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FM:  CNO WASHINGTON DC//N46//

TO AIG ONE ONE THREE ONE SIX//
CMC WASHINGTON DC//LR//

STRATSOURCSUPPOFF MILLINGTON TN//

Subject:  STRATEGIC SOURCING PROGRAM ADVISORY 00-9//

UNCLAS //N04860//

PASS TO STRATEGIC SOURCING/COMMERCIAL ACTIVITIES POINTS OF CONTACT//

MSGID/GENADMIN/CNO WASHINGTON DC//

SUBJ/STRATEGIC SOURCING PROGRAM ADVISORY 00-9//

REF/A/DOC/SECDEF/03APR00/NOTAL//

REF/B/DOC/CNO WASHINGTON DC/7JUN99//

REF/C/DOC/OMB WASHINGTON DC/MAR 96//

AMPN/REF A IS DEPARTMENT OF DEFENSE STRATEGIC AND COMPETITIVE SOURCING PROGRAMS INTERIM GUIDANCE.  REF B IS THE NAVY COMMERCIAL ACTIVITIES PROGRAM INSTRUCTION, OPNAVINST 4860.7C. REF C IS OMB CIRCULAR A-76 REVISED SUPPLEMENTAL HANDBOOK//    

RMKS/1.  RECENTLY, THE SECRETARY OF DEFENSE ISSUED REF A, WHICH PROVIDES INTERIM GUIDANCE ON EXPANDING THE COMPETITIVE SOURCING APPROACH TO INCLUDING THE STRATEGIC SOURCING PROGRAM DOD-WIDE.  THE NAVY PREVIOUSLY COMMITTED TO THIS APPROACH, AND HAS ISSUED GUIDANCE TO AID ACTIVITIES IN MEETING THEIR STRATEGIC SOURCING GOALS.  THIS MESSAGE SUPPLEMENTS REF A AND EXISTING GUIDANCE TO ESTABLISH NAVY POLICY ON CERTAIN ISSUES.  IN ADDITION, THIS MESSAGE CLARIFIES POLICY ON “TECHNICAL BALANCING ” AND CERTAIN ASPECTS OF COMMERCIAL ACTIVITIES STUDIES OF FAMILY SERVICE CENTERS (FSC) AND ESTABLISHES POLICY ON ANNOUNCEMENTS OF DECISIONS TO CONVERT TO CONTRACT.

2.  OSD INTERIM GUIDANCE.  THE FOLLOWING ITEMS CLARIFY AND SUPPLEMENT REF A GUIDANCE:

A.  IN MANY A-76 COST COMPARISONS, PRIVATE SECTOR CONSULTANTS ARE ASSISTING NAVY ACTIVITIES IN PREPARING BOTH A PWS AND MANAGEMENT PLAN.  SUCH PRACTICES CAN CREATE A POTENTIAL CONFLICT OF INTEREST OR THE APPEARANCE OF A CONFLICT.  THE CENTRALLY FUNDED VEHICLES FOR CONSULTANT SUPPORT FROM FISC DET PHILADELPHIA HAVE BEEN MODIFIED TO INCORPORATE SUFFICIENT SAFEGUARDS, SUCH AS INTERNAL FIREWALLS, TO PREVENT SUCH A CONFLICT FROM OCCURRING.  STUDY TEAMS SHOULD BE AWARE OF, AND MONITOR, THIS TASKING.   CLAIMANTS OR ACTIVITIES EMPLOYING CONSULTANT SUPPORT FOR A-76 STUDIES FROM OTHER SOURCES MUST ENSURE THAT THIS CONSTRAINT IS INCORPORATED INTO THEIR CONSULTING VEHICLE.

B.  FOR ALL SOLICITATIONS IN A-76 COMPETITIONS THE PWS SHOULD BE WRITTEN BROADLY, TO ALLOW FOR OUTCOMES WITHOUT BIAS FOR OR AGAINST ANY PARTICULAR CONCLUSION.

C.  DURING THE SOURCE SELECTION PHASE OF AN A-76 COST COMPARISON STUDY, DIRECTLY AFFECTED CIVILIAN EMPLOYEES AND ANY INDIVIDUALS WHO PARTICIPATED IN DEVELOPMENT OF THE GOVERNMENT’S MANAGEMENT PLAN MUST BE EXCLUDED FROM PARTICIPATING AS MEMBERS OF THE SOURCE SELECTION EVALUATION BOARD (SSEB) OR AS EVALUATORS OF CONTRACTOR OFFERS.  REFS A AND B PROVIDE FOR CERTAIN EXCEPTIONS TO THIS GENERAL RULE.  IF THESE EXCEPTIONS ARE USED, THE HEAD OF THE CONTRACTING ACTIVITY SHALL AUTHORIZE THEM IN WRITING.  UNDER NO CIRCUMSTANCES MAY THE INDIVIDUAL CERTIFYING THE MEO SERVE ON THE SSEB,  BE AN EVALUATOR OR BE THE SOURCE SELECTION AUTHORITY (SSA).

D.  MANAGEMENT PLAN PREPARATION OFTEN INCLUDES OFFERING SEPARATION INCENTIVE PAY TO EMPLOYEES, EITHER VOLUNTARY SEPARATION INCENTIVE PAY (VSIP) OR VOLUNTARY EARLY RETIREMENT AUTHORITY (VERA).     IAW REF B, ACTIVITIES MAY NOT INCLUDE THESE COSTS IN THE COST ESTIMATE, AS THE USE OF THESE INCENTIVES IS INDEPENDENT OF THE DECISION TO CONDUCT AN A-76 COST COMPARISON.  THE STANDARD FOUR PERCENT SEVERANCE PAY COST FACTOR TAKES INTO ACCOUNT THE AVERAGE COST TO AN ACTIVITY.  ACCORDINGLY, NAVY ACTIVITIES MAY NOT ADD ANY ADDITIONAL SEPARATION INCENTIVE PAY FACTORS TO THE ESTIMATED COST OF CONTRACT PERFORMANCE.

E.  CONTRACT ADMINISTRATION COSTS MAY ONLY INCLUDE COST THAT WOULD NOT BE INCURRED UNLESS THE WORK IS CONVERTED TO CONTRACT.  A QUALITY ASSURANCE PROGRAM THAT IS INTENDED TO MONITOR EITHER IN-HOUSE OR CONTRACTOR PERFORMANCE UNDER THE PWS IS A COMMON COST THAT IS NOT INCLUDED IN THE COST ESTIMATE.  A QUALITY CONTROL PROGRAM MAY BE REQUIRED BY THE SOLICITATION TO ENSURE THAT THE SERVICE PROVIDER HAS AN INTERNAL QUALITY EFFORT.   IF A QUALITY CONTROL PROGRAM OR OTHER ADMINISTRATIVE FUNCTION IS REQUIRED, THIS COST MUST BE DETERMINED AND BORNE BY THE MEO AND CONTRACTOR, AND IS NOT A VALID CONTRACT ADMINISTRATION EXPENSE.

F.  IN SOME SITUATIONS, THE GOVERNMENT INTENDS TO PROVIDE AN EXISTING INVENTORY OF MATERIAL AND/OR EQUIPMENT TO A CONTRACTOR IN THE EVENT OF A CONTRACT DECISION.   IN THESE SITUATIONS, THE COST OF A ONE-TIME INVENTORY MAY BE CHARGED TO THE COST OF CONTRACT PERFORMANCE AS A ONE-TIME CONVERSION COST ONLY IF PRIOR WRITTEN APPROVAL IS OBTAINED FROM OPNAV N465.  TO OBTAIN APPROVAL, ACTIVITIES MUST SUBMIT JUSTIFICATION VIA THE CHAIN OF COMMAND AS FOLLOWS: 

(1) TYPE OF INVENTORY (100%, SELECTED INVENTORY OF HIGH VALUE ITEMS) AND RATIONAL FOR CHOOSING THIS TYPE; 

(2) APPROXIMATE NUMBER OF ITEMS BY CATEGORY AND ESTIMATED VALUE;

(3) ESTIMATE OF HOURS AND COST TO PERFORM THE INVENTORY.

STUDY TEAMS MUST ALLOW AT LEAST 60 DAYS LEAD TIME FOR PROCESSING THIS REQUEST AS OPNAV N465 WILL REFER IT TO THE SECRETARY OF THE NAVY’S STAFF FOR FINAL APPROVAL.  THIS INVENTORY IS ONLY FOR THE PURPOSE OF DIRECT TURNOVER TO A SUCCESSFUL OFFEROR, IT IS NOT THE COST OF DEVELOPING AN INIITAL INVENTORY WHICH IS A NORMAL ADMINISTRATIVE COST AND NOT TO BE INCLUDED IN THE COST COMPARISON.  NOTE THAT THIS IS A CHANGE FROM THE GUIDANCE IN REF B PART II CHAPT 3.E.3.C. 

3.   “TECHNICAL BALANCING”.  REF C, PART I, CHAPT 3, H.3 PROVIDES FOR CHANGES TO THE GOVERNMENT’S MANAGEMENT PLAN IF THE SOURCE SELECTION AUTHORITY (SSA) FINDS THE MANAGEMENT PLAN AND TECHNICAL PERFORMANCE PLAN DO NOT ACHIEVE THE SAME LEVEL OF PERFORMANCE AND PERFORMANCE QUALITY AS THE SELECTED PRIVATE SECTOR OFFEROR.   AT THIS POINT THE GOVERNMENT TEAM IS PERMITTED TO MODIFY THESE PREVIOUSLY SEALED DOCUMENTS TO COMPLY WITH THE SSA, THIS PROCEDURE HAS BEEN KNOWN AS TECHNICAL BALANCING.  CHANGES TO THE SEALED MANAGEMENT PLAN OTHER THAN THOSE SPECIFICALLY DIRECTED BY THE SSA ARE NOT PERMITTED.   

4.  FAMILY SERVICE CENTERS.  PERS 6 HAS DETERMINED THAT SOME OF THE DUTIES OF THE FAMILY SERVICE CENTER DIRECTOR AND THE FAMILY ADVOCACY REPRESENTATIVE  (FAR) ARE INHERENTLY GOVERNMENTAL.  THESE DUTIES ARE IDENTIFIED IN SEPARATE CORRESPONDENCE FROM PERS 6.  THESE INHERENTLY GOVERNMENTAL DUTIES ARE NOT TO BE INCLUDED IN A STATEMENT OF WORK ASSOCIATED WITH AN A-76 COMPETITION.  TO INSURE ADEQUATE SUPERVISION OF THE CONTRACTOR IN THESE SENSITIVE AREAS, THE POSITION DESCRIPTIONS FOR CONTRACT ADMINISTRATION PERSONNEL MUST INCORPORATE ADEQUATE KNOWLEDGE OF THIS PROGRAM.

5.  PUBLIC AFFAIRS.  IF A COMMERCIAL ACTIVITIES STUDY RESULTS IN A DECISION TO CONVERT TO CONTRACT, ACTIVITIES MAY NOT MAKE A PUBLIC RELEASE OF THE DECISION, THROUGH A PRESS RELEASE OR ANY OTHER MEANS, UNTIL PROPER CONGRESSIONAL NOTIFICATION HAS BEEN MADE AT THE TIME OF THE FINAL DECISION IAW REF B AND PROGRAM ADVISORY 00-02.  IN CASES WHERE THE DECISION IS TO RETAIN THE FUNCTION IN-HOUSE THE TENTATIVE DECISION MAY BE ANNOUNCED LOCALLY IAW REF B APPENDIX D.

6.  COSTING NONAPPROPRIATED FUND (NAF) EMPLOYEES.  THE BROAD NAF PAY BANDS CAUSE THE MID-POINT TO BE A POOR ESTIMATE OF ACTUAL SALARIES FOR THE IN HOUSE COST ESTIMATE (IHCE).  FOR NAVY A-76 COMPETITIONS, NAF SALARIES FOR THE IHCE WILL BE ESTIMATES OF THE ACTUAL SALARY THAT WILL BE PAID TO EACH EMPLOYEE LISTED IN THE MANAGEMENT PLAN.  FOR EXISTING NAF POSITIONS THAT WILL TRANSITION DIRECTLY TO THE MEO, ACTUAL SALARY WILL BE USED.  FOR VACANT NAF POSITIONS OR NEWLY CREATED POSITIONS, AN AVERAGE OF THE SALARIES CURRENTLY PAID TO ALL NAF EMPLOYEES AT THAT LOCATION IN THE SAME SERIES AND PAY BAND WILL BE USED.    FOR POSITIONS ESTABLISHED AS A RESULT OF THE COMPETITION WHERE NO SIMILAR ENCUMBERED POSITIONS EXIST, THE SALARY IS ESTIMATED  UTILIZING EXISTING NAF PAY SETTING PROCEDURES FOR  NONAPPROPRIATED FUND EMPLOYEES.  PRODUCTIVE HOURS FOR NAF EMPLOYEES WILL BE CALCULATED USING THE SAME METHOD AS CIVIL SERVANTS PROVIDED IN REF C, PART II, CHAPT 2  B.5.  

7.  THE FOLLOWING STRATEGIC SOURCING PROGRAM ADVISORIES REMAIN IN EFFECT:  98-06, 99-06, 07, 09, 00-01, 02, 03, 04, 06, 07 AND 08.  THIS MSG AND ALL OTHER EFFECTIVE STRATEGIC SOURCING PROGRAM ADVISORIES ARE POSTED ON THE STRATEGIC SOURCING SUPPORT OFFICE WEB PAGE AT HELP.N4.HQ.NAVY.MIL.  QUESTIONS MAY BE ADDRESSED TO OPNAV N465 AT (703) 601-1613 OR THE 3SO AT //
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