issues, the commander
may elect to conduct a contract cost comparison for potential conversion from contract to
in-house performance. The decision to conduct a cost comparison on a contracted CA
should be based on the results of a joint review by the commander utilizing the BRAG
(participants should be contracting, manpower, budget, and appropriate functiona staffs).
When determined advantageous, the commander should consider using an AFAA repre-
sentative as a member of the review team. (Note: Cost comparisons of contracted CAs are
called “ contract cost comparisons’. It is not appropriate to call or consider them “reverse
A-76s’ since thisimplies a preconceived outcome to return the work in-house.)

15.2.3.2.2.2. The same policiesand procedures apply for a contract cost comparison as for
a standard cost comparison except the conversion differential is added to the cost of
in-house performance.

15.2.3.2.2.3. If theresults of a contract cost comparison determine in-house performance
ismore cost effective, the command’'s contract funding will be decreased by the cost of the
contract, contract administration (previously allocated) will be programmed out of the
command’s FY DP and authorizations for the MEO will be alocated to the command.

15.2.4. Adding In-house Workload to Existing Contracts (Modification to Existing Contracts).
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15.2.4.1. Policy. Existing contracts can be modified to include in-house workload under the fol-
lowing conditions:

15.2.4.1.1. The contracting officer determines the workload is within the contract scope and
nature as specified in the existing service contract. The contracting officer resolves al issues
regarding application of Competition in Contracting Act.

15.2.4.1.2. The thresholds for direct conversions identified in Chapter 14 of this Instruction
are not exceeded.

15.2.4.2. Policy Implementation. Direct conversion procedures in accordance with Chapter 14 of
this Instruction are required. In-house manpower resources performing the workload are repro-
grammed by HQ USAF/XPM to fund the additional contract cost.
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Chapter 16

INDEPENDENT REVIEW

16.1. General. This chapter outlines the basic requirements for performing an independent review of all
cost comparisons and Government Cost Estimates for direct conversions. Detailed independent review
guidance is contained in AFI 65-504, Independent Review of Commercial Activity Cost Comparisons.

16.2. Policy. Independent reviews will be conducted on all cost comparisons and Government Cost Esti-
mates for direct conversions by a representative of the financial management office. An independent
review will be performed each time a change is made that may impact the Management Plan to include
the Government Cost Estimate, e.g., a change to the PWS.

16.3. Overview of the Independent Review. An independent review is conducted to substantiate the
currency, reasonableness, accuracy, and completeness of the Management Plan and, for Cost/Technical
Tradeoff acquisitions, the TPP. The review ensures that the Government Management Plan is based on the
same required services, performance standards, and workload contained in the solicitation and that total
costs do not exceed current available funding. The independent review scrutinizes and attests to the ade-
guacy and authenticity of the supporting cost comparison documentation. Supporting documentation
must be sufficient and should not require additional interpretation.

16.3.1. The reviewer ensures costs are estimated and supported according to the provisions of this
Instruction. If no (or only minor) discrepancies are noted during this review, the reviewer indicates the
minor discrepancies, signs, dates, and returns the COMPARE CCF to the preparer. If significant dis-
crepancies are noted during the review, the discrepancies are identified and returned to the preparer
for correction and resubmission. While the IRO is not expected to be an expert in the function being
reviewed, every effort should be made to ensure the accuracy of the Government Cost Estimate and
the reasonabl eness of the Management Plan including the TPP.

16.3.2. Thereview iscompleted far enough in advance of the time and date established for receipt of
initial contract/ISSA offersto allow sufficient timefor the IRO to conduct the review, and the preparer
to correct any discrepancies found. Milestones will be established to ensure the IRO has a minimum
of four weeks for single-function cost comparisons and a minimum of six weeks for multi-function
cost comparisons to conduct the review. These time periods include total time required for both
base-level and command-level independent reviews.

16.3.3. For cost comparisons, the IRO must be present at the comparison of costsin order to indepen-
dently review the final CCF.

16.3.4. For direct conversions, the IRO isrequired to review the final calculation on the CCF.
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Chapter 17

COMPARISON OF COSTS, PUBLIC REVIEW PERIOD, AND FINAL ANNOUNCEMENT

17.1. General . This chapter provides policy and policy implementation for comparing the cost of
in-house and contract performance (i.e., the cost comparison) for Sealed Bid and Negotiated acquisitions,
conducting the Public Review Period, and making the final cost comparison announcement. These steps
are performed in conjunction with guidance provided in the FAR, as supplemented. Figure 17.1. outlines
the specific steps required under Sealed Bid Acquisitions. Figure 17.2. outlines the specific steps required
under Negotiated Acquisitions.

17.2. Palicy.

17.2.1. Providing the Management Plan to Contracting. Following the independent review of the
Government Cost Estimate, the servicing manpower and organization office submits to the contract-
ing officer the Management Plan.

17.2.1.1. For Sealed Bid acquisitions, this will be accomplished before the required submission
date for bids.

17.2.1.2. For Negotiated acquisitions, thiswill be accomplished not |ater than the date established
for receipt of contractor initial proposals.

17.2.1.3. For Cost/Technical Tradeoff Negotiated acquisitions, two sealed and labeled envel opes
are provided to the contracting officer: One (labeled “Government Cost Estimate”) contains the
COMPARE CCF and all supporting costing documentation, and another envelope containsand is
labeled “Management Plan (excluding the Government Cost Estimate).”

17.2.2. Except as permitted by paragraph 17.5. of this Instruction, contract/ISSA offers are not
opened or otherwise reviewed prior to sealing the in-house cost estimate.

17.2.3. The TPPisconsdered aprocurement sensitive document and is not released for public review
when a tentative cost comparison decision is determined. However, it may be releasable to the public
when a final cost comparison decision is determined unless release of the TPP is likely to adversely
impact the competitive position of ain-house offer in a future acquisition.

17.2.4. The Public Review Period begins on the day the completed COMPARE CCF and all support-
ing documentation are made available to directly interested parties. The Public Review Period lasts
for the period specified in the solicitation. (OMB policy requires a Public Review Period of least 20
calendar days, up to a maximum of 30 calendar days if the contracting officer considers the acquisi-
tion to be complex.) If the documentation is not available when the tentative cost comparison decision
is announced, the time allotted for submitting appealsis extended by the number of days equal to the
delay. Any resultant appeals are processed in accordance with the AAP outlined in Chapter 18 of this
Instruction.

17.2.5. For dl final cost comparison decisions, it is necessary to submit an RCS. HAF/ XPM(AR)
8001 memorandum (Attachment 4), update the CAMIS (Attachment 6), and the AF IGCA Inven-
tory (Chapter 3 of thisInstruction).

17.2.6. Timing for congressional notification of contract decisions will be at the discretion of SAF/
LL P working in conjunction with SAF/MI, HQ USAF/XPM, and the command.



176 AF138-203 19 JULY 2001

17.2.7. The servicing manpower and organization office is responsible for ensuring information
regarding the tentative or final cost comparison decision is made available in atimely manner to the
installation commander.

17.3. Cost Comparison Decision Seps. Sealed Bid Acquisition. (See Figure 17.1.)

17.3.1. Bid Opening. The contracting officer publicly opens the contractor bids. As a minimum, the
contracting officer, servicing manpower and organization office representative and IRO are present.
The contracting officer records the results, and determines the apparent low bidder. The contracting
officer then opens the Government Cost Estimate and enters the price of the apparent low bidder on
the COMPARE CCF and returns the CCF to the servicing manpower and organi zation office represen-
tative who then compl etes the remaining items on the CCF, obtains an independent review, and returns
the completed CCF to the contracting officer. Any interested parties may attend a Sealed Bid opening.

17.3.2. Tentative Decision For Sealed Bid Acquisition--TENTATIVE DECISION

17.3.2.1. The contracting officer publicly announces the tentative cost comparison decision based
on apparent low bidder (contract or in-house). Concurrent with this announcement, the contracting
officer:

17.3.2.1.1. Statesthistentative cost comparison decision is subject to required AF acquisition
processing, including evaluating for responsiveness and responsibility and resolution of any
appeals under the AAP.

17.3.2.1.2. Statesthat no final cost comparison decision for performance by the Government
or contract will be made until after the Public Review Period (as specified in the solicitation)
and the AAP (if an appeal(s) is submitted) the AAP.

17.3.2.1.3. Provides documentation supporting the tentative cost comparison decision to the
directly affected parties upon request. The cost comparison documentation includes the:

17.3.2.1.3.1. Management Plan to include the Government Cost Estimate and all support-
ing documentation.

17.3.2.1.3.2. Name of the apparent successful bidder and abstract of bids.

17.3.2.2. Concurrent with this announcement (or as soon after as possible), the functional OPR
formally announces the tentative cost comparison decision, in writing (using the statement at para-
graph 17.3.2.4. of this Instruction), to directly affected civilian employees and their representa-
tives as well as directly affected military, advises them of the Public Review Period, AAP
procedures, and provides the following cost comparison documentation:

17.3.2.2.1. Management Plan to include the Government Cost Estimate and all supporting
documentation.

17.3.2.2.2. Name of the apparent successful bidder and abstract of bids.

17.3.2.3. Concurrent with the above announcement (paragraph 17.3.2.2.), The installation com-
mander (or designee) will verbally notify the local congressional delegation of the tentative cost
comparison decision using the following statement. A formal Public Affairs announcement can be
made using the same statement but no other details may be released until afinal cost comparison
decision is determined.
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“A tentative cost comparison decision has been determined in the (function) cost comparison at (installa-
tion & state). The tentative cost comparison decision is to retain the function in-house under a most effi-
cient organization. This cost comparison was approved by HQ USAF/XPM on (CAMIS DE 5), Public
Announcement was made at the local level on (insert date) [note: Insert Public Announcement date only
when it differs from the HQ USAF/XPM approval date], and the number of assigned personnel at bid
opening was X. Formal congressional notification of thefinal cost comparison decision will be made after
the Public Review Period and AAP have been completed.”

17.3.2.4. The servicing manpower and organization office notifies the command of the tentative
cost comparison decision viae-mail (using the statement at paragraph 17.3.2.3. of this Instruction)
who, in turn, forwards the e-mail to HQ USAF/XPMR, who then forwards it to SAF/LLP/OSX/
AQCO, HQ USAF/XPM/CCX/DPF and the functional OPR(s). All notifications must be com-
pleted within three working days of the tentative cost comparison decision.

17.3.3. Public Review Period. See paragraph 17.2.4. of this Instruction.

17.3.4. If the contracting officer identifies contractor bid mistakes, or makes non-responsive or
non-responsible determinations, the contracting officer selects the next apparent successful low bid
and provides it to the servicing manpower and organization office for recalculation of the COMPARE
CCF and independent review by a representative of the financial management office.

17.3.5. The contracting officer or civilian personnel specialist obtains explanationsfrom the servicing
manpower and organization office regarding cost estimating techniques and backup data, as required,
to answer gquestions from interested parties.

17.3.6. Upon completion of the Public Review Period and the AAP, one of the following occurs:
17.3.6.1. Contract Decision For Sealed Bid Acquisition--FINAL DECISION
17.3.6.1.1. Congressional Notifications.

17.3.6.1.1.1. For cost comparisons conducted using Sealed Bid acquisitions where the
cost comparison results in a contract decision and contract award exceeds $5 million and
the decision impacts more than 10 civilians, 10 USC 2461 congressional notification
(OPR: HQ USAF/XPMR) of the final cost comparison decision is made concurrent with
the congressional notification required by FAR Part 5.303, DFARS 205.303 and AFFARS
5305.303 (OPR: SAF/AQCO).

17.3.6.1.1.2. For cost comparisons conducted using Sealed Bid acquisitions where the
cost comparison results in a contract decision and contract award exceeds $5 million and
the decision impacts 10 or less civilians, only the congressiona notification required by
FAR Part 5.303, DFARS 205.303 and AFFARS 5305.303 is necessary (OPR: SAF/
AQCO).

17.3.6.1.2. The servicing manpower and organization office submits the RCS:
HAF-XPM(AR) 8001 memorandum (Attachment 4) to the command XPM as soon as possi-
ble but no later than five working days after a final cost comparison decision is determined.
The memorandum will include organizational impacts such as unit activations, inactivations,
redesignations, or reassignments by unit name. Attach current and projected organization
charts, down to functional flight level, for unitsthat will vary from the standard organizationa
structure in accordance with AFI 38-101, Air Force Organization, as a result of the final cost
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comparison decision. When required, also attach a request for approval to conduct a RIF with
an information copy to HQ USAF/DPF.

17.3.6.1.3. The command XPM reviews the RCS. HAF-XPM(AR) 8001 memorandum
(Attachment 4) for accuracy, corrects any errors, signs it and faxes it to HQ USAF/XPMR
and AFMIA/MIC as soon as possible but no later than ten working days after the final cost
comparison decision is determined. The original must be mailed to HQ USAF/XPMR.

17.3.6.1.4. HQ USAF/XPMR coordinates the congressional notification package with HQ
USAF/DPF, SAF/MI, and SAF/AQC, provides an information copy to the functional OPR(s),
and submits the coordinated package to SAF/LLP for formal congressional notification of the
final cost comparison decision. HQ USAF staffing takes approximately three weeks and SAF/
LL P determines timing for the congressional notification.

17.3.6.1.5. For congressional notification of RIF actions required as a result of the cost com-
parison, HQ USAF/DPF staffs the appropriate RIF congressiona notification package as a
separate action from the final cost comparison decision staffed by HQ USAF/XPMR. RIF con-
gressional notification may occur concurrently with or after the final cost comparison decision
congressional notification (i.e., 10 USC 2461). HQ USAFXPMR, HQ USAF/DPF and SAF/
LLP will coordinate when and how congressional notifications will be made to ensure RIF
congressional notification is not made prior to afina cost comparison congressional notifica-
tion.

17.3.6.1.6. SAF/LLP develops the congressional notification letters (example at Figure
17.3..) for hand delivery to Congress, then verbally notifies HQ USAF/XPMR of the date and
time the congressional notification letters will be delivered to Congress. HQ USAF/ XPMR
immediately e-mails (or faxes) the command of the date and time of the delivery. The com-
mand, in turn, notifies the servicing manpower and organization office.

17.3.6.1.7. Commands should then verbally notify the local congressional delegations of the
final cost comparison decision prior to the date and time the SAF/LLP formal written congres-
sional notification will be made (see Figure 17.3.. for recommended information to relay to
delegation). This notification is made at the discretion of the commander and may be dele-
gated.

17.3.6.1.8. HQ USAF/XPMR ensures that congressional notification was made by SAF/LLP
then notifies the command and immediately faxes a copy of one of the congressiona notifica-
tion letters to the them. HQ USAF/XPMR then mails copies of al the congressional notifica-
tion letters to the command XPM. This memorandum is authorization for the command to
make formal public announcement of the final cost comparison decision and proceed with the
Transition Plan.

17.3.6.1.9. After receiving notification from HQ USAF/XPMR that congressional notifica-
tion has been made:

17.3.6.1.9.1. The functional OPR notifies directly affected civilian employees and their
representatives as well as directly affected military of the final cost comparison decision,
inwriting, before the installation commander makes the formal final cost comparison deci-
sion public announcement.

17.3.6.1.9.2. The contracting officer awards the contract.
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17.3.6.1.9.3. The installation commander (or designee) makes formal public announce-
ment of the final cost comparison decision at the local installation.

17.3.6.1.9.4. Itisrecommended that Public Affairs publish details regarding the final cost
comparison decision. Figure 17.4.. provides the recommended announcement.

17.3.6.1.10. The servicing manpower and organization office updatesthe AF IGCA Inventory
inthe MDS (Chapter 3 of this Instruction) and CAMIS (Attachment 6).

17.3.6.1.11. The functional OPR begins implementing the Transition Plan upon a final cost
comparison decision.

17.3.6.2. In-house Decision For Sealed Bid Acquisition--FINAL DECISION

17.3.6.2.1. The servicing manpower and organization office submits the RCS:
HAF-XPM(AR) 8001 memorandum (Attachment 4) to the command XPM as soon as possi-
ble but no later than five working days after a final cost comparison decision is determined.
The memorandum will include organizational impacts such as unit activations, inactivations,
redesignations, or reassignments by unit name. Attach current and projected organization
charts, down to functional flight level, for unitsthat will vary from the standard organizationa
structure in accordance with AFI 38-101, Air Force Organization, as aresult of the final cost
comparison decision. When required, also attach a request for approval to conduct a RIF with
an information copy to HQ USAF/DPF.

17.3.6.2.2. The command XPM reviews the RCS.: HAF-XPM(AR) 8001 memorandum
(Attachment 4) for accuracy, corrects any errors, signs it and faxes it to HQ USAF/XPMR
and AFMIA/MIC as soon as possible but no later than ten working days after the final cost
comparison decision is determined. The original must be mailed to HQ USAF/XPMR.

17.3.6.2.3. HQ USAF/XPMR notifies SAF/LLP/MI/OSX/AQCO, HQ USAF/XPM/CCX/
DPF and the functional OPR(s) of the final cost comparison decision via e-mail. The e-mail
should include summarized information for the final cost comparison decision, e.g., savings,
MEOQ, etc.

17.3.6.2.4. The functional OPR notifies directly affected civilian employees and their repre-
sentatives as well asdirectly affected military of the final cost comparison decision, in writing,
before the installation commander makes the formal public announcement of the final cost
comparison.

17.3.6.2.5. Theinstallation commander (or designee) makes aformal public announcement of
the final cost comparison decision and should follow-up with the local congressional delega-
tion to convey the final cost comparison decision.

17.3.6.2.6. The contracting officer cancels the solicitation.

17.3.6.2.7. Itisrecommended that Public Affairs publish details regarding the final cost com-
parison decision. Figure 17.5. provides the recommended announcement.

17.3.6.2.8. The servicing manpower and organization office updates the AF IGCA Inventory
inthe MDS (Chapter 3 of this Instruction) and CAMIS (Attachment 6).

17.3.6.2.9. Thefunctional OPR beginsimplementing the MEO in accordance with the Transi-
tion Plan upon afinal cost comparison decision.
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17.4. Cost Comparison Decison Seps. Negotiated Acquisition. (See Figure 17.2.)
17.4.1. Selecting the contract/I SSA offer.
17.4.1.1. Other Than Cost/Technical Tradeoff Negotiated Acquisition.

17.4.1.1.1. Functional OPR, in conjunction with the contracting officer, develops the techni-
cal evaluation plan.

17.4.1.1.2. The contracting officer shall not open the envelope labeled “ Government Cost
Estimate” until the low cost technically acceptable proposal has been selected.

17.4.1.1.3. The contracting officer selects the low cost, technically acceptable proposal.
17.4.1.1.4. Proceed to paragraph 17.4.2. of this Instruction for remaining steps.
17.4.1.2. Cost/Technica Tradeoff Negotiated Acquisition.

17.4.1.2.1. The Chairperson, Source Selection Evaluation Team, develops the source selec-
tion plan (SSP) for SSA approval.

17.4.1.2.2. The contracting officer shall not open either of the envelopes received from the
servicing manpower and organization office labeled “ Government Cost Estimate” and “Man-
agement Plan (excluding the Government Cost Estimate)” until the competing contract/I SSA
offeror has been selected.

17.4.1.2.3. The contracting officer receives contract/| SSA proposals, evaluates them accord-
ing to the SSP, conducts discussions, and determines the competitive range.

17.4.1.2.4. The Source Selection Evaluation Team provides evaluation briefings to the SSA
and prepares the proposal analysis report.

17.4.1.2.5. The SSA sdlects the proposal most advantageous to the Government to compete
against the in-house proposal in the cost comparison.

17.4.1.2.6. The contracting officer provides the SSA the sealed envel ope labeled “Manage-
ment Plan (excluding the Government Cost Estimate)” for evaluation to determineif the same
level of performance will be achieved as the selected competitive contract/| SSA offer. See
Chapter 10 of this Instruction for the evaluation process.

17.4.2. Completing the Negotiated Acquisition (Used For All Negotiated Acquisitions).

17.4.2.1. Comparing Costs. The contracting officer opens the sealed envelope labeled “Govern-
ment Cost Estimate” in the presence of the servicing manpower and organization office represen-
tative(s), and a representative of the financial management office. The contracting officer records
the amount of the successful contract/ISSA offer on the COMPARE CCF, and returns the CCF to
the servicing manpower and organization office representative who then compl etes the remaining
items on the CCF, obtains an independent review, and returns the completed CCF to the contract-
ing officer.

17.4.2.1.1. Participating Parties. For Negotiated acquisitions, the opening of the government
cost estimate is not a public bid opening.

17.4.2.1.2. Attendanceislimited to the contracting officer, the servicing manpower and orga-
nization office representative(s), and a representative of the financial management office.
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17.4.3. Announcing the Results For All Negotiated Acquisitions.
17.4.3.1. Contract Decision For Negotiated Acquisition--TENTATIVE DECISION

17.4.3.1.1. For cost comparisons conducted using Negotiated acquisitions where the cost
comparison results in a tentative contract decision and contract award exceeds $5 million, the
contracting officer makes congressional notification required by FAR Part 5.303, DFARS
205.303, and AFFARS 5305.303 (OPR: SAF/AQCO). This FAR-required notification states
that contract award is conditional pending a final cost comparison decision which will be
determined after the Public Review Period and the AAP have been completed. The congres-
sional natification required by 10 USC 2461 is made after the FAR-required notification for
Negotiated acquisitions resulting in a final cost comparison decision to award contract. For
these notifications HQ USAF/XPMR is the point of contact.

17.4.3.1.2. Concurrent with the conditional contract award, the contracting officer advises
interested parties of the following:

17.4.3.1.2.1. The tentative cost comparison decision and name of the tentative winning
contractor.

17.4.3.1.2.2. That contractor preparations for performance are conditioned upon comple-
tion of the Public Review Period specified in the solicitation and resolution of any appeals
under the AAP.

17.4.3.1.2.3. That the following cost comparison documentation is being made available:
Management Plan to include the Government Cost Estimate and all supporting documen-
tation (but not the TPP, as applicable per paragraph 17.2.3. of this Instruction).

17.4.3.1.2.4. Conducts debriefingsin accordance with the FAR, as supplemented.

17.4.3.1.3. Concurrent with this announcement (or as soon after as possible), the functional
OPR formally announces the tentative cost comparison decision, in writing (using the state-
ment at paragraph 17.4.3.1.5. of this Instruction), to directly affected civilian employees and
their representatives as well as directly affected military, advises them of the Public Review
Period, AAP procedures, and provides the following cost comparison documentation:

17.4.3.1.3.1. The Management Plan to include the Government Cost Estimate (but not the
TPP, as applicable per paragraph 17.2.3. of this Instruction).

17.4.3.1.3.2. The name of the tentative winning contractor.

17.4.3.1.4. Concurrent with the above announcement (paragraph 17.4.3.1.3.), The installation
commander (or designee) will verbally notify the local congressiona delegation of the tenta-
tive cost comparison decision using the following statement. A formal Public Affairs
announcement can be made using the same statement but no other details may be released until
afinal cost comparison decision is determined.

“A tentative cost comparison decision has been determined in the (function) cost comparison
at (installation & state). The tentative cost comparison decision is to retain the function
in-house under a most efficient organization. This cost comparison was approved by HQ
USAF/XPM on (CAMIS DE 5), Public Announcement was made at the local level on (insert
date) [note: Insert Public Announcement date only when it differs from the HQ USAF/XPM
approval date], and the number of assigned personnel at bid opening was X. Formal congres-
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sional notification of the final cost comparison decision will be made after the Public Review
Period and AAP have been completed.”

17.4.3.1.5. The servicing manpower and organization office notifies the command of the ten-
tative cost comparison decision viae-mail (using the statement at paragraph 17.4.3.1.4.) who,
in turn, forwards the e-mail to HQ USAF/XPMR, who then forwardsit to SAF/LLP/MI/OSX/
AQCO, HQ USAF/XPM/CCX/DPF and the functional OPR(s). All notifications must be com-
pleted within three working days of the tentative cost comparison decision.

17.4.3.1.6. Public Review Period. See paragraph 17.2.4. of this Instruction.

17.4.3.1.6.1. The contracting officer or civilian personnel specialist obtains assistance
from the servicing manpower and organization office regarding the explanation of cost
estimating techniques and backup data as required, in response to questions from inter-
ested parties.

17.4.3.1.7. Upon completion of the Public Review Period and AAP, the following occurs:
17.4.3.1.7.1. Contract Decision For Negotiated Acquisition--FINAL DECISION

17.4.3.1.7.1.1. The servicing manpower and organization office submits the RCS:
HAF-XPM(AR) 8001 memorandum (Attachment 4) to the command XPM as soon as
possible but no later than five working days after a final cost comparison decision is
determined. The memorandum will include organizational impacts such as unit activa
tions, inactivations, redesignations, or reassignments by unit name. Attach current and
projected organization charts, down to functional flight level, for units that will vary
from the standard organizational structure in accordance with AFl 38-101, Air Force
Organization, as a result of the final cost comparison decision. When required, also
attach arequest for approval to conduct a RIF with an information copy to HQ USAF/
DPF.

17.4.3.1.7.1.2. The command XPM reviews the RCS: HAF-XPM(AR) 8001 memo-
randum (Attachment 4) for accuracy, corrects any errors, signs it and faxes it to HQ
USAF/XPMR and AFMIA/MIC as soon as possible but no later than ten working days
after the final cost comparison decision is determined. The original must be mailed to
HQ USAF/XPMR.

17.4.3.1.7.1.3. HQ USAF/XPMR coordinates the congressiona notification with HQ
USAF/DPF, SAF/MI, and SAF/AQC, provides an information copy to the functional
OPR(s), notifies DoD via written memorandum, and submits the coordinated package
to SAF/LLP for formal congressional notification of the final cost comparison deci-
sion. HQ USAF staffing takes approximately three weeks and SAF/LLP determines
timing for congressional notification.

17.4.3.1.7.1.4. For congressional notification of RIF actionsrequired as aresult of the
cost comparison, HQ USAF/DPF staffs the appropriate RIF congressional notification
package as a separate action from the cost comparison final cost comparison decision
staffed by HQ USAF/XPMR. RIF congressional notification may occur concurrently
with or after the final cost comparison decision congressional notification (i.e., 10
USC, 2461). HQ USAF/XPMR, HQ USAF/DPF and SAF/LLP will coordinate when
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and how congressional notifications will be made to ensure RIF congressional notifica-
tion is not made prior to afinal cost comparison congressional notification.

17.4.3.1.7.1.5. SAF/LLP develops the congressional notification letters (example at
Figure 17.3..) for hand delivery to Congress, then verbally notifiesHQ USAF/ XPMR
of the date and time the congressional notification letterswill be delivered to Congress.
HQ USAF/XPMR immediately e-mails (or faxes) the command of the date of the
delivery. The command, in turn, notifies the servicing manpower and organization
office.

17.4.3.1.7.1.6. Commands should notify local congressiona delegations of the final
cost comparison decision using language contained in the letter forwarded by HQ
USAF/XPMR prior to the date and time this notification will be made by SAF/LLP.

17.4.3.1.7.1.7. HQ USAF/XPMR ensures that congressional notification was made by
SAF/LLP then notifies the command and immediately faxes a copy of one of the con-
gressional notification letters to them. HQ USAF/XPMR then mails copies of al the
congressional notification letters to the command XPM. This memorandum is authori-
zation for the command to make formal public announcement of the final cost compar-
ison decision and proceed with the Transition Plan. The command, in turn, notifies the
servicing manpower and organization office.

17.4.3.1.7.1.8. After receiving notification from HQ USAF/XPMR that congressional
notification has been made:

17.4.3.1.7.1.8.1. Thefunctional OPR provides written notification of the final cost
comparison decision to directly affected civilian employees and their representa
tivesaswell asdirectly affected military as soon as possible after the final decision
is made but before aformal final public announcement is made.

17.4.3.1.7.1.8.2. The contracting officer awards the contract and issues the notice
to proceed.

17.4.3.1.7.1.8.3. The installation commander (or designee) makes formal public
announcement of the final cost comparison decision at the local installation.

17.4.3.1.7.1.8.4. It isrecommended that Public Affairs publish details regarding
the final cost comparison decision. Figure 17.4. provides the recommended
announcement.

17.4.3.1.7.1.9. The servicing manpower and organization office updates the AF IGCA
Inventory in the MDS and CAMIS in accordance with Chapter 3 of this Instruction
and Attachment 6, respectively.

17.4.3.1.7.1.10. The functional OPR begins implementing the Transition Plan upon a
final cost comparison decision.

17.4.3.1.7.2. In-House Decision For Negotiated Acquisition--TENTATIVE DECISION

17.4.3.1.7.2.1. If the result of the cost comparison favors in-house performance, the
contracting officer conducts debriefings in accordance with the FAR (as supple-
mented), and advises interested parties of the following:
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17.4.3.1.7.2.1.1. The tentative cost comparison decision.

17.4.3.1.7.2.1.2. That the in-house decision is conditional upon completion of the
Public Review Period specified in the solicitation and resolution of any appeals
under the AAP.

17.4.3.1.7.2.1.3. That the cost comparison documentation is being made available,
i.e., the Management Plan to include the Government Cost Estimate and al sup-
porting documentation (but not the TPPR, as applicable per paragraph 17.2.3. of this
Instruction).

17.4.3.1.7.2.2. Concurrent with this announcement (or as soon after as possible), the
functional OPR formally announces the tentative cost comparison decision, in writing
(using the statement at paragraph 17.4.3.1.7.2.3.), to directly affected civilian employ-
ees and their representatives as well as directly affected military, advises them of the
Public Review Period, AAP procedures, and provides the cost comparison documenta-
tion, i.e. the Management Plan to include the Government Cost Estimate (but not the
TPP, as applicable per paragraph 17.2.3. of this Instruction).

17.4.3.1.7.2.3. Concurrent with the above announcement (paragraph 17.4.3.1.7.2.2.),
The ingtallation commander (or designee) will verbally notify the local congressional
delegation of the tentative cost comparison decision using the following statement. A
forma Public Affairs announcement can be made using the same statement but no
other details may be released until afinal cost comparison decision is determined.

“A tentative cost comparison decision has been determined in the (function) cost com-
parison at (installation & state). The tentative cost comparison decision is to retain the
function in-house under a most efficient organization. This cost comparison was
approved by HQ USAF/XPM on (CAMIS DE 5), Public Announcement was made at
the local level on (insert date) [note: Insert Public Announcement date only when it
differsfrom the HQ USAF/XPM approva date], and the number of assigned personnel
at bid opening was X. Formal congressional notification of the final cost comparison
decision will be made after the Public Review Period and AAP have been completed.”

17.4.3.1.7.2.4. The servicing manpower and organization office notifies the command
of the tentative cost comparison decision via e-mail (using the statement at paragraph
1.7.4.3.1.7.2.4.) who, in turn, forwards the e-mail to HQ USAF/XPMR, who then for-
wards it to SAF/LLP/M1/OSX/AQCO, HQ USAF/XPM/CCX/DPF and the functional
OPR(s). All of the notifications must be made within three working days of the tenta-
tive cost comparison decision.

17.4.3.1.7.2.5. Public Review Period. See paragraph 17.2.4. of this Instruction.

17.4.3.1.7.2.6. The contracting officer or civilian personnel specialist obtains explana-
tions from the servicing manpower and organization office regarding cost estimating
techniques and backup data as required, in response to questions from interested par-
ties.

17.4.3.1.7.2.7. Upon completion of the Public Review Period and the AAP, the fol-
lowing actions take place:

17.4.3.1.7.3. In-house Decision For Negotiated Acquisition--FINAL DECISION.
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17.4.3.1.7.3.1. The servicing manpower and organization office submits the RCS:
HAF-XPM(AR) 8001 memorandum (Attachment 4) to the command XPM as soon as
possible but no later than five working days after a final cost comparison decision is
determined. The memorandum will include organizational impacts such as unit activa-
tions, inactivations, redesignations, or reassignments by unit name. Attach current and
projected organization charts, down to functional flight level, for units that will vary
from the standard organizational structure in accordance with AFl 38-101, Air Force
Organization, as a result of the final cost comparison decision. When required, also
attach arequest for approval to conduct a RIF with an information copy to HQ USAF/
DPF.

17.4.3.1.7.3.2. The command XPM reviews the RCS: HAF-XPM(AR) 8001 memo-
randum (Attachment 4) for accuracy, corrects any errors, signs it and faxes it to HQ
USAF/XPMR and AFMIA/MIC as soon as possible but no later than ten working days
after the final cost comparison decision is determined. The original must be mailed to
HQ USAF/XPMR.

17.4.3.1.7.3.3. HQ USAF/XPMR notifies SAF/LLP/MI/OSX/AQCO, HQ USAF/
XPM/CCX/DPF, and the HQ USAF functional OPR(s) of the final cost comparison
decision via e-mail. The e-mail should include summarized information for the final
cost comparison decision, e.g., savings, MEO.

17.4.3.1.7.3.4. Thefunctional OPR provides written notification of the final cost com-
parison decision to directly affected civilian employees and their representatives as
well as directly affected military as soon as possible after the final decision is made but
before aformal final public announcement is made.

17.4.3.1.7.3.5. The installation commander (or designee) makes a formal public
announcement of the final cost comparison decision and should follow-up with the
local congressional delegation to convey the final cost comparison decision.

17.4.3.1.7.3.6. The contracting officer cancels the solicitation.

17.4.3.1.7.3.7. It is recommended that Public Affairs publish details regarding the
final cost comparison decision. Figure 17.4.. provides the recommended announce-
ment.

17.4.3.1.7.3.8. The servicing manpower and organization office updates the AF IGCA
Inventory in the MDS (Chapter 3 of this Instruction) and CAMIS (Attachment 6),
respectively.

17.4.3.1.7.3.9. Thefunctional OPR begins implementing the MEO in accordance with
the Transition Plan upon afinal cost comparison decision.

17.5. Revising the Government Cost Estimate After Submitting the Manage ment Plan to the Con-
tracting Office.

17.5.1. Inorder to make corrections or adjustments to the in-house bid, the date and time for receipt
of contract/ISSA offers may be postponed in order to revise the Government’s Cost Estimate. These
revisons must be completed in accordance with paragraph 17.5.4. of this Instruction. No contract/
ISSA offer will be opened or otherwise reviewed prior to sealing of the in-house cost estimate.
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17.5.2. Upon expiration of the date and time specified for receipt of contract/ISSA offers, revisons or
changes to the Government Cost Estimate are only permitted:

17.5.2.1. If cost comparison rates or factors change (as directed by OMB or DoD) and the Gov-
ernment Cost Estimate has not yet been opened, (see paragraphs 12.4.6. and 12.4.7. of this Instruc-
tion)

17.5.2.2. If changes to the Management Plan (i.e., TPP), as directed by the SSA, impact the cost
estimate,

17.5.2.3. If directed by the AAP Authority, or
17.5.2.4. If due to an amendment to the solicitation.

17.5.3. If errors or omissions are discovered in the Government’s Cost Estimate after contract/| SSA
offersare received, corrections are permitted only when directed by the AAP Authority asthe result of
an appeal.

17.5.4. When making revisions to the Government’s Cost Estimate:

17.5.4.1. A revised COMPARE CCF is developed by the servicing manpower and organization
office, independently reviewed by the IRO, and submitted to the Contracting Office in a sealed,
sequentially numbered, envel ope(s).

17.5.4.2. The envelope(s) is labeled, “Revised Government’s Cost Estimate #0X.” Also provide
date of revision and reason for revision. Reference and attach applicable documentation support-
ing the reason for the revision.
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Figure 17.1. Cost Comparison Decision Seps. Sealed Bid Acquisition.

Initial Steps
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. Tentative Cost Comparison Decision
. Contracting Announces Tentative Decision
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. Public Review Period
10. Administrative Appeal Process (If Required)
11. Final Cost Comparison Decision
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. Functional Announces Tentative Decision to Directly Affected Employees and their Representatives

. Installation MQ Notifies Command and HQ USAF of Tentative Decision

. Installation Commander Makes Verbal Notification to Appropriate Congressional Delegates (Optional)
. Public Affairs Formally Announces Tentative Cost Comparison Decision (Optional)
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Figure 17.2. Cost Comparison Decision Steps. Negotiated Acquisition.
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Figure 17.2. Continued.

. Contract Decision (Final) In-house Decision (Final)
Servicing MQ Submits RCS 8001 to Command =========> Same as Contract Decision
Command Reviews RCS 8001 and Fo;'wards to HQ USAF/XPMR =========> Sgme as Contract Decision
HQ USAF/XPMR Staffs Congressional Notification HQ USAF/XPM Notifies HQ USAF

of Final Decision

SAF/LLP Notifies HQ USAF/XPMR of Date/Time

Congressional Notification Will be Made Non-applicable

HQ USAF/XPMR Notifies Command of Date/Time

Congressional Notification Will Be Made Non-applicable

Command Notifies Appropriate Congressional Delegation of

| When the Written Notification Will be Made by SAF/LLP Non-applicable

Functional Notifies Directly Affected Civilians and Their
Representatives and Military Employees

| HQ USAF/XPMR Verifies That Congressional
Notification Was Made by SAF/LLP Non-applicable
» HQ USAF/XPMR Then Notifies Command

Contracting Officer Awards the Contract Contracting Officer Cancels Solicitation

Installation Commander (or Designee) Makes Formal Public

X N .. B isi
Announcement of the Final Cost Comparison Decision Same as Contract Decision

Public Affairs Makes Official Final Cost

. - ======—===> Same as Contract Decision
Comparison Decision Announcement

Servicing MQ Updates CA Inventory and CAMIS =========> Same as Contract Decision

=========> Same as Contract Decision

Functional OPR Begins Transition Plan Implementation e
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Figure 17.3. Congressional Notification of Final Cost Comparison Contract Decision.
CONGRESSIONAL NOTIFICATION EXAMPLE -- COST COMPARISON DECISION

SAF/LLP
1160 Air Force Pentagon
Washington, DC 20330-1160

(APPROPRIATE CONGRESSIONAL MEMBER/TITLE/ADDRESS)

Dear (Name)

Thisisto inform you that the commander of (installation name) Air Force Base (AFB), (state), has
conducted a cost comparison to determine the most efficient and cost eff ective method of performancefor
[list CA(s)] The cost comparison determined contract performance to be the most efficient and cost effec-
tive method of operation and will result in a savings to the Government of ($X over an X-month period).
The cost comparison was conducted in accordance with the policies and procedures of the Office of Man-
agement and Budget Circular (OMBC) A76, Performance of Commercial Activities. The performance of
this function by contractor personnel will not affect the military mission at (installation name) AFB.

The cost comparison was based on a planned performance period of (X months) (month/day/
year-month/day/year). The cost of the contract is ($XXX,XXX). The cost and expenditures the Gov-
ernment will incur because of the contract will be ($X) for atotal cost under contracting of ($X). Pursuant
to 10 USC 2461, the Air Force certifies that the Government in-house cost estimate is based on a most
efficient and cost effective organization (MEO). The cost of performance by Government personnel
would have been (XXX, XXX) based on an MEO of (XXX civilians). The Air Force certifies the cost
comparison isavailablefor examination. The estimated economic impact of this contract decison will be
an (X) percent decrease of expenditures by (installation name) AFB in the local community.*

The (installation name) AFB civilian personnel officeis presently determining placement opportuni-
tiesfor the (X) civilian employees assigned on the date the cost comparison decision was determined.
Separation incentives and voluntary early retirement will be offered to avoid or minimize involuntary sep-
arations.

OR

(The following paragraph is used in place of the previous paragraph only when the congressional RIF
notification will occur concurrently with the 10 USC 2461 notification made by HQ USAF/XPM.)

At thistime, it appears that approximately (XX) permanent employees may have to be separated. The
effective date of the RIF is(month/day/year). Affected employeeswill be given the appropriate 120-day
notification. The Air Force deeply regrets the necessity of separating skilled, loyal employees, and every
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effort is being made to mitigate the adverse effects of this action. Attempts are being made to locate suit-
able vacancies on the installation and outplacement assistance will be provided to those separated.
We trust the information provided isuseful. Please let us know if you require additional details.
Sincerely,
XXX XXXX, Colonel, USAF
Chief, Programs and Legislation Division

Office of Legidative Liaison

*This sentence isincluded only when the decision impacts morethan 75 DoD civilians.



192 AF138-203 19 JULY 2001

Figure 17.4. Public Affairs Announcement of Cost Comparison Decision.
PUBLIC AFFAIRSANNOUNCEMENT
FINAL COST COMPARISON (OR DIRECT CONVERSION) DECISION ANNOUNCEMENT
XXXX BASE XXXX FUNCTION(S)
(EXAMPLE: BLYTHEVILLE AFB GROUNDS MAINTENANCE)

The (insert wing designation) Commander, (insert rank and name), of (insert Command) has
announced a cost comparison decision of (insert function(s)). Competition between in-house and con-
tract performance determined (contract or in-house) performance to be the most efficient and cost effec-
tive method of operation. This cost comparison impacted atotal of (insert number) DoD personnel (#
officers, # enlisted and # civilians). We anticipate the impact on these employees as follows: X will be
offered other Government employment, X will retire, and X will be involuntarily separated from Govern-
ment employment.

This cost comparison (or direct conver sion) was conducted in compliance with the Air Force policiesin
AFI 38-203, Commercial Activities Program, that implements the Office of Management and Budget Cir-
cular (OMBC) A-76, Performance of Commercial Activities. This Circular reaffirms the Government’s
policy to rely on the private sector for products and services. When in-house performance of commercial
activitiesis not required for national defense reasons and contracting is more cost effective, conversionto
contract performance isin the best interest of the American taxpayer.

When a competition between in-house and contract performance determines contracting is more cost
effective, OMBC A-76 and Federal Acquisition Regulation require the contractor to offer adversely
affected civilian employees the Right of First Refusal for employment openings to positions (under the
contract) for which they are qualified. Since DoD is sensitiveto the personal impact this action may have
on civilian employees, the DoD Program for Stability of Civilian Employment ensures every effort is
made to help adversely affected civilian employees who desire placement assistance. These employees
are registered in the Defense-wide computerized Priority Placement Program. Registrants under this pro-
gram receive placement rights to vacancies within DoD (other Federal agencies are also solicited). When
adversely affected civilian employees must relocate to continue Federal employment, transportation and
moving expenses are paid by the Government.
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Chapter 18

ADMINISTRATIVE APPEAL PROCESS

18.1. General. This chapter provides policy and policy implementation for the administrative appeal
process (AAP). The AAP resolves questions from eligible appellants relating to a cost comparison deci-
sion. AAPs provide an administrative safeguard to ensure AF cost comparisons are conducted fairly, equi-
tably, and according to policies of this Instruction. Figure 18.1. provides a summary of the AAP and
Figure 18.2. provides the format for the AAP After-Action Report.

18.2. Palicy.

18.2.1. Eligible appellants are the directly affected civilian employees and/or their representative(s)
and the competing contract(s)/I SSA offeror(s) that are directly affected by atentative cost comparison
decision to convert to or from in-house or contract/| SSA performance as aresult of a cost comparison.

18.2.2. The AAP does not authorize an appeal outside the AF or judicial review.
18.2.3. The AAP does not apply to direct conversions.

18.2.4. GAO protests are not part of the AAP. The decision to award a contract in the event of a GAO
protest is the responsibility of the contracting officer.

18.2.5. The AAP will be independent and objective.

18.2.6. The AAP islimited to a maximum of 30 calendar days from the date of the end of the Public
Review Period during which the contracting officer received the appeals. In complex cases, exten-
sions to the AAP may be granted by the command XP in 30-day increments as necessary to allow
proper and prudent review. If the AAPisto exceed 60 calendar days, AF/XPM shall be notified.

18.2.7. The purpose of the AAP isto ensure any errors noted in the cost comparison are appealed as
identified by affected parties and corrected to ensure afinal decision is determined by the Government
at the end of the 30-day AAP. The AAP Authority shall not review any item not formally challenged
by an eligible appellant.

18.2.8. .If discrepancies, errors or omissions are identified, the apparent winner or loser of a cost
comparison has only the time during the Public Review Period to submit an appeal. This appeal
should address correcting discrepancies, errors or omissions to ensure the cost comparison reflects the
correct outcome for the Government regardless of whether the final decisionisin favor of the contrac-
tor(s) or MEO. The outcome of the AAP isfinal.

18.2.9. The commander appoints an AAP Authority who is either (1) at least two organizational lev-
els above the official who certifies the MEO or (2) independent of the function(s) being cost com-
pared. (For example if refuse collection is being cost compared, the AAP Authority may not be from
Civil Engineering.) The individual appointed must also be one organizational level above or senior in
rank to the Source Selection Authority (SSA). (For example, if the SSA is the Installation Com-
mander, the AAP Authority must reside at the MAJCOM HQs.) It is recommended this appointment
be made early in the cost comparison process to ensure the AAP Authority is independent of the cost
comparison process in case an appeal is submitted.

18.2.10. The AAP Authority makes the final determination if the appeal meets AAP criteria (para-
graph 18.3. of this Instruction) and files an AAP After-Action Report (Figure 18.2.).
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18.2.11. The AAP Authority shall appoint an AAP Review Team to ensure the various experts appro-
priately and adequately address the appealed items. This team resolves questions from directly
affected parties relating to determinations resulting from the cost comparison. It is recommended this
appointment be made early in the cost comparison process to ensure the team members are indepen-
dent of the cost comparison processin case an appeal is submitted.

18.2.11.1. The AAP Review Team must include at a minimum contracting, legal, functional,
manpower, and financial representatives. Upon receipt of the appeal(s), the AAP Authority can
scale down membership (based on the recommendation of the Servicing Manpower Office) if the
appealed items do not warrant the full array of expertise originally identified. These members
should, however, remain on call. AAP Review Team members must meet the criteria set forth in
DoD Interim Guidance Attachment 5, Paragraph 4 (a), (b) and (c) of OSD (AT&L) Memorandum
dated 3 April 2000.

18.2.12. Submission of Appeals. Appeals must be received by the contracting officer, in writing, no
later than the last day of the Public Review Period. The Public Review Period begins on the date all
supporting documentation is made publicly available and ends within 20 calendar days. However, this
Public Review Period may be extended to a maximum of 30 calendar daysif the cost comparison pro-
cessis particularly complex when approved by the command XP.

18.2.13. For multi-function cost comparisons using an “any or al” solicitation resulting in a tentative
cost comparison decision to contract, appeals received from more than one contractor will be pro-
cessed together to continue the “any or all” aspect of the cost comparison. This approach ensures that
all items appealed (separately or together by one or more contractors) are considered together and all
adjustments are made at one time.

18.2.14. No final cost comparison decision can be made until all appeals are resolved.

18.2.15. Until the AAP is completed and a final cost comparison decision determined, appeals may
not be released under FOIA.

18.2.16. Figure 18.1. provides an overview of the AAP.

18.3. Appeal Criteria.

18.3.1. Appeals must be submitted within the public review period (that starts after the date all sup-
porting documentation is made publicly available) to be considered.

18.3.2. Appedableitemsare limited to:
18.3.2.1. Specific questions regarding line items on the COMPARE CCF.

18.3.2.2. Specific instances of AF denials of information not otherwise protected by law or regu-
lation.

18.3.2.3. Specific instances regarding AF compliance with the policies and procedures of the
OMB Circular A-76 and its Supplemental Handbook and this Instruction.

18.3.3. Non-appedable items are:

18.3.3.1. The selection of one contract/I SSA offeror over another for competition with the Gov-
ernment Cost Estimate.

18.3.3.2. Award to one contractor/I SSA in preference to another.



AF138-203 19 JULY 2001 195

18.3.3.3. Government management decisions involving the Government certified MEO.

18.3.3.4. The policies and procedures contained in OMB Circular A-76 and its Supplemental
Handbook and this Instruction.

18.4. AAP Poalicy Implementation.
18.4.1. The AAP will be conducted by one of the following (as determined by the command policy):
18. 4.1.1. The command.

18.4.2. Upon receipt of an appeal, the contracting officer immediately provides the appeal, aswell as
acopy of the COMPARE CCF, solicitation package, Management Plan (excluding the TPP as appro-
priate), and all supporting documentation to the servicing manpower and organization office.

18.4.3. The servicing manpower and organization office informs the commander that an appeal has
been filed, provides a summary of the appeal, and briefs the commander on the appeal process.

18.4.4. The commander appoints an official to serve asthe AAP Authority upon receipt of an appeal.

18.4.5. The servicing manpower and organization office briefs the AAP Authority on AAP responsi-
bilities, the appeal, and the cost comparison process.

18.4.6. Upon receipt of the appeal, the AAP Authority advises the appellant of receipt of the appedl
(within 7 work days from receipt of the appeal) by return recei pt-requested, certified mail.

18.4.7. The servicing manpower and organization office reviewsthe appeal to assessif it meetsall the
criteriain paragraph 18.3. of this Instruction and makes a recommendation to the AAP Authority to
accept or deny the appeal. The AAP Authority makes final determination if the appeal meets all the
criteriain paragraph 18.3. of this Instruction.

18.4.7.1. If the recommendation isto deny the appeal, a copy of the appeal, the Management Plan
(that includes a copy of the COMPARE CCF and all backup documentation (excluding the TPP as
appropriate), contract solicitation package, and a written explanation is provided to the AAP
Authority. Upon determination by the AAP Authority to deny the appeal, the appeal is returned to
the appellant by the contracting officer, with awritten explanation of which criteriawere not met.

18.4.7.2. If the recommendation is to accept the appeal, a copy of the appeal, the Management
Plan (that includes a copy of the COMPARE CCF and all backup documentation but excludes the
TPP if appropriate), contract solicitation package, and a written explanation is provided to the
AAP Authority that appeal criteria have been met.

18.4.7.3. Upon approval by the AAP Authority, the servicing manpower and organization office,
asaminimum:

18.4.7.3.1. Notifies the command XPM by memorandum, with information copy to HQ
USAF/XPMR and AFMIA/MIC that an appeal has been filed and accepted or denied. The
memorandum identifies the AAP Authority, the appellant, a summary of the appeal and the
date the final appeal decision is due.

18.4.7.3.2. Ensuresthe AAP Authority appointsan AAP Review Team, which is composed of
at least three AF members (military or civilian) that are independent of the CA being cost com-
pared. Although personnel involved in the cost comparison process are not on this team, they
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can be required to provide additional information, data, or explanations regarding the basis for
determinations or decisions.

18.4.7.3.3. Briefs the Administrative Appeal Review Team regarding AAP responsibilities,
the appeal, and cost compari son process.

18.4.8. The AAP Authority administersthe AAP.

18.4.9. The AAP Authority shall not review any item not formally challenged by an eligible appel-
lant.

18.4.10. The members of the AAP Review Team analyze each element of the appeal, devel op recom-
mendations, and forward recommendationsto the AAP Authority for final decison. The AAP Review
Team and AAP Authority are to consult with anyone necessary, including the Source Selection Eval-
uation Team (SSET) chair for the specific study, in evaluating the appeal before arriving at any con-
clusions. It iscritical that al information directly related to the issues under appeal is made available
to the appeal review team and that al relevant facts are considered before a final decision is made.

18.4.11. When discrepancies in the cost comparison are substantiated by the AAP (based on an
appeal), the AAP Authority directs that changes be made to the COMPARE CCF, recalculations are
made by the servicing manpower and organization office, independently reviewed by an IRO then for-
warded to the AAP Authority for final decision.

18.4.12. When making recal culations to the COMPARE CCF and supporting documentation, a com-
plete audit trail is maintained. The audit trail identifies changes made as aresult of appeal discrepan-
ciesidentified through the AAP.

18.4.13. When COMPARE CCFs are recalculated, each recalculated version is sequentially num-
bered, dated, and the appeal referenced. For example: “Revised COMPARE CCF #1--Reason: Per
Appeal Decision” and the date the recal culations are made. It is essential to reference and attach appli-
cable appeal documentation and decision to these recal culations.

18.4.14. For A-76 cost comparisonswith 300 or more positions, the AAP Review team prepares draft
appeal findings for the AAP Authority’s review and approval.

18.4.14.1. The AAP Authority provides the draft appeal findings document to interested parties
and AF/XPM and gives interested parties five working days to review and comment after public
release.

18.4.14.2. The AAP Authority provides draft appeal findings on cost comparisons below the
300-position threshold upon AF/XPM request.

18.4.15. The AAP Review team reviews comments received, makes recommendations and forwards
al information to the AAP authority. The AAP Authority makes the final AAP decision based on the
information received from the AAP Review Team.

18.4.16. The AAP Authority provides the appellant(s) afinal decision in writing by return receipt
requested, certified mail, in accordance with the timelines in paragraph 18.2.6. Other directly affected
parties are also provided a copy of the final decision. Other interested parties may be provided a copy
under FOIA.

18.4.17. The AAP Authority maintains a copy of thefinal decision document and copies are provided
to each AAP Review Team member, the contracting officer, servicing staff judge advocate, servicing
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manpower and organization office, and the IRO/Team. HQ USAF/XPMS and AFMIA/MIC will be
provided copies upon request.

18.4.18. When thereisareversal of the tentative cost comparison decision, no subsequent or sequen-
tial appeals are permitted by any directly affected party. (See paragraph 18.2.7. of this Instruction.)

18.4.19. After AAP has been completed and the AAP Authority has made afinal AAP decision, the
AAP Authority filesan AAP After-Action Report (Figure 18.2.) and transmits the report to command
XPM, AFMIA/MIC and HQ USAF/XPMS.

18.4.20. Thefina cost comparison decision isthen processed in accordance with Chapter 17 of this
Instruction.
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Figure 18.1. Overview of Administrative Appeal Process.

| Tentative Cost Comparison Decision
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MQ Informs Commander of Appeal(s) and Commander Appoints AAP Authority
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AAP Authority Acknowledges to Appellants Receipt of Appeal(s) and MQ Recommends
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AAP Authority Makes Decision to Accept or Deny Appeal(s)
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Contracting Officer Announces Final Cost Comparison Decision l

Note: After AAP Makes Final Cost Comparison Decision No Subsequent Appeal(s)
Are Allowed Even if Original Tentative Cost Comparison Decision is Overturned
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Figure 18.2. Administrative Appeal Process After-Action Report.
MEMORANDUM FOR Command/XPM
FROM: AAP Authority’sMailing Address

SUBJECT: After Action Report -- Results of Administrative Appeal, [Function(s)] Cost Comparison,
(Installation, State) -- CAMIS #( )

| have completed the Administrative Appeal Process, in accordance with AFI 38-203, Commercial
Activities Program, for subject cost comparison. The tentative cost comparison decision has been (sus-
tained/overturned) in favor of the (in-house/contractor (s)). The following information is provided.

a. (Contractor(s) company name) was/were selected to compete with the in-house on (date).

b. Comparison of costs between contract and in-house offers was conducted on (date) and a tentative
decision favored (in-house/contr act) performance. The cost advantage favoring the (in-house/contr act)
was ($XXX) over (X) years. Directly affected partieswere notified of the tentative decision on (date) and
the Public Review Period was held from (from date) to (to date).

c. (Appédlant’sname) filed an appeal on (date).
d. Sustained itemsresulted in ($XXX) in cost adjustments (if applicable).

e. Thefinal decision hasresulted in a ($XXX) cost comparison advantage, over (X) years, to (the
in-house/contractor (s) company name).

f. The appellant and other directly affected parties were notified of this decision on (date).
g. Summary of appeal(s) and AAP Authority findings
h. A copy of the written final AAP decision is attached

If you require further information please contact me at (DSN, e-mail address).

AAP Authority Signature Block
Attachment:
AAP Final Decision, (date)

CC.
HQ USAF/XPMR
AFMIA/MIC
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Chapter 19

MOST EFFICIENT ORGANIZATION AND CONTRACT IMPLEMENTATION

19.1. General. This chapter provides policy and policy implementation for ensuring that in-house or
contract CAs are implemented in atimely manner and operate according to the results of the cost compar-
ison.

19.2. Palicy.

19.2.1. Commanders are responsible for maintaining the integrity of the cost comparison by ensuring
the results of the cost comparison are implemented and maintained.

19.2.2. Commanders will not replace contractor operated CAs with an in-house work force based on
the assumption that in-house performance is more cost effective unless it is substantiated by a cost
comparison in accordance with this Instruction.

19.2.3. MEOs are valid for five years after the MEO implementation date. After five years the MEO
must be recompeted with the private sector to continue to be coded asan MEO inthe AF IGCA Inven-
tory (i.e.,, MDS). The only exceptions are:

19.2.3.1. The original cost comparison was conducted with performance periods exceeding five
years and the decision favored in-house performance. Written approval from HQ USAF/XPM is
required per paragraph 10.2.5. of this Instruction.

19.2.3.2. A command performs a COMPARE analysis using market research/analysis conducted
by the servicing contracting office to ensure the MEO is still competitive with the private sector. If
this analysis indicates the MEO is more cost effective than the private sector, the command XP
can certify this analysis and request approval from HQ USAF/XPM to continue operating under
an MEO for up to five more years. This request must be submitted by the command XP to HQ
USAF/XPM and HQ USAF/XPM approval received prior to the expiration of the MEO.

19.2.4. After theinitia cost comparison performance periods and approved five year extension (if
applicable) have expired, the function can no longer be considered an MEO since a recompetition
with the private sector has not been conducted. The command will reschedule the function for cost
comparison and re-code the resourcesin MDS (Chapter 4 of thisInstruction).

19.2.5. The functional OPR is responsible for maintaining a current PWS at all times, i.e., making
sure it reflects all requirement changes, regardless of whether the function operates under an MEO or
contract. The functional OPR isresponsible for continued monitoring of the CA to ensure costs do not
significantly escalate after contract award or MEO implementation.

19.2.5.1. Proposed changes will be coordinated with the servicing contracting office and servic-
ing manpower and organization office, aswell aswith the command functional OPR. A copy of all
approved modifications will be provided to the servicing manpower and organization office.

19.2.5.2. When PWS modifications increase MEO personnel levels and/or operating costs to
thresholds associated with an expansion, co