DoD Interim Guidance February 29, 2000

COSTING
FOR THE A-76 COST COMPARISON PROCESS

This guidance augments DoD Instruction 4100.33, Commercial Activities Program
Procedures, September 9, 1985 (Paragraph E.3.d.) and is necessary to ensure
compliance with the OMB Circular A-76 Revised Supplemental Handbook, Performance
of Commercial Activities, March 1996 (Part Il, Chapters 2 and 3).

When performing the A-76 cost comparison process, DoD Components shall comply
with the OMB Circular A-76 and the Revised Supplemental Handbook. A DoD A-76
Costing Manual is currently in development and will be issued concurrently with DoD
Instruction 4100.33, Commercial Activities Program Procedures. In the interim, DoD
Components shall use the OMB Circular A-76 Cost Comparison System (COMPARE)
software for all A-76 cost comparisons, effective immediately, to ensure a standardized
approach is used in DoD A-76 cost comparisons. This Air Force-developed software
program is already widely used within the Department. COMPARE software is available
and can be downloaded from the Air Force Manpower and Innovation Agency web page
in the Competitive Sourcing Clearinghouse section. The Internet address:
http://www.afmia.randolph.af.mil/xpms/index. DoD Components shall continue to use
the current COMPARE until the windows-based version is released later this year,
unless otherwise approved by the Deputy Under Secretary of Defense (Installations)
[DUSD(I)].

The following five specific areas for costing in the A-76 cost comparison process require
further clarification for the DoD Components. DoD Components shall comply with the
following guidance.

1. Personnel costs include the cost of all direct in-house labor and supervision,
including quality control personnel necessary to perform internal quality control
requirements that are stated in the performance work statement (PWS). Also included
are other local personnel costs expended in operation of the activity being cost
compared, or when responsibilities change if performance is converted to or from in-
house or contract performance. These latter costs are not part of the twelve-percent
overhead factor. They include management and oversight activities, such as direct and
indirect managers and supervisors above the first line of supervision, who are essential
to the performance of the function(s) being competed, personnel support, environmental
or Occupational Safety and Health Administration (OSHA) Act compliance
management, etc. These positions may or may not be 100% dedicated to the activity
being competed. When a position is not 100% dedicated to the activity being
competed, its cost shall be prorated to Line 1 of the cost comparison form according to
the amount of dedicated time. For example, a GS-13 position spends 20% of its time
performing management oversight of an activity being competed; the prorated cost of
this position would be entered on Line 1 as .20 FTEs in the grade of GS-13. For in-
house cost estimates that assume a mix of in-house labor and existing subcontracts to
the function(s) being competed, Line 1 shall also includes the cost of labor for
administration of those support subcontracts.
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2. Standard factors developed by OMB (including those in Part 1l of the OMB Circular
A-76 Revised Supplemental Handbook) shall be applied unless other factors are
approved by OMB. DoD Components may develop and recommend changes to these
factors to the DUSD(I) for submission to OMB for approval to implement either DoD-
wide or for a specific Component (depending on the DoD Component's justification).
Sector specific factors cover a function or group of functions DoD-wide. All submissions
shall be made by the DUSD(l) to OMB.

3. Separation Incentive Pay (e.g., Voluntary Separation Incentive Pay (VSIP),
Voluntary Early Retirement Authority (VERA), etc.) offered employees as an
inducement for resignation or early retirement is not included in the cost estimate. Per
OMB guidance, the determination to use Separation Incentive Pay in an A-76 cost
comparison is a management decision and independent of the decision to conduct an
A-76 cost comparison (see Revised Supplemental Handbook, Part Il, Chapter 3,
Paragraph E.3.b., Severance Pay). The standard four-percent Severance Pay cost
factor recognizes the average Federal-wide expenditures experienced for separated
civiian employees. Therefore, DoD Components are not permitted to add additional
Separation Incentive Pay factors to the estimated cost of contract performance.

4. Contract Administration costs are those costs of administering the contract such
as processing invoices that would not be incurred unless the work is converted to
contract. Such costs do not include inspection and other administrative requirements
that would be common to contract and Government performance. Therefore, the most
efficient organization (MEO) shall include a Quality Control Program if it is required by
the PWS. A Quality Control Program is not the same as a Quality Assurance
Surveillance Plan that is intended to determine if an in-house or contract activity is
meeting the requirements of the PWS. Rather, it is a program designed to establish a
quality control process and to ensure that the organization (internal to the MEO or
contractor) actually follows the quality control process. It puts the burden for quality
control on the MEO or contractor. It is not inspection driven nor is it based on detailed
"how to" requirements with deduct clauses. The authorizations necessary to staff this
Quality Control Program for the MEO shall be included and costed in the MEO staffing.

5. Inventory costs are part of effective management practices that include having an
accurate inventory at all times of consumable materials and supplies as well as
equipment. In situations when the Government intends to provide existing materials
and/or equipment to a contractor in the event of a contract decision, the reasonable
costs of a one-time inventory may be charged to the cost of contract performance.
Inventory costs shall not reflect worst case scenarios such as developing a wall-to-wall
inventory. In order to charge this one-time cost to Line 10, One-time Conversion, a DoD
Component shall have sufficient justification and written approval before adding such
costs to the Government cost estimate. This written approval shall be signed by the
DoD Component’s official designated to comply with Paragraph 9.(a) of OMB Circular
A-76 and shall be based on conservatively estimated justification.
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