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INTRODUCTION

PURPOSE

This handbook provides personnel performing Independent Reviews of Defense Logistics Agency (DLA) specific Commercial Activities (CA) studies with procedures and guidance necessary for the OMB Circular A-76 required certification.  As a living document, this handbook is updated on an as-needed basis as guidance evolves and changes.  The review steps are not a mandated approach but do provide an effective tool for ensuring a thorough review.  They should not serve as a substitute for initiative or judgment.  If a particular step is not applicable to the function under study, the Independent Reviewer may use discretion and disregard or modify the step.  The Independent Reviewer
 will prepare and maintain working papers to document the work performed, including documenting dialogue between the Independent Reviewer and CA Team, issue submissions with responses and a crosswalk of the costing iterations.   An Independent Review (IR) is mandatory for all Government cost estimates developed for cost comparisons.

BACKGROUND

OMB Circular No. A-76 admonishes the Government to rely on the private sector for commercial goods and services, when the private sector can provide them at a lower cost.  The revised OMB Circular No. A-76 Supplemental Handbook provides a uniform methodology; Part II provides guidance on preparing the cost comparison.  This guidance requires an IR of the In-House Cost Estimate (IHCE) and demands that the Independent Reviewer be impartial and independent of the CA being studied as well as the organization preparing the cost comparison.  The IHCE must be fully documented and stand on its own without any further interpretation with the Independent Review Official (IRO) basing certification on current guidance.  The IRO is critical to the integrity of the A-76 process; he or she may be called upon to attest to the Most Efficient Organization’s (MEO) ability to perform the Performance Work Statement (PWS) within the resources of the IHCE, as well as specific areas within the IHCE. 

Cost comparisons are prepared using the Windows-based software program, win.COMPARE2, which documents costs in accordance with the guidance in the Circular, Supplemental Handbook, and the A-76 Costing Manual released by the DoD Competitive Sourcing and Privatization Office. 

SCOPE

The Independent Reviewer is responsible for making an informed decision on whether the Government is in compliance with all applicable OMB, DoD and DLA guidance governing the A-76 process.  Completion of the steps in this handbook should provide the IRO with reasonable assurance that the cost estimate is prepared in accordance with CA policy and guidance.  

The checklists contained within this handbook are provided as a tool.  The first two columns reference the document under review and each chronological step.  The third column walks the Independent Reviewer through the required review steps.  The last two columns, Date Verified and IRO Reference, assist in developing the necessary working papers (documentation) to support the certification of the study by the IRO.  Date Verified indicates the date that the Independent Reviewer verifies that the study meets that requirement.  The IRO Reference allows the Independent Reviewer to track its verification back to supporting documentation as necessary.

The Independent Reviewer will review documentation supporting the cost estimates, including the MEO, PWS, contract solicitation, IHCE, Quality Assurance Surveillance Plan (QASP), Technical Performance Plan (TPP) and Transition Plan (TP). All figures entered into the Cost Comparison Form (CCF) should be consistent with those costs contained within backup documentation.  There must be an audit trail from the source documents through the work papers prepared by the CA Team to each Line of the CCF.  Also, changes in staffing must be justified and supported.

The CA Team should contact the IRO at least 30 days prior to the issuance of the final solicitation for the competitive sourcing study in order to arrange necessary site visits. The CA Team should also contact the IRO at least 30 days prior to anticipated date for the MEO certification by the activity’s MEO certifying official.  If study documentation is well organized and ready for review, IRs of a single-function CA study should take no longer than 30 days, and multifunction studies should be completed within 60 days.

The contracting officer must have IHCEs certified by the IRO prior to bid opening.  For that reason, the IRO must bring discrepancies or omissions promptly to the attention of the CA Team for corrective action.  Once the cost estimates are corrected and deemed accurate, the IRO will certify the CCF.  The certification will contain the standard language developed by OMB.

OBJECTIVES

General objectives of the IR are to ensure that:

· Data contained in the Management Plan reasonably establishes the Government’s ability to perform work requirements of the PWS within resources provided by the MEO, 

· The Government’s TPP meets the technical requirements of the PWS.  (The Management Plan shall include a TPP when the Cost/Technical Tradeoff process is used to evaluate the private sector/Interservice Support Agreement (ISSA) offers.), and, 

· All costs entered on the CCF are fully justified and calculated in accordance with procedures described in Part II of the OMB Circular No. A-76 Supplemental Handbook and other applicable Federal regulations.

The A-76 competitive sourcing process only succeeds if a level playing field is maintained and there is no perception of unfair competitive advantage in favor of either the Government of private industry.  

INDEPENDENT REVIEW PROCESS

Every effort must be made to ensure consistency in the IR process. To this end, the IRO has established the following IR process for each review.  The IRO may amend the process to meet scheduling constraints as necessary, yet still abide by OMB Circular A-76 guidance.

It is intended that the CA Team work cooperatively with the Independent Reviewer to complete the IR certification. The review and analysis of the Management Plan and IHCE will be completed after the site visit, and after the cost estimate has been signed by the appropriate authority, i.e., the activity’s MEO Certifying Official. The Independent Reviewer will utilize the checklist and questions contained herein to conduct a thorough review and document its findings. 

The major phases of the IR include:

· Review of PWS

· Facility Site Visit

· Management Study Review & IHCE Analysis

· IRO Certification

The first step of the review process is to review the PWS.  The PWS should be reviewed prior to a site visit, if available.  Review of the PWS provides the Independent Reviewer with an understanding of the requirements that the Government’s Management Plan should address.

The site visit, the second step, allows the Independent Reviewer to (a) meet the Commander/Director and the PWS Team of the activity under study, (b) receive a comprehensive briefing of the facility’s mission and the PWS, and (c) receive a tour of current operations.  Since the cost estimate to be reviewed must fully capture all facets of the MEO, the briefing must provide the Independent Reviewer an opportunity to familiarize himself with the facility’s challenges as well as its unique missions and special attributes.  The IRO site visit will not involve any aspects of the MEO.  Since the PWS is available before MEO certification, the IRO may conduct the site visit to occur before certification by the MEO Certifying Official.  This is to allow adequate time for MEO review, which can only start after MEO certification.

The third step of the review process is the in-depth analysis of the Management Plan and IHCE.  The IRO will rely on the Independent Reviewer to thoroughly analyze these documents and to provide dialogue with the CA Team, the Contracting Officer (KO) or DLA management representatives to clarify issues and amend documents as necessary.  The CA Team shall provide supporting documentation to the Independent Reviewer as requested.  Any issues raised by the Independent Reviewer will be documented and provided to the CA Team for response and comment.

The fourth and final step of the review is the certification of the Management Study.  Certification occurs when the IRO is confident that the MEO can reasonably accomplish the work specified in the PWS, and that the costs on the CCF are fully justified and calculated in accordance with the Circular and its Supplement.  It is important to note that any changes made to the CCF during the IR process require that the appropriate MEO Certifying Official must recertify the CCF before the IRO certifies the study.

DOCUMENTATION

The following documentation must be retained by the Independent Reviewer to protect the Government should the cost comparison be protested or appealed:

· The solicitation package with amendments incorporated, 

· A copy of the  CCF bearing the IRO signature.

· A copy of the final Management plan, including the MEO, IHCE, TPP, TP, QASP and any documents that reference them to the PWS.

· A copy of the announced positions to Congress.

· win.COMPARE2 Study file(s), including password(s).

· Copies of the Certified Position descriptions supporting the MEO.

· Copies of working papers developed by the CA Team that support the MEO and IHCE.

· The interim and final IRO review statements or memoranda identifying problems requiring corrective action(s) and documentation of the implemented corrective action(s) Action Item Tracking Form (AITF) Database.

· Compliance Validation Matrix database

SECURITY AND RECORDS MANAGEMENT

During the A-76 process, the Independent Reviewer must be aware of the need to properly mark and protect Government information. The Independent Reviewer review involves access to procurement sensitive, proprietary, and Privacy Act information.   

Procurement Sensitive: All personnel involved in CA studies must be aware of the extremely sensitive nature of these studies.  Documents and data of IRs are procurement sensitive information and must be handled accordingly. This is a sensitive area and even the appearance of a conflict of interest between the Independent Reviewer and affected Government employees or potential contractors cannot be tolerated.  This special handling must be followed from the commencement of the study until the public announcement of the study’s decision. 

All documentation may be stored without extra security once the study’s award decision is publicly announced. Since the PWS is publicly released as a natural part of the A-76 process, the PWS does not need to be securely stored once it has been publicly released.  All supporting documentation and paperwork for the PWS development must remain procurement sensitive.

Access:  Due to this procurement sensitive issue, only those individuals with a “need to know” shall be given access to information of ongoing Commercial Activity studies.  All individuals with access to A-76 documentation must sign the DLA A-76 Non Disclosure statement. 

Documentation Marking: All documents must be clearly marked at the top or bottom of the page with the phrase, “For Official Use Only: Procurement Sensitive until the tentative cost comparison decision.”  “For Official Use Only” is a protective marking designed to be applied to information considered to be exempt from disclosure under the Freedom of Information Act.  “Procurement Sensitive” is a more specific warning to alert handlers to the special nature of the material.  This applies to all hard and soft copy communication that occurs between the Independent Reviewer and the CA Team (i.e., question submission, memorandum).

win.COMPARE2: Since cost data files in win.COMPARE2 are password protected, these files may be distributed electronically.  NOTE: The password must not be transmitted in the text of the e-mail.

Storage & Disposal: A-76 study documents shall be secured under lock and key. Before the study’s decision announcement all excess documents, drafts, copies of paperwork, and discarded notes shall be shredded. Do not leave sensitive information on desks, on computer screens, or discuss such information in common areas of the office, cafeteria, break rooms, or bathrooms.

E-mail/Fax machine usage: Transmitting material by e-mail or fax machine is authorized.  Any correspondence transmitted in this manner must have the statement, “For Official Use Only: Procurement Sensitive until the tentative cost comparison decision.”   clearly stated in the cover page, with the point of contact and telephone number of the sender.   (Note: It is wise to phone the recipient of the facsimile prior to transmittal.  If the recipient is available to wait for the transmission, this will aid in the avoidance of compromised information.)

Improper Disclosure: If any unauthorized disclosure is discovered during the IR, the DLA Internal Auditor and/or the Contracting Officer must be notified immediately.

FIREWALL

A “firewall” is a figurative reference to the separation of individuals working on the development of the Performance Work Statement and those that are preparing the Government Management Plan.   As discussed in the GAO Jones-Hill decision, discrete teams are required to preserve the integrity of the cost comparison.   It is critical to avoid the appearance of impropriety that could potentially compromise the study.  

To this end, the Independent Reviewer will discuss PWS issues only with a designated PWS representative.  The IRO requires that the Directors of the CA offices submit a letter identifying the point of contact for PWS issues.  The letter will also indicate that this individual will be independent of the MEO (See Appendices).  The Independent Reviewer will also submit copies of all PWS issues raised to the designated KO for the competitive sourcing study.

Similarly, the Independent Reviewer will discuss MEO issues only with members of the MEO team.  Issues pertaining to the MEO Management Plan and In-House Cost Estimate are not to be discussed or otherwise revealed to either members of the PWS team or the KO.

REFERENCES

· OMB Circular No. A-76, “Performance of Commercial Activities,” August 1983

· OMB Circular No. A-76, “Revised OMB Circular No. A-76 Supplemental Handbook - Performance of Commercial Activities,” March 1996

· DoD Instruction 4100.XX-M,  A-76 Costing Manual, March 2001

· OMB Circular No. A-76, Transmittal Memoranda.  Transmittals are distributed periodically. 

· DOD Instruction 4100.33, “Commercial Activities Program Procedures,” September 1985 

· DOD Directive 4100.15, “Commercial Activities Program,” March 1989 

· DOD Instruction 4000.19, “Interservice and Intergovernmental Support,” August 1995

· 10 USC 2462(a)

· Federal Acquisition Regulation

· FAIR Act

· Defense Federal Acquisition Regulation Supplement

PERFORMANCE WORK STATEMENT

OBJECTIVE

The objective is to determine whether the PWS adequately defines the workload and provides a reasonable basis for in-house and contractor cost estimates.  

BACKGROUND

The PWS describes the work to be performed.  It should be comprehensive to enable an "apples-to-apples" comparison of Government cost estimates and contractor proposals.  The PWS must be performance based, and not prescriptive.  The PWS should describe the output requirements of the operation, including the responsibilities and requirements for facilities, equipment, and material.  It should also provide performance standards, acceptable deviations, and a method of surveillance.  The Independent Reviewer performs a careful analysis of the PWS to assess its clarity and completeness for cost estimating purposes since it serves as the baseline for both the Government and contractor cost estimates.

REVIEW DOCUMENTATION

The Independent Reviewer will document in a work paper or a written narrative the review of the PWS that identifies the scope, methodology, results, conclusions, and resolution of any discrepancies.  In addition, the working paper narrative must be cross-

referenced to any supporting working papers, appropriate steps in this handbook, and an overall summary of the review of this cost comparison study.  Review of the PWS is included and documented with the Compliance Validation Matrix.  Any and all concerns/discrepancies/inconsistencies are further documented in the AITF Database.

REVIEW STEPS

The PWS should not be reviewed until the KO issues the final solicitation
.  The Independent Reviewer should promptly provide details of inconsistencies, errors, omissions, or lack of supporting documentation to the designated individual on PWS Team, with a copy to the KO , for prompt corrective actions to avoid delaying the IR.  If the Reviewer identifies material inconsistencies, errors, or omissions that may cause significant delay in completing and certifying the IR, the Independent Reviewer must immediately notify the PWS Team and the KO by memorandum or email, and suspend the review until corrective actions is taken.  

Performance Work Statement Checklist

	#
	Review Steps
	Date Verified
	IRO Reference

	PWS
	1
	Does the PWS contain all required elements and is it ready for detailed review?
	
	

	PWS
	1.1

1.1.a
	Does the PWS contain:

· Section C-1, General Information?
	
	

	PWS
	1.1.b
	· Section C-2, Definitions?  Are the definitions complete?
	
	

	PWS
	1.1.c
	· Section C-3, Government-Furnished Property (GFP) and Government-Furnished Services (GFS)?
	
	

	PWS
	1.1.d
	· Section C-4, Performing Activity (PA) Furnished Items and 

      Services?
	
	

	PWS
	1.1.e
	· Section C-5, Specific Functions?
	
	

	PWS
	1.1.f
	· Section C-6, Applicable Publications and Forms?
	
	

	PWS
	1.1.g
	· Technical Exhibits?
	
	

	PWS
	1.2

1.2.a
	Are the following types of technical exhibits present: 

· Performance Requirements Summary (PRS)?
	
	

	PWS
	1.2.b
	· Historical workload and estimates of workload 

      over period of performance?
	
	

	PWS
	1.2.c
	· Are all totals indicated in these exhibits calculated accurately?
	
	

	PWS
	1.2.d
	· Maps and work area layouts?
	
	

	PWS
	1.2.e
	· Contractor-furnished items?
	
	

	PWS
	1.2.f
	· Government-furnished items?
	
	

	PWS
	1.3

1.3.a
	· If a GFP
 technical exhibit is present, does it contain information on: Government-Furnished Facilities (GFF)?
	
	

	PWS
	1.3.b
	· Government-Furnished Equipment (GFE)?
	
	

	PWS
	1.3.c
	· Government Furnished Materials (GFM)?
	
	

	PWS
	1.3.d
	· GFS, such as telecommunication, janitorial, grounds and facility maintenance, etc?
	
	

	PWS
	1.4
	Are the PWS tasks, workload (as specified in the Technical Exhibits), and performance periods consistent with Section B of the solicitation?
	
	

	PWS
	2
	Does Section C-1, General Information, provide a satisfactory overview of the PWS?
	
	

	PWS
	2.1
	Is there summary information on the function to be performed   and at performance locations?
	
	

	PWS
	2.2
	Are the roles of a project or contract manager and any special requirements of personnel (e.g. quality control, safety, environmental, security requirements or specialized training) discussed?  Are full time requirements, on-site requirements, and twenty-four hour per day and seven day per week requirements clear?
	
	

	PWS
	2.3

2.3.a
	Are the following requirements addressed:

· Quality control by the contractor?
	
	

	PWS
	2.3.b
	· Hours of operation, including normal duty hours and a list of Federal holidays?
	
	

	PWS
	2.3.c
	· Requirements to support emergencies and contingencies outside normal duty hours?
	
	


	PWS
	2.3.d
	· Safety, fire prevention, physical security, traffic control, energy conservation, environmental and other appropriate requirements?
	
	

	PWS
	3
	Is Section C-2, Definitions, adequate?
	
	

	PWS
	3.1
	Are all special terms in the PWS (including technical exhibits) defined and readily understandable?
	
	

	PWS
	3.2
	Are all acronyms, abbreviations, and special terms clearly defined?
	
	

	PWS
	3.3
	Are terms used in Section C-5, Specific Tasks, clearly defined in section C-2?
	
	

	PWS
	4
	Is Section C-3, Government Furnished Property and Services, consistent with the contract solicitation provisions?
	
	

	PWS
	4.1
	Are all Government furnished materials or services mentioned elsewhere in the PWS (especially in Section C-5, Specific Tasks) included?
	
	

	PWS
	4.2
	Are maintenance and replacement responsibilities for any GFE adequately described, i.e., existing stock, and new purchases?
	
	

	PWS
	4.3
	Are responsibilities for accountability (initial, periodic, and closing inventory) and stewardship adequately stated for GFM and GFE?
	
	

	PWS
	4.4
	Are possible alterations to be made for Government facilities and integrally related property adequately addressed?
	
	


	PWS
	4.5
	Are conditions and standards adequately stated for contractor return of Government property and facilities when no longer required?
	
	

	PWS
	4.6
	Are conditions and responsibilities adequately stated for leased property provided by the Government?
	
	

	PWS
	4.7
	Does the Government furnish all equipment and facilities or provide sound economic justification for not furnishing?
	
	

	PWS
	5
	Does Section C-4, Contractor-Furnished Items and Services
, provide sufficient guidance?  
	
	

	PWS
	5.1
	Are the categories of items that the contractor will supply (materials, tools, equipment, etc.) adequately described?
	
	

	PWS
	5.2
	Does any of the property duplicate GFP listed in section C-3?  If so, why?
	
	

	PWS
	5.3
	Are standards provided for all materials or supplies that must meet minimum Government standards?
	
	

	PWS
	5.4
	Are any other required performance measures and standards adequately specified?
	
	

	PWS
	5.5
	Are there provisions for the Government to reimburse the performing activity for the replacement of any items that have a high carrying cost or uncertain usage patterns?
	
	

	PWS
	6
	Does the PWS contain all functions and tasks that should be (e.g., based on the announcement to Congress) subject to competition?  If not, why not?
	
	

	PWS
	6.1
	Does Section C-5, Specific Tasks, clearly identify work requirements
?
	
	

	PWS
	6.2
	Do the tasks reasonably correlate to the scope of work?
	
	

	PWS
	6.3
	Is the function and its major tasks and subtasks broken down
 sufficiently so that the scope of work is reasonably clear?
	
	

	PWS
	6.4
	Are specific performance tasks and the desired outcome for each job activity clearly described and correlated to expectations?
	
	

	PWS
	6.5
	Can tasks and materials be measured in terms of type, quantity, and time required?  If "YES," are the tasks or materials sufficiently quantified?
	
	

	PWS
	6.6
	Does available data adequately support the estimates?
	
	

	PWS
	6.7
	Do workload estimates in the technical exhibit(s) support the tasks?
	
	

	PWS
	6.8
	Are the PWS and solicitation documents consistent on number of hours or other times for performing specific tasks?
	
	

	PWS
	6.9
	Are Government sources (e.g., instructions, manuals, and technical orders) appropriately cited for specific tasks or their method of accomplishment?
	
	

	PWS
	6.9a
	· If Government sources are referenced for a specific task, is the cited reference specific (e.g., chapter, page number, section or paragraph number)?
	
	


	PWS
	6.9b
	· Are cited references to Government sources accurate and current?
	
	

	PWS
	6.9c
	· Is information provided on where the directives may be found – tech library?
	
	

	PWS
	7
	Does Section C-6, "Applicable Publications and Forms," reference all applicable directives or forms?
	
	

	PWS
	7.1
	Does Section C-6 clearly specify whether the contractor or the Government will be responsible for obtaining future directive editions, supplements, amendments, or changes?
	
	

	PWS
	8
	Is the Technical Exhibits
 section in agreement with the PWS?  
	
	

	PWS
	8.1
	Are all technical exhibits correctly cross-referenced to the proper sections of the PWS?
	
	

	PWS
	8.2
	Are all technical exhibits stated in the PWS correctly cross-referenced and found in the technical exhibit section?
	
	

	PWS
	8.3
	Does the PRS provide performance measures and standards? Is the information provided in the PRS consistent with that provided in the PWS? 
	
	

	PWS
	8.4
	Are requirements in the technical exhibits sufficiently stated so that costs can be reasonably estimated?
	
	

	PWS
	8.5
	Is there a workload estimate for each required service in the PRS?
	
	


	PWS
	8.6
	If payment percentages are used, are they equal to or less than 100 percent, in the aggregate, for a given item?
	
	

	PWS
	8.7
	Are payment percentages used only for the more significant tasks in the activity?
	
	

	PWS
	9
	Have all conclusions, comments, or recommendations resulting from negative responses to review steps been provided to agency officials?
	
	

	PWS
	10
	Do any conclusions, comments, or recommendations constitute a significant error or omission requiring nonoccurrence, correction, and subsequent review?
	
	

	PWS
	11
	Have all amendments to the solicitation that pertain to the PWS been accounted for and reviewed?
	
	

	PWS
	12
	Has the agency corrected all significant errors in the PWS prior to IRO certification?
	
	

	PWS
	13
	Overall, does the IRO believe that the PWS provides an adequate basis to prepare both the Government and contract offer?
	
	

	PWS
	14
	Does the PWS provide the basis for a fair (level playing field) competition?  Is there anything either stated or omitted by the PWS that would shift the competition in favor of any bidder?
	
	

	PWS
	15
	Verify that the PWS reviewed is the same as that which appears in the contract solicitation.
	
	


MANAGEMENT PLAN

(Most Efficient Organization, Transition Plan and the Technical Performance Plan)

OBJECTIVE

The objective of the review of the Management Plan’s MEO is to verify that it was completed and documented in accordance with OMB, DoD and DLA guidance.  The Independent Reviewer must conclude that the MEO is based on the same workload and performance periods specified in the PWS and contract solicitation.  If the MEO is the same as the “as-is” organization, there is no need to justify changes.  It is the changes to staffing and workload that drive the need to document. 
BACKGROUND

The Management Plan is the Government’s proposal to perform the work requirements of the PWS in the most economical manner.  It identifies essential functions to be performed and establishes performance factors, organizational structure, staffing requirements, and operating procedures for MEO performance. 

A MEO is required for all studies of functions performed by more than 10 Full-Time-Equivalent (FTE) employees unless using the Streamlined Cost Comparison Method.  The MEO should represent the best possible organization to accomplish the workload required in the PWS, with as little resource consumption as possible, while still attaining the required quality level of products or services.  When developing the MEO, the organization must adhere to the PWS.  If the MEO is comprised of Federal employees and contract support to accomplish PWS requirements, the Government IHCE must be based on the same mix.  However, the MEO cannot include contract support for services not already provided through the private sector.  When developing MEO staffing requirements, the Management Plan must document the methodology used (i.e., Defense Operations Research and Resource Analysis (DORRA) standards, technical estimates, prior experience, and work measurement).

The designated MEO Certifying Official must certify the Management Plan before an IR commences
.  The Independent Reviewer will verify that MEO tasks are traceable to the tasks in the PWS.  Problems encountered during the review should be addressed promptly. All issues are directed to the MEO team. The PWS team and the KO are to be “firewalled” from MEO issues. The Independent Reviewer must decide whether the problems are substantial enough to suspend the IR until the problems are corrected.  All substantive problems, which are commonly referred to as “showstoppers,” that impact the outcome of a cost comparison must be corrected before the IRO certifies.

REVIEW DOCUMENTATION

The Reviewer must document the IR of the Management Plan and the scope, methodology, results, conclusions, and resolution of any discrepancies.  The working paper or narrative will be cross-referenced to any supporting working papers, appropriate steps in this handbook, and the overall summary for the IR.  (See Appendices)

Management Plan Checklist

	#
	Review Steps
	Date Verified
	IRO Reference

	MEO
	1
	Has the proper head of the organization or designee certified the MEO?
	
	

	MEO
	2
	Have all of the documents (current operations, MEO, IHCE, TPP, TP) been provided?
	
	

	MEO
	3
	Are MEO work requirements based on the requirements and performance periods specified in Section B, Section C‑5 (Specific Tasks) of the PWS and the workload estimates contained in the technical exhibits?
	
	

	MEO
	4
	Does adequate rationale exist for staffing reductions identified in the Management Plan?  Are reductions based on efficiencies documented in the plan?
	
	

	MEO
	5
	If the current workforce is not performing all the work included in the PWS Does the MEO identify the increased labor requirement?
	
	

	MEO
	6
	Does the RO/CGA perform any functions that are in the PWS?  If so, disallow.  Mixed positions (those with MEO and RO duties) are allowed in the RO as long as the duties are separable and the FTE dedicated are costed against the MEO in the IHCE.
	
	

	MEO
	7
	Have position descriptions been written, classified and certified for each position in the MEO, including contract administration staffing requirements?
	
	

	MEO
	8
	Are grade levels based on established standards or Civilian Personnel Office determinations for positions performing similar tasks?
	
	

	MEO
	9
	Are assumptions regarding appropriate mix of pay grades, best mix of work schedules to accomplish the workload, utilization of full-time, part- time, and intermittent staffing, and use of overtime for unscheduled, seasonal, or peak workloads reasonable?
	
	

	MEO
	10
	Is the MEO internally consistent?  Do sub-totals add up, do staffing levels change to reflect efficiencies mentioned in the text, are there narratives that address changes in staffing, equipment, and supply levels?
	
	

	MEO
	11
	Are sources of information clearly identified in the Management Plan?
	
	

	MEO
	12
	Have all process and other improvements that are mentioned by the MEO, regardless of implementation date, been costed in the IHCE or included in the PWS?
	
	

	MEO
	13

13.a
	If military personnel performed part of the function being studied:

· Does the MEO include a conversion to the civilian workforce or has the activity requested for the military positions to remain as part of the MEO?
	
	

	MEO
	13.b
	· How much military labor was used and is proposed in the MEO?
	
	

	MEO 
	14
	· Verify that the numbers of FTEs slated to perform the requirements of the PWS are based on 1,776 productive hours for full or part-time employees, 2,007 available hours for intermittent employees.  For military positions, a factor of 1818 is used to compute FTE requirements.
	
	

	MEO
	15a
	If part of the function is currently performed under an existing contract:

· Does the MEO include existing contractors? 
	
	

	MEO
	15b
	· Is the existing contractor workload in the PWS?
	
	

	MEO
	15.c
	· Does the MEO envision any changes in MEO performance?
	
	

	MEO
	15.d
	· Was the contract considered for in‑house performance?
	
	

	MEO
	15.e
	· Does the MEO envision any changes in contractor performance?
	
	

	MEO
	16
	Ensure that the MEO does not propose the use of contracts/contractors for workload that is currently performed by Government employees.  However, the use of contracts or IMPAC is appropriate for non-recurring workload (surge, or unexpected or inestimable overtime).
	
	


TECHNICAL PERFORMANCE PLAN

OBJECTIVE

The objective of the TPP is used to meet the performance requirements of the PWS and must be based on the MEO, and responsive to Section L of the RFP.  The TPP is used to evaluate the Government performance compared to the technical performance of the selected Best Value Contractor in a best value source selection.

BACKGROUND

OMB Circular A-76 Supplemental Handbook (Chapter 3, Section H, Paragraph 3.a) requires that Government solicitations require industry to submit a technical proposal and a cost proposal.  The TPP is the Government equivalent in many respects to the industry technical proposal.

Technical Performance Plan Checklist

	#
	Review Steps
	Date Verified
	IRO Reference

	TPP
	1
	If a TPP is required
, was one prepared?
	
	

	TPP
	2
	Is the TPP consistent with the PWS, Solicitation Package, MEO, and the IHCE?
	
	

	TPP
	3
	Does the TPP contain procedures that explain how the MEO will perform to the standards indicated in the PWS using the resources costed in the IHCE?  Do these procedures seem viable and reasonable, and are they consistent with PWS requirements and the MEO’s staffing, structure, proposed methods of operation?
	
	

	TPP
	4
	Does the TPP include a plan for surge, Sustainment, and mobilization?
	
	

	TPP
	5
	If required, does the TPP include environmental issues and measures for solution?
	
	


TRANSITION PLAN

OBJECTIVE

The TP defines the plan to convert to or from the current organizational structure to MEO, contract or ISSA performance.

BACKGROUND

During the transition period, the Government will be responsible for performance of the PWS requirements and maintaining the Acceptable Performance Levels (APLs).  The period available for the performance of transition requirements will start at the date the winning offeror is notified to proceed IAW FAR 52.207-2(c) and will not exceed 120 days.  The TP of the successful offeror will be incorporated into, and become part of, any contract awarded.

Transition Plan Checklist

	#
	Review Steps
	Date Verified
	IRO Reference

	TP
	1
	Does the Management Plan include a TP
 from the current organizational structure to the MEO or contract or ISSA performance?
	
	

	TP
	2
	Is the TP consistent with the Management Plan?  Does the TP provide schedules and responsibilities for implementing the improvements made by the MEO?  Is the TP internally consistent?
	
	

	TP
	3
	If the TP stipulates phasing in employees at different periods of time, do the manpower costs in the IHCE include the same phasing?
	
	

	TP
	4
	Are all costs associated with the TP included in the IHCE?
	
	

	TP
	5
	Does the TP cover all areas of transition indicated in the Management Plan and can it be rolled out within the time frame of the transition period?
	
	

	TP
	6
	Does the current organization provide the MEO/contractor with adequate supplies to complete the transition?  If not, does the current organization clearly state that the MEO/contractor is responsible for providing their supplies for transition?
	
	

	TP
	7
	Does the TP include a Plan of Action and Milestones schedule?
	
	


QUALITY ASSURANCE SURVEILLANCE PLAN

OBJECTIVE

The objective of the QASP is to assure that the performance of the service provider is adequately measured, monitored, and evaluated providers.

BACKGROUND

The QASP defines how the Government evaluates the execution of the PWS, regardless of whether the winning offeror is a contractor or the Government MEO.  Along with the frequency of evaluations and the surveillance of requirements, the QASP will define the required reports and the resources to be employed with estimated work hours.  The QASP should provide an objective measurement of services provided as outlined in the PWS.  Although the QASP accompanies the PWS to the IRO, it does not need to be included as part of the solicitation or provided to private sector offerors.  In-house, contract and ISSA offerors should develop their offers based upon the requirements of the PWS alone.  The QASP process is supplemented with periodic Post-MEO Performance Reviews.  

REVIEW DOCUMENTATION

The Independent Reviewer will document, in the Compliance Matrix Database, the review of the QASP that identifies the scope, methodology, results, conclusions and resolution of any discrepancies.  In addition, the database must be cross-referenced to any supporting working papers, appropriate steps in this handbook, and an overall summary of the review of this cost comparison study.

Quality Assurance Surveillance Plan Checklist

	#
	Review Steps
	Date Verified
	IRO Reference

	QASP
	1
	Was the QASP reviewed and approved by the head of the organization or designee? 
	
	

	QASP
	2
	Does the QASP include a sampling guide, decision tables, and checklists?
	
	

	QASP
	3

3.a
	Does the QASP establish:

· Performance measures based on performance standards in the PWS? All PWS functional areas for which performance standards were developed should be addressed.
	
	

	QASP
	3.b
	· Methods of surveillance, including management information systems, random sampling, checklists, and formal customer satisfaction surveys?
	
	

	QASP
	3.c
	· Level of surveillance?
	
	

	QASP
	3.d
	· Acceptable quality levels?
	
	

	QASP
	3.e
	· Inspection procedures that identify what will be checked?
	
	

	QASP
	4

4.a
	Does the QASP stipulate:

· Methods of inspection and sampling procedures?
	
	

	QASP
	4.b
	· Needed Government resources?
	
	

	QASP
	4.c
	· Type and period of reports required?
	
	

	QASP
	5
	Are there provisions to provide periodic updates to the KO and contract administrator?
	
	

	QASP
	6
	Does the plan adequately define the roles of the key participants? 
	
	


	QASP
	7
	Does the QASP establish frequency of sampling/inspection?
	
	


IN-HOUSE COST ESTIMATE

OBJECTIVE

The objective of the IHCE is to develop an accurate and fully documented cost comparison that will compete with an offeror.  All IHCEs, prepared for an A-76 cost comparison, shall be developed using win.COMPARE2.  Before beginning an analysis of the IHCE, the Independent Reviewer must be familiar with all applicable OMB, DoD and DLA guidance as well as the DoD A-76 Costing Manual.

BACKGROUND

In order to perform an accurate and thorough review of the cost comparison, the following is required:

· A comprehensive and precise PWS,

· A certified Management Study.

· Identification of all significant Government costs that occur between either in‑house or contract performance, and

· Comprehensive audit trails and supporting documentation. 

The Government cost estimates will be developed for all performance periods identified in the PWS, and the rationale and methodology used to develop the cost estimates should be adequately explained.  Common costs (costs that would exist regardless of in-house or contractor performance) are not included, but must be documented by type of cost.  A satisfactory, well-maintained audit trail must exist to link costs to supporting documentation.  The Independent Reviewer should be aware that if the DoD A-76 Costing help desk has been accessed for clarification of costing policy by either the Independent Reviewer or CA Team, the referred cost questions and responses are to be included as part of the IHCE back up documentation.

	#
	Review Steps
	Date Verified
	IRO Reference

	IHCE 
	G
	General Review Steps
	
	

	IHCE
	G1
	Has the head of the organization or designee certified that the IHCE is based on the MEO?
	
	

	IHCE
	G2
	Was win.COMPARE2 software used to develop the IHCE?
	
	

	IHCE
	G2.1
	Verify the use of current tables, that table locations are consistent with MEO locations, and the accuracy of the following tables: 

· Tables 2 (GS Annual Salaries) 

· Table 3 (FWS Hourly Wages) 

· Table 4 (NAF/Local National Hourly Wages/Annual Salaries) 

· Table 5 (Military Composite Accelerated Rates)

· Table 8 ( Cost Factor Rates)


	
	

	IHCE
	G3
	· Are government and contract/ISSA prices calculated using the same multiyear basis? 

· Does the solicitation call for five performance periods, normally a base and four options (excluding the phase-in period if included in the bid schedule)? If not, approval from the components 9a official is required.
	
	

	IHCE
	G4
	In the event a period of performance stipulated is less than a full year, have all cost elements been prorated over the number of months in the performance period (one-time costs do not apply)?
	
	

	IHCE
	G5
	Does the IHCE use any factors other than the standard, OMB-developed factors?  If so, the component is required to obtain OMB approval.
	
	


In-House Cost Estimate Checklist

Line 1: Personnel Costs.  

Total personnel costs include all direct and supervisory labor costs for accomplishing the workload requirements specified in the PWS.  These costs include salaries, wages, fringe benefits, and other entitlements such as uniform allowances and overtime.  If a MEO contains a mix of in-house labor and contract support, personnel costs will include the cost of labor for administration and inspection of the contracts.  Also included are other local personnel costs expended in operation of the activity being cost compared or where responsibilities change if performance is converted to or from in-house from or to contract/ISSA performance.  They include supervisors above the first line of supervision who are essential to the performance of the activity being competed.  The IRO ensures the accurate computation and justification of these costs. 

FTEs should be determined by dividing the estimated total hours by 1,776 annual available hours.  For intermittent positions, divide the estimated total hours by 2,007 annual available hours.  The available hours for intermittent positions exclude annual leave, sick leave, administrative leave, training, and other nonproductive hours.   If military positions are identified, divide the estimated total hours by 1818 annual available hours.  For positions to be used on a prearranged, regularly scheduled tour of duty, the Wage Grade (WG) hourly rate is multiplied by 2,087 hours to obtain the annual pay. 

Basic pay plus fringe benefits, or Federal Insurance Contribution Act (FICA) plus other pay for General Schedule (GS) and WG positions yield preliminary personnel costs. Wages and salaries for civilian personnel will be based on the position structure in the MEO and will use current pay rates based on the Government-wide representative rate of step 5 for GS and step 4 for WG employees.  Adjustments must be made to preliminary personnel costs for each period of performance using inflation guidelines.   The OMB Circular No. A‑76 and the Revised Supplemental Handbook provide standard factors for fringe benefits.  These factors are periodically updated and must be applied to labor costs of employees under the Civil Service Retirement System (CSRS).  Factors as of OMB Transmittal Memorandum No. 19 are:

	Fringe Benefits
	Cost Factors


	Retirement and Disability
	24%

	Health and Life Insurance
	5.7%

	Medicare
	1.45%

	Miscellaneous Fringe Benefits
	1.7%

	Total Fringe Benefits
	32.85%


It is the responsibility of the Independent Reviewer to ensure that the IHCE uses the most recent cost factors for fringe benefits.  For civilian employees (normally intermittent employees) not under the CSRS, the social security (FICA) cost factor applied to salary or wages is 7.65 percent.  The FICA rate must be applied only to wages and salaries subject to the tax.  Information regarding FICA tax rates and annual salary limitations should be obtained from the appropriate personnel office. 

Other Pay.  The Miscellaneous Fringe Benefits Factor above does not include Other Pay.  Entitlements do not earn fringe benefits and therefore are included as other pay.  Some other pay examples include night differential pay for GS employees, overtime, holiday, bonuses, cash awards and uniform allowances. 

Economic Price Adjustment (EPA). If a position is subject to an EPA, the personnel costs are inflated through the first performance period only.  This ensures that the MEO does not inflate costs for skills that a contractor has been instructed not to escalate.  For information on what positions are subject to an EPA, see information regarding the Service Contract Act and Davis-Bacon Act.

Service Contract Act (SCA).  The SCA is applicable for all service contracts with a dollar value of over $2,500.  The Department of Labor's Wage Determination Rate Schedule identifies all contractor positions covered by the SCA (41 U.S.C. 351).  Positions covered by the SCA must be identified and included in the solicitation package.  Personnel costs for positions covered by the SCA are subject to an EPA and not inflated for the second and future performance periods.

Davis‑Bacon Act (DBA).  Contract requirements (subject to the SCA) requiring construction, alteration, renovation, painting, and repair work performed in response to a service call or work order in excess of $2,000 shall be subject to the DBA (40 U.S.C. 276a).  Maintenance work and other installation services (custodial, snow removal, etc.) shall be subject to the SCA.  Under no circumstances will a study attempt to evade the coverage of the DBA by breaking tasks in excess of $2,000 into smaller tasks to accomplish requirements in the contract for repair, construction, alteration, renovation, or painting.  Personnel costs for positions covered by the DBA are subject to an EPA and not inflated for the second and future performance periods.

	#
	Review Steps
	Date Verified
	IRO Reference

	IHCE
	1
	Personnel Costs
	
	

	IHCE
	1.1
	If the personnel cost worksheet – as recommended in the DoD Costing Manual -- is included, is it accurate and complete?
	
	

	IHCE
	1.2
	Is the staffing reflected in Line 1 consistent with the staffing in the MEO/TPP?
	
	

	IHCE
	1.3
	Are there additional personnel costs reflected for positions responsible for direct support to the MEO, but not 100% attributable to the activity under study?
	
	

	IHCE
	1.4
	Verify that positions, which are not 100% dedicated to the activity, are prorated accordingly.
	
	

	IHCE
	1.5
	Do personnel costs include all salaries, wages, fringe benefits, and other entitlements, such as overtime for the staffing levels in the MEO?
	
	

	IHCE
	1.6
	Volunteer, inmate, or borrowed military manpower positions are prohibited in a cost comparison.  Ensure that these labor categories are not present in the IHCE.  
	
	

	IHCE
	1.7
	Are the GS and WG salary tables for the correct geographical location and are they current?
	
	

	IHCE
	1.8
	Are wages for each required grade level based on step 5 for GS employees and step 4 for WG employees? 
	
	

	IHCE
	1.9
	Is night differential, environmental differential, overtime, holiday, hazardous duty and other premium pay included in applicable personnel cost computations where applicable?
	
	

	IHCE
	1.10
	Is the FICA fringe benefit rate applied only to salaries within the current annual salary limitation for FICA tax? 
	
	

	IHCE
	1.11
	Have all personnel costs been correctly inflated through the first period of performance?
	
	

	IHCE
	1.12
	For positions NOT subject to the Service Contract Act or Davis Bacon Act SCA/DBA, have they been inflated appropriately?
	
	

	IHCE
	1.14
	Ensure that the “effective” dates for data contained in Table 3 and Table 8 match.
	
	

	IHCE
	1.15
	Additional fringe benefits (e.g., allowances for off‑site pay, location allowances, incentive pay, hazardous duty pay, cost of living and night differentials) are to be based on historical costs or authorized rates for these benefits in the local area. Are the appropriate rates applied to personnel costs of all eligible employees?  If Other Pay is included in the IHCE, please ensure that the 1.45% Medicare factor was not calculated twice.
	
	

	IHCE
	1.16
	If MEO subcontract labor costs, (Administration ONLY), are included in Line 1, ensure that the MEO subcontract covers workload performed by an existing contract in the current organization.  In other words, new subcontracts are not permissible in the MEO if they displace current employees..
	
	

	IHCE
	1.17
	Are the staffing requirements in the MEO the basis for the personnel costs in the IHCE
?  
	
	


Line 2: Material and Supply Costs.  

OMB Circular No. A-76 Revised Supplemental Handbook, Part II, Chapter 2, Paragraph C requires that these costs include raw materials, parts, subassemblies, components, and office supplies used by the Government to perform the function and that will not be provided to the contractor.  The material and supplies may be obtained from commercial vendors or from other Government organizations.  When materials are acquired from the central supply system or other Government activities, certain surcharges must be added to material prices to account for the indirect costs of acquisition, management, and storage.

The Defense Acquisition Regulation, Paragraph 13‑201, states that contractors will furnish all material required for the performance of Government contracts.  However, the Government may furnish material to the contractor when it is determined to be in the best interest of the Government by reason of economy, standardization, the expediting of production or other appropriate circumstances. The PWS must clearly identify who is responsible for providing materials, supplies, and equipment.  The PWS should contain sufficient information to develop costs estimates for the Government, contractor, and ISSA performance. GFM and GFE should be excluded from the cost comparison since the costs are common.  

	#
	Review Steps
	Date Verified
	IRO Reference

	IHCE
	2
	Material and Supply Costs
	
	

	IHCE
	2.1
	Does the solicitation include any language that describes how materials are handled?  Potential approaches include the following:
	
	

	IHCE
	2.1.1
	No mention in the solicitation.  In this case, materials would be the total responsibility of each bidder (MEO included). In this case, material costs are included in Line 2 and purchasing labor included in Line 1.  Material costs are evaluated as outlined in steps 2.2 through 2.14 below.
	
	


	IHCE
	2.1.2
	Plug number included in Section B with instructions that material costs are not included as part of the evaluated price.  In this case, Line 2 should only include materials not covered by this Contract Line Item Number (CLIN) and the appropriate labor to cover the purchasing of these materials.
	
	

	IHCE
	2.1.3
	Plug number included in Section B with instructions that material costs are included in the evaluation.  In this case                               costs are included at the rate identified in each performance period but not inflated unless specific instructions to inflate these costs are included in the solicitation.
	
	

	IHCE
	2.2
	Is the material listed in the supporting documentation for the cost estimate the same as that listed in the PWS?
	
	

	IHCE
	2.3
	Is GFM included in material and supply cost?  These are wash costs and should not be included.
	
	

	IHCE
	2.4
	What is the basis used to estimate material quantities (e.g., historical data, statistical sample, or engineering estimates)?  Are the estimates reasonable?
	
	

	IHCE
	2.5
	If supporting documentation includes material and services for several organizational units or functions, was the allocation to the function under study reasonable?
	
	

	IHCE
	2.6
	Is inflation calculated correctly. If costs are based on historical costs, prior to the base year, were they correctly input with the correct A/O “as of” date??
	
	

	IHCE
	2.8
	If no out-year inflation is included, does the PWS call for economic adjustments of material costs in out-years?
	
	

	IHCE
	2.9
	Are allowances for scrap, spoilage, overruns, and defective work included in material costs reasonable?  Do costs also include the material and its transport and handling?
	
	

	IHCE
	2.10
	Are costs based on historical data? If not, is the data realistic in relation to historical costs and projected workload?  Can cost growth or changes in workload explain any differences? 
	
	

	IHCE
	2.11
	Are appropriate cost adjustments included for any changes in workload from the historical period to the period covered by the PWS? 
	
	

	IHCE
	2.12
	Are material costs in agreement with historical measures of usage (receipts, issues, sales, purchases)?  If not, are they reasonable?
	
	

	IHCE
	2.14
	Has the furnishing agency established and certified that all costs of acquiring, managing, storing and transporting its material are included in its pricing structure, including overhead?  If so, no material mark-up is required.  If this was not established and certified, escalation factors should be applied IAW the Revised Supplemental Handbook.
	
	


Line 3: Other Specifically Attributable Costs.  

OMB Circular No. A-76 Revised Supplemental Handbook, Part II, Chapter 2, Paragraph D states that these costs will include all costs, except personnel and material costs that are 100 percent attributable to the function/business unit under study.  Common costs that would be the same, whether the function is performed in-house or by contractor/ISSA, should be excluded from the cost estimate.  For each Line 3 category below, costs are only included for items associated with MEO performance AND not provided to (or not expected to continue under performance by) the Contractor/ISSA
.  Each cost category should be fully documented, supported (e.g., with historical data or actual accounting records, receipts, or contracts) and verified to ensure that it is representative of actual requirements. 

a) Depreciation.  OMB Circular No. A-76 Revised Supplemental Handbook prescribes the straight-line basis for allocating depreciation costs.  Costs to be depreciated are calculated by adding acquisition costs to any rehabilitation, modification, and/or repairs that extend the useful life of the asset, less any residual value, and then divided by the estimated useful life of the asset. 

· Capital Assets and Minor Items. Capital assets are those used in the operation that have an estimated useful life of more than 1 year and acquisition costs of at least $5,000 per item.  Assets costing less than $5,000 are classified as minor items and will not be depreciated but will be added to other costs within this Line.
· Useful Life. This is the estimated period of economic usefulness of an asset.  Appendix C of the OMB Circular No. A-76 Revised Supplemental Handbook provides a useful life table for various classes of equipment.  If the projected useful life is less than the last year of the performance period, it can be extended through the last performance period or longer, based upon actual or planned retirement or replacement practice. 

· Residual Value.  DOD Components shall assume for the purpose of all depreciation computations that residual value is equal to the acquisition cost multiplied by the disposal value factor listed in Appendix 3 of OMB Circular No. A-76 Revised Supplemental Handbook. 

· Capital Improvements. These are the costs of major overhauls and modifications that add value or prolong the life of a capital asset.  The costs should be treated as capital expenditures and depreciated. 

b) Cost of Capital.  This cost is a charge on the Government’s investment in capital assets necessary to provide the product or service if the asset is:

· Not provided for contractor/ISSA use,

· Purchased less than 2 years prior to the cost comparison date, or

· Scheduled for purchase within the performance period.

c) Rent.  This cost is incurred for the use of non-Government assets, including equipment, buildings, and land. If the actual rental charge cannot be determined, the GSA Standard Level User Charge should be used.

d) Maintenance and Repair.  These costs are incurred to keep buildings and equipment in normal operating condition and do not include capital improvements that add value. 

e) Utilities.  This cost includes charges for fuel, electricity, water, sewage services and telecommunications services (administrative telephone service, video teleconferencing, and data communication service). 

f) Insurance.  Risks associated with potential costs from property losses and liability claims are covered by insurance included in any commercial cost estimate.  The casualty premium is computed using the standard factor of .005 times the net book value of equipment and facilities, plus the average monthly value of material and supplies, and in accordance with OMB Circular No. A-76 Revised Supplemental Handbook, Part II, Chapter 2, Paragraph D7(c).

g) Travel.  Travel costs include training, conferences and per diem.

h) MEO Subcontracts.  This includes work currently performed by contract that is included in the solicitation, and will be part of the MEO if the MEO wins, but not provided to a contractor.

i) Other Costs.  This is a general category for specifically attributable costs that do not properly fit into one of the other Line 3 cost elements, but would change in the event of contract/ISSA performance.  It includes the cost of minor items, MEO training, and additional insurance if required by the solicitation.  OMB Circular No. A-76 Revised Supplemental Handbook, Part II, Chapter 2, Paragraph D10 [a], gives examples of other costs as transportation costs, royalties, and purchased service packaging and crating, if not already included as part of the material and supplies cost on Line 2.

	#
	Review Steps
	Date Verified
	IRO Reference

	IHCE
	3
	Other Specifically Attributable Costs
	
	

	IHCE
	3.1
	Depreciation
	
	

	IHCE
	3.1.a
	Do property books, inventories, or other accounting records identify all assets assigned to the function under study? 
	
	

	IHCE
	3.1.b
	Does the inventory of depreciable assets only include capital assets that will not be provided to the contractor? Conversely, ensure that assets, marked as GFP and replaced, are listed as such in the solicitation.  The inventory should also include capital assets that are government-furnished but where replacements are the responsibility of the service provider. 
	
	

	IHCE
	3.1.c
	Will the types and numbers of assets indicated in the PWS and MEO change from those currently used?  Does the Management Plan explain how the MEO will use the assets assigned?
	
	

	IHCE
	3.1.d
	Are estimated depreciation costs based on a reasonably complete inventory of depreciable assets? 
	
	

	IHCE
	3.1.e
	Do acquisition costs for depreciated assets reflect actual costs documented on property books
 or other accounting records?  
	
	

	IHCE
	3.1.f
	Are groups of assets used in depreciation calculations reasonable? Do assets within a group have comparable useful lives?  If there are large variations, should the use of a weighted‑average useful life for the group or establishing more homogeneous groupings be recommended?
	
	

	IHCE
	3.1.g
	Does the cost estimate use the useful life values contained in Appendix 8 of the DoD Costing Manual?  If not, estimates for useful life should be reasonable and their use fully justified.  Extensions of the useful life through the last solicitation performance period need to be fully justified.  Additionally, the Management Plan should indicate how work would be accomplished for assets whose life is not extended.
	
	

	IHCE
	3.1.h
	Is reasonable documentation included that supports asset characteristics such as purchase date, MEO share percentage, if less than 100%, Federal Stock Code (FSC), and using other than Standard Factors (Table 13)?
	
	

	IHCE
	3.1.i
	Are capital improvements depreciated over the extended or remaining useful life, whichever is less, of the asset or improvement?  For facilities, the acquisition cost plus capital improvements less residual value will be depreciated over the useful life of the facility.  The useful life of facilities is presented in Chapter 2, Paragraph D2 (f) of OMB Circular No. A-76 Revised Supplemental Handbook.  This only applies if the facilities are not provided.
	
	

	IHCE
	3.2
	Cost of Capital
	
	

	IHCE
	3.2.a
	Is the cost of capital only applied to assets that will not be supplied to the contractor?
	
	

	IHCE
	3.2.b
	Does the total cost of each asset include the value of the asset plus transportation costs not already included in the purchase price plus any installation costs to place the asset in operation?
	
	

	IHCE
	3.2.c
	Verify that costs of capital figures are not inflated.
	
	

	IHCE
	3.2.d
	Is the total number of years used to select the appropriate cost of capital rate rounded accordingly?
	
	

	IHCE
	3.2.e
	If capital assets require cost of capital, have installation, transportation and other costs been included and reasonably determined?
	
	

	IHCE
	3.3
	Rent
	
	

	IHCE
	3.3.a
	Verify that costs are only included for rentals and leases that are not government-furnished.
	
	

	IHCE
	3.3.b
	Are actual rental charges used for the computation of rental costs shown on the win.COMPARE2 summary worksheet?  If not, are rental costs based on a Standard Level User Charge? 
	
	

	IHCE
	3.3.c
	Does the Management Plan reasonably explain how the rental costs support the MEO?
	
	

	IHCE
	3.3.d
	Are rental and lease costs justified and reasonable?
	
	

	IHCE
	3.4
	Maintenance and Repair
	
	

	IHCE
	3.4.a
	Verify that maintenance and repair costs have been included only if at least one of the following is true: 1) The costs are for MEO assets that are not government-furnished; 2) The costs are for MEO assets that are government-furnished and maintenance and repair is the responsibility of the Service Provider.
	
	

	IHCE
	3.4.b
	Have maintenance and repair costs for assets covered by rental fees been excluded?
	
	

	IHCE
	3.4.c
	Have capital expenditures for major improvements that add value been scheduled?  If so, verify that these costs are included under depreciation and not under maintenance and repair.
	
	

	IHCE
	3.4.d
	If an asset includes maintenance costs, is the quantity listed in the maintenance record for one asset?
	
	

	IHCE
	3.4.e
	Is there documentation that reasonably explains why the maintenance cost EPA is marked either “yes” or “no”?
	
	

	IHCE
	3.5
	Utilities
	
	

	IHCE
	3.5.a
	Does the solicitation include any instructions on providing utilities, electricity, water , gas and telecommunications as government-furnished?  If not, is there documentation that reasonably explains how the costs for these utilities were derived?
	
	

	IHCE
	3.5.b
	Is a metered or allocated basis used to determine the amount of utility costs applicable to the activity undergoing cost comparison?  Is the determination reasonable?
	
	


	IHCE
	3.5.c
	Is justification included for why utility costs are or are not inflated?  Is the justification reasonable?
	
	

	IHCE
	3.6
	Insurance
	
	

	IHCE
	3.6.a
	Insurance costs are automatically computed by win.COMPARE2.
	
	

	IHCE
	3.7
	Travel
	
	

	IHCE
	3.7.a
	Are costs identified in this category based on budgeted amounts or historical travel costs? Are these costs reasonable?
	
	

	IHCE
	3.7.b
	Does the Management Plan reasonably explain why travel costs are required to support the MEO’s approach?
	
	

	IHCE
	3.7.c
	Verify that travel costs are well documented and justified.
	
	

	IHCE
	3.8
	MEO Subcontracts
	
	

	IHCE
	3.8.a
	Does the MEO propose the use of contracts/subcontracts to meet PWS requirements? 
	
	

	IHCE
	3.8.b
	Are support contract costs, including those for labor, materials, and any Government material, equipment, services and facilities used included in Line 3? 
	
	

	IHCE
	3.8.c
	Are IMPAC purchases also included on Line 3?
	
	

	IHCE
	3.8.d
	Does the Management Plan reasonably explain why and how the MEO subcontract costs support the MEO approach?
	
	

	IHCE
	3.8.e
	Ensure that documentation exists to support MEO subcontract costs and how the Contract Manpower Equivalents and Industry Code were determined.
	
	

	IHCE
	3.8.f
	If subcontracts do not last through the final performance period, does the Management Plan provide an explanation and detail on how the work will continue to be accomplished?
	
	

	IHCE
	3.9
	Other Costs
	
	

	IHCE
	3.9.a
	Are any other costs justified and reasonable?
	
	

	IHCE
	3.9.b
	Are minor items that are not immediately consumed included? Are the quantities and types of minor items costed consistent with MEO requirements?  If minor items are government-furnished but maintenance and replacement are not, ensure that adequate costs are included in the cost estimate.  Any extensions of useful life should be fully justified.  Adequate costs are based on 10% of replacement cost (automatically computed by win Compare2.
	
	

	IHCE
	3.9.c
	win.COMPARE2 automatically computes casualty and liability insurance and includes the total on Line 3 for each performance period.  If an additional level of coverage is required by the solicitation (e.g., for high-risk activities such as environmental, air traffic control, ammunition handling, nuclear fuel handling, child care) ensure that premium costs are included to provide insurance up to the level specified.  These costs should be inflated each performance period and fully justified.
	
	


Line 4: Overhead Costs.  

OMB Circular No. A-76 Revised Supplemental Handbook, Part II, Chapter 2, Paragraph E, states that this cost element will include two major categories of costs: operations overhead and general and administrative overhead.  Operations overhead is defined as costs that are not 100 percent attributable to the activity under study, but are generally associated with the recurring management or support of the activity.  General and administrative overhead includes salaries, equipment, facilities other activities related to headquarters management, and common services performed outside the organization, but in support of the organization.  These costs are affected by the conversion of work between in-house and contract/ISSA.  Non-common indirect costs and other local personnel costs necessary for performance of the commercial activity are not a part of the 12% overhead factor and should be included in Line 1 per IHCE 1.2 and 1.18.

	#
	Review Steps
	Date Verified
	IRO Reference

	IHCE
	4
	Overhead Costs
	
	

	IHCE
	4.1
	Overhead costs are automatically computed by win.COMPARE2.
	
	


Line 5: Additional Costs.  

OMB Circular No. A-76 Revised Supplemental Handbook, Part II, Chapter 2, Paragraph F states this category will be only used in special and infrequent circumstances when a cost cannot be classified appropriately on Lines 1 through 4 of the CCF.  Only costs that would not continue in the event of contractor performance should be entered on this Line.  Any additional costs that would be incurred by either in‑house or contract performance should not be computed.  Costs entered on this Line must be supported by an explanation, justification for inclusion, and method of computation.  Examples include office and plant rearrangements, transportation, employee recruitment, training, and relocation expenses.  

Depending on the structure of the solicitation, phase-in period costs may also be entered on Line 5.  These include costs associated with converting from the current organization to the selected service provider, e.g., during ramp-up and ramp-down.

	#
	Review Steps
	Date Verified
	IRO Reference

	IHCE
	5
	Additional Costs
	
	

	IHCE
	5.1
	Are additional costs consistent with the PWS and Management Plan?
	
	

	IHCE
	5.2
	Are the additional costs justified and the methodology and computations adequately documented?
	
	

	IHCE
	5.3
	Are the costs correct for the first period of performance and properly adjusted for inflation for each out year period of performance? 
	
	

	IHCE
	5.4


	Are all computations mathematically correct?  Ensure that the amounts computed for additional costs were correctly entered on CCF.
	
	

	IHCE
	5.5
	Are all new investments by the Government in facilities and equipment included in the capitalized cost of in-house performance and not as one-time costs?
	
	

	IHCE
	5.6
	Is a separate phase-in period included as part of the cost comparison and designated in the solicitation?
	
	

	IHCE
	5.6.a
	If yes, is the IHCE's first performance period designated as the phase-in period and Lines 1 through 5 used to document related costs? Validate that related personnel costs are entered on Line 1.
	
	

	IHCE
	5.6.b
	If no, are phase-in costs included in Line 5?
	
	


	IHCE
	5.6.c
	Validate that no phase-in period costs have been added to the price of Contractor/ISSA offers regardless of whether a separate phase-in period has been specified in the solicitation.
	
	


Line 6: Total In-House Costs:  

Line 6 is the total cost of in-house performance and is computed by adding Lines 1 through 5 for each performance period.  No action is required of the Independent Reviewer for IHCEs developed using win.COMPARE2 software, as it calculates Line 6 automatically.

	#
	Review Steps
	Date Verified
	IRO Reference

	IHCE
	6
	Total In-House Costs
	
	

	IHCE
	6.1
	Totals are automatically computed by win.COMPARE2.
	
	


Line 7: Contract/ISSA Price.  

This cost element will be entered at bid opening by the contracting office and should be blank at the time of the IR.

Line 8: Contract Administration Costs.  

OMB Circular No. A-76 Revised Supplemental Handbook, Part II, Chapter 3, Paragraph C states that these costs are incurred in administering a contract and include the costs of reviewing compliance with terms of the contract, processing payments, negotiating change orders, and monitoring close-out of contract operations.  Contract administration costs are limited to the dollar equivalents of the FTEs allowed per Table 3-1 on page 26 of OMB Circular No. A-76 Revised Supplemental Handbook.  Such costs are over and above the administrative costs incurred when the work is performed by government employees and represent the oversight and management costs incurred by the Government to ensure that a contract/ISSA is faithfully executed.

This element of cost does not include inspection and other administrative requirements that would be common to contract and Government performance to ensure acceptable performance.  

According to the DoD A-76 Costing Manual, the allowed FTEs and grade distribution are programmatically calculated by win.COMPARE2.  Although contract administration is priced as a personnel cost, it is a representative dollar amount to cover all costs associated with contract administration, including non-labor costs.  win.COMPARE2 computes both fringe benefit and insurance costs for contract administration positions automatically.    

	#
	Review Steps
	Date Verified
	IRO Reference

	IHCE
	8
	Contract Administration Costs
	
	

	IHCE
	8.1
	Ensure that contract administration costs do not include the cost for MEO Sub-Contract administration.  This cost is captured in Line 1.
	
	

	IHCE
	8.2
	 Does the PWS require a quality control program or other program placing the burden for QC on the service provider? If so, are the authorizations necessary to staff this included in Line 1 (and not in Line 8)?  Verify that no QAE or other costs related to the solicitation's QASP are included on Line 8.
	
	


Line 9: Additional Costs (Contract or ISSA Performance).  

OMB Circular No. A-76 Revised Supplemental Handbook, Part II, Chapter 3, Paragraph D, states this cost element includes any additional costs to the Government, such as transportation or purchased services, resulting from unusual or special circumstances that may be encountered in particular cost comparisons.  The supporting documentation for the additional costs should describe the nature of the cost and why the cost will not be incurred when the function is performed in-house.  The costs entered on Line 9 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.  Detailed justification must be included in win.COMPARE2 Line rationale.

The standby costs of equipment and facilities that are kept solely to maintain performance capability in case of contractor/ISSA failure are not charged to the contractor/ISSA cost.  The following are steps for determining and evaluating additional costs for contract or ISSA performance.

	#
	Review Steps
	Date Verified
	IRO Reference

	IHCE
	9
	Additional Costs (Contract or ISSA Performance)
	
	

	IHCE
	9.1
	Do PWS and Management Study provide a basis for any additional costs? 
	
	

	IHCE
	9.2
	If additional costs are appropriate, are the cost methodology and computations adequately documented and justified?  Is it documented in Line Rationale? 
	
	

	IHCE
	9.3
	Are the costs correct for the first period of performance and properly adjusted for inflation for each out-year period of performance? 
	
	

	IHCE
	9.4
	Have detailed justification for all costs been included in win.COMPARE2 Line rationale or some other document (e.g. Introduction to the IHCE)?
	
	


Line 10: One‑Time Conversion Costs. 

OMB Circular No. A-76 Revised Supplemental Handbook, Part II, Chapter 3, Paragraph E, states that this Line will include all one-time costs resulting from conversion between in-house and Contractor/ISSA.  There are three types of one-time conversion costs: material related, labor related, and other costs.  Supporting documentation should clearly state the type of cost anticipated, justification for inclusion or exclusion, and methods of computation.

· Labor Related Costs.  DoD Components shall only include Labor-related costs in the form of severance pay at a rate of 4% of the annual basic pay of all Government civilian position s included in the MEO (Line 1) in the first full period of performance.  According to the DoD A-76 Costing Manual, DoD Components do not have the latitude of changing this factor.

· Material Related Costs.  A conversion may result in certain items of Government material or equipment, 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 contractor.  As a result of conversion to contract or ISSA, material related costs may exist.  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 materials that are not associated with the organization under study to another location in order to facilitate conversion.  Joint inventories are common costs (a “wash”) required regardless of service provider and are not permitted. 

· Other Costs.  A conversion to Contract /ISSA may require an agency to take certain actions that would not be necessary if the activity were continued in-house.   In determining whether to include Other Costs, it is important to remember that the MEO, like the PA, is a newly established organization where the positions have yet to be filled with employees.  It cannot be assumed that tasks in the MEO will be staffed with the same personnel responsible for those tasks in the current organization, and therefore, that current organization knowledge and capabilities will transfer to the MEO.  By this logic, it cannot be assumed that solicitation requirements (and their related costs) such as security clearances and training will only apply in the event of a contractor win.

Supporting documentation must clearly state the type of costs anticipated, justification for inclusion or exclusion, methods of computation, and efforts taken to eliminate or mitigate these costs before including them on Line 10.  These costs shall be justified and approved at a level higher than the location where the cost comparison is being performed.

	#
	Review Steps
	Date Verified
	IRO Reference

	IHCE
	10
	One-Time Conversion Costs
	
	

	IHCE
	10.1
	Confirm that estimated severance pay is calculated at 4% of the annual basic pay for performance period 1 only (unless this period is designated in the solicitation as the phase-in-period) entered on Line 1, without fringe benefits.
	
	

	IHCE
	10.2
	Determine whether all expendable materials that have become excess or available for transfer in‑house or to the contractor are included in the cost estimate.  If any materials and supplies will be diverted to other Government uses or transferred to the contractor, are the one‑time costs to pack, ship, or otherwise make the items available identified and included on Line 10? 
	
	

	IHCE
	10.3
	Verify that no joint inventory costs
 (e.g., of GFP, GFF, GFE, and GFM) are included in the cost estimate.  Furthermore, no costs are allowed if the component elects not to provide existing materials to the Contract/ISSA offeror.
	
	

	IHCE
	10.4
	Ensure that cost included in Line 10 is not inflated past the first performance period.
	
	

	IHCE
	10.5
	Ensure costs for assessment and cleanup of prior environmental conditions (e.g., including costs for an environmental baseline survey) are not included.
	
	

	IHCE
	10.6
	Do other costs include any costs resulting from actions taken as a result of conversion
?  
	
	

	IHCE
	10.7
	Are all one‑time conversion costs authorized as valid costs under current guidance? Are they mitigated and fully justified in line rationale?
	
	

	IHCE
	10.8
	Confirm that security clearances required by the solicitation are fair and reasonable by using historical trends, current workforce, actual costs of background investigations and workforce mix.
	
	


Line 11: Gain on Disposal/Transfer of Assets.  

OMB Circular No. A-76 Revised Supplemental Handbook, Part II, Chapter 3, Paragraph F states assets no longer needed by the Government as it implements its MEO may be disposed of or transferred without inclusion in a cost comparison.  Only those assets that are to be used by the Government’s MEO and not made available to the Contractor/ISSA are considered on Line 11.  

The Government should not dispose of or transfer MEO assets unless there is an economic 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/ISSA.  The net gain generated to the Government as a result of a conversion to a Contract/ISSA and a decision not to provide certain MEO assets to the Contractor/ISSA should equate to the net book value of the asset less any costs incurred to remove the asset.  win.COMPARE2 automatically identifies from Line 3 those assets that must be considered for computing gain.  Management must determine the planned disposition of the assets.

	#
	Review Steps
	Date Verified
	IRO Reference

	IHCE
	11
	Gain on Disposal/Transfer of Assets
	
	

	IHCE
	11.1
	Has the command determined whether there is an economic advantage to transfer or dispose of MEO assets?
	
	

	IHCE
	11.2
	Is the net book value of the assets computed using original acquisition costs
 based upon installation property books or other reliable sources?  Are disposal values calculated using Appendix 3 of the Revised Supplemental Handbook or adequately justified engineering estimates?
	
	

	IHCE
	11.3
	Ensure no losses are assessed against the contractor/ISSA if the cost of transfer exceeds the net book value of the asset. 
	
	

	IHCE
	11.4
	Are the removal estimates for transportation, packing, crating, and handling reasonable
?  
	
	

	IHCE
	11.5
	Has the gain on disposal of assets been recorded during the first performance period?
	
	

	IHCE
	11.6
	Confirm that gain on assets is not computed for purchases made within the performance periods stated in the solicitation.
	
	


Line 12: Federal Income Tax.  

OMB Circular No. A-76 Revised Supplemental Handbook, Part II, Chapter 3, Paragraph G, states that contract performance provides a contractor with income subject to tax and is an appropriate deduction from the net cost to Government, unless the prospective contractor is a tax-exempt organization.  win.COMPARE2 automatically computes and enters the tax deduction on Line 12 based upon the industry code entered on Line 7.

	#
	Review Steps
	Date Verified
	IRO Reference

	IHCE
	12
	Federal Income Tax
	
	

	IHCE
	12.1
	Is the offeror a tax-exempt organization? If yes, this Line should equal zero.
	
	

	IHCE
	12.2
	Is the appropriate business code identified from OMB Circular No. A-76 Revised Supplemental Handbook, Appendix 4?
	
	

	IHCE
	12.3
	Is the appropriate tax rate percentage identified and applied at bid opening? 
	
	


Line 13: Total Contract  / ISSA.  

Line 13 is the sum of Line 7 (Contract/ISSA Price), Line 8 (Contract Administration Cost), Line 9 (Additional Cost of Contract/ISSA Performance), and Line 10 (One-Time Conversion Costs), minus the sum of Lines 11 (Gain on Disposal/Transfer of Assets) and 12 (Federal Income Tax).

	#
	Review Steps
	Date Verified
	IRO Reference

	IHCE
	13
	Total Contract/ISSA
	
	

	IHCE
	13.1
	This is computed automatically by win.COMPARE2.
	
	


Line 14: Conversion Differential.  

The conversion differential is the lesser of (1) 10% of personnel costs OR (2) $10 million of all the performance periods stated in the solicitation.  The minimum differential is established to ensure that the Government does not convert for marginal estimated savings.

	#
	Review Steps
	Date Verified
	IRO Reference

	IHCE
	14
	Conversion Differential
	
	

	IHCE
	14.1
	win.COMPARE2 automatically computes the minimum conversion differential and apportions it based upon the type of cost comparison (i.e., new requirement, expansion or mix).  No action is required.
	
	


Line 15:Adjusted Total Cost of In-house Performance.

If the cost comparison is for work currently performed only in-house, Line 6 (Total In-House Costs) amounts shall be replicated on this Line.  Conversely, if the comparison is for only contract, or if it is for a new requirement not currently performed, the sum of Line 6 and 14 (Conversion Differential) shall be entered.  If the cost comparison involves an expansion or mixed Contract/Government workload, the amount entered on this Line is the sum of Line 6 and a part of Line 14 that is prorated to reflect the proportion of contract workload.  

	#
	Review Steps
	Date Verified
	IRO Reference

	IHCE
	15
	Adjusted Total Cost of in-house Performance
	
	

	IHCE
	15.1
	This is computed automatically by win.COMPARE2.
	
	


Line 16:Adjusted Total Cost of Contract/ISSA Performance.

If the cost comparison is for work currently performed only in-house, the sum of Line 13 (Total Contract/ISSA Costs) and Line 14 (Conversion Differential) shall be entered on this Line.  Conversely, if the comparison is for only contract, for a new requirement not currently performed, or involves an expansion of current workload, the amount on Line 13 is entered on this Line with no further adjustments.  If the cost comparison involves an expansion or mixed Contract/Government workload, the amount entered on this Line is the sum of Line 13 and a part of Line 14 that is prorated to reflect the proportion of government workload.

	#
	Review Steps
	Date Verified
	IRO Reference

	IHCE
	16
	Adjusted Total Cost of Contract/ISSA Performance
	
	

	IHCE
	16.1
	Win.COMPARE2 computes this information automatically.
	
	


Line 17 and 18: Cost Comparison Decision

The cost comparison decision is computed by subtracting the Adjusted Total In-House cost from the Adjusted Total Contract/ISSA cost and is entered on Line 17.  A positive amount on Line 17 indicates an in-house decision and a negative amount indicates that performance should be awarded to the Contractor/ISSA.  An “X” in the relevant column on Line 18 graphically represents this decision.

	#
	Review Steps
	Date Verified
	IRO Reference

	IHCE
	17&18
	Cost Comparison Decision
	
	

	IHCE
	17 & 18
	If using win.COMPARE2, this is computed automatically and no action by the Independent Reviewer is required.
	
	


APPENDICES


SAMPLE IRO PWS LETTER

The Sample IRO PWS Letter is an example of the letter that may be used to address the new IRO requirement to submit a point of contact (POC) for PWS issues.   The following is an excerpt of the language contained in the sample letter.  

Date

Director, DLA Internal Review (J-308)

Defense Logistics Agency

8725 John J. Kingman Road

Room 4317

Fort Belvoir, VA.  22060

Dear Sir or Madam:
This letter is in response to the Independent Review requirement to establish a Point of Contact (POC) for work performed during the Performance Work Statement (PWS) review phase.  I have designated (insert name here) as the POC.  (He/She) will be available to the Independent Review team throughout the duration of the review process.  Please direct all your questions and concerns to (him/her).  

Maintaining the appropriate firewalls is critical to the integrity of the cost comparison process.  To this end, (insert name here) will be independent from the development of the MEO.  This letter serves as an assurance that, to the best of my knowledge, (he/she) has not participated as a member of the MEO team.   

Sincerely,
The letter is required, but the format and language are not prescribed.  Please modify if appropriate.   Below is the Word Document.    Double click to open or simply detach.
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ACTION ITEM TRACKING FORM

The Action Item Tracking Form is an effective tool for submitting questions/concerns to the CA Team regarding the Government’s Management Plan and In-House Cost Estimate.  It is recommended that the Independent Reviewer sit down with the CA Team to discuss each issue to ensure that the Lines of communication are open and the required steps for resolution are clear.   The following is a graphic depiction.

The AITF# is the issue number, allowing easy reference.  The IR Team member, date and reference blocks provide the source of the question, the date it was submitted and the section/page number reference where the issue resides.  The Independent 

Reviewer, citing an issue, populates the IR Issue and Proposed Solution fields.  The CA Response field is the area where members of the CA Team officially respond to an IR issue.  The CA Team member fills in their name and date, providing a point of contact should questions arise.  The IR response field is for the Independent Reviewer to note issues that have reached resolution or require further action prior to closure.  The IRO Action field is rarely used; it is there to document any action that the IRO takes in response to the CA Team’s failure to address adequately the issue.  Below is the Excel spreadsheet.  Double click to open or simply detach. 
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COST COMPARISON ANALYSIS SPREADSHEET

The Cost Comparison Analysis Spreadsheet is an effective tool for tracking changes to the Government’s In-House Cost Estimate.  It is recommended that the Independent Reviewer note each change made to the IHCE.   The following is a graphic depiction.


The Cost Comparison Analysis is an Excel spreadsheet that allows the Independent Reviewer to track the various iterations of the Government IHCE.  The analysis is an Excel spreadsheet that tracks changes in costing, by Line, due to issues raised during the IR.  The first column notes the type of costs, in order in which they appear on the CCF
.  The second column is the dollar amount found on the Command certified IHCE.  The third column is the dollar amount after IR mandated revisions.  The third and fourth columns detail the dollar change and percentage change, respectively.  The fifth column is a reference to the action item tracking form submitted by the Independent Reviewer that precipitated the change.  The last column is for miscellaneous remarks the Independent Reviewer would like to note.  Below is the Excel spreadsheet.  Double click to open or simply detach. 
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� A Continuing Government Activity is a Residual Efficient Organization.


� The Independent Reviewer may be one individual or a team of two or more persons.  


� This does not preclude reading advanced drafts for purpose of familiarization.


� A PWS may not provide for GFP.  However, the PWS should still contain a statement that the Government will not provide property, equipment, or services (in Section C-3).





� This section should list only those items essential to the function.  The PWS should avoid excessive direction on items or services to be used because contractors may provide different and perhaps more efficient means of performing the function.  A general statement that the contractor shall furnish items and services except those described in Section C-3 is normally sufficient. 


� Corresponding performance indicators, standards, and acceptable quality levels are normally identified in a technical exhibit in the PRS.


� In preparing the PWS, functional experts conduct job analyses to break down tasks into subtasks.  The reviewer should address any questions concerning the level of task breakout to the functional experts.


� Technical exhibits may include PRS, workload estimates, maps and work area layouts, required reports, descriptions of Government-furnished items, quality standards, acceptance/rejections tables, sample size charts, or any other technical materials that support the PWS.


� This does not preclude an advance review of draft documents by the Independent Reviewer for purpose of familiarization.


� A TPP for in-house performance is required when the negotiated best-value procurement solicitation method is used.  The TPP must be consistent with the MEO and IHCE.





�A TP is part of the Management Plan.  The purpose of the TP is to minimize disruption, adverse impact, and any difficulties associated with capitalization and other start-up requirements.


 


� The IRO should keep abreast of all Transmittal Memorandum issued from OMB, as the cost factors may change over time.


�The IHCE should include all direct in-house labor and supervision necessary to accomplish requirements in the PWS, including indefinite quantity work. This will depend on how the ID/IQ is treated in Section B of the solicitation.  If this is to be a wash item, it may not be required in the IHCE or contractor bid.


 


� Unless otherwise stated in the review steps.


� The Independent Reviewer should selectively review property books or other accounting records to verify that depreciation is based on recorded acquisition costs.  Where acquisition costs are not recorded, evaluate the basis used (documented estimates, invoices, or published prices for similar items, etc.).  If current replacement costs are used, determine whether any adjustment has been made for inflation since the actual or estimated date of acquisition.


� Joint inventories are conducted to confirm existing inventory information for potential offerors.


� An example is a penalty incurred for termination of a rent or lease agreement.  Additionally, this may include plant rearrangements and special physical inventories.  Special physical inventories should reflect hours required based on historical cost or staffing standards.  Confirm that any special physical inventory is not double costed as part of the inventory transferred.  Movement of materials to another location to facilitate conversion is also included in this category. 


� Acquisition costs include charges to install and place the assets into service.  The net gain equates to the net book value of the asset less any costs incurred to remove the asset.


� These estimates should be based on historical records or other reliable sources.


� Certain line item information on the CCF is not available at the time of the IR, i.e., Contract or ISSA price.  The IR should track only the information that is part of the Government bid.
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Date


Director, DLA Internal Review (J-308)


Defense Logistics Agency


8725 John J. Kingman Road


Room 4317


Fort Belvoir, VA.  22060


Dear Sir:

This letter is in response to the Independent Review requirement to establish a Point of Contact (POC) for work performed during the Performance Work Statement (PWS) review phase.  I have designated (insert name here) as the POC.  (He/She) will be available to the Independent Review team throughout the duration of the review process.  Please direct all your questions and concerns to (him/her).  


Maintaining the appropriate firewalls is critical to the integrity of the cost comparison process.  To this end, (insert name here) will be independent from the development of the MEO.  This letter serves as an assurance that, to the best of my knowledge, (he/she) has not participated as a member of the MEO team.   


Sincerely,
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				Original		Post IRO		Original % of Total In-house Cost		Post IRO % of Total In-house Cost		$ Change		% Change		Issue Number		Remarks

		Personnel Costs						0.0%		0.0%

		Material and Supply Costs

		Other Specifically Attributable Costs

		Rent

		Maint. And Repair

		Utilities

		Insurance

		Travel

		Other Costs

		Environmental Assess.

		ISSA Costs

		RF Installation

		Service Contracts

		Training

		Minor Item Replacement

		Overhead Costs

		Cost of Capital

		One Time Conversion costs

		Additional Costs

		Total In-House Costs

		Contract or ISSA Price

		Contract Administration

		Additional Costs

		One-Time Conversion Costs

		Gain on Assets

		Federal Income Tax (Deduct)

		Total Contract or ISSA Costs

		Minimum Conversion Differential

		Adjusted Total Cost of In-House Performance

		Adjusted Total Cost of Contract or ISSA Performance
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