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                   27 January 2000

MEMORANDUM FOR CEPOF-CT

SUBJECT:  Pre-Negotiation Objective Memorandum (POM) and Price Analysis for AE Proposal; Modification to AE Contract  No. DACA81-99-D-XXXX, CY99 CDIP Construct 35th Squadron Operations Facility, XXXXXX AB, Korea

1.  An in-depth analysis of the AE’s proposal was performed based on a comparison to the

 Independent Government Estimate (IGE) and evaluation of cost elements to determine if the 

over all price is fair and reasonable to accomplish the services required.  The Forward Pricing Rate Agreement (FPRA) dated 14 May 1998 was used as a basis for AE’s labor costs.  The AE’s proposal was evaluated to assure that all requirements of the Revised Scope of Work (SOW) dated 26 January 2000 were addressed and that the factual and judgmental elements of the cost and pricing features were reasonable and consistent with accomplishing the scope requirements.  

2.  The AE will not have subcontractors for the performance of the scope requirements, therefore will not be required to file a subcontracting plan. (FAR 19.702)

3.  Summary of the appropriate analysis addressing the pertinent issues to allow the negotiation of a fair and reasonable fee are as follows:

     A.  Overall analysis (FACD through Contract Documents):



1. The IGE used 10.0% profit vs. 11.75% used by the AE.  The IGE used a technical complexity/length factors of .075/.025 and the AE used .0875/.03, respectively.   The AE's profit margin is considered high and will be discussed with the AE.



2.  The IGE used a won rate of 1125, as well as the AE, which is appropriate for the week of 23 January 2000.

3.  The AE’s total proposal was $XXX,109 vs. IGE at $XXX,607 representing a $XX,498 difference in cost with the IGE.  This represents an approximate 9% difference in the two estimates.



4.  The estimate for design work was $XXX,092 for the IGE compared to $XXX,887 for the AE.  This represents a difference of  $XX,205, approximately 16% difference. Both estimates were below the 6% Statutory Limit.



5.  The estimate for Non-Design was $XXX,515 for the IGE compared to $XXX,222 for the AE; representing a difference $X,707, approximately 6% difference.



6.  The AE estimate did not have subtotals calculated for work up to the 30% concept design, although it was confirmed with their negotiator prior to proposal submittal that the government planned to award a base to include work up to the 30% design and an option for 

work up to the 100% design.  The AE’s estimate could be evaluated and costs designated as 30% design base and option based on the proposal layout.


B.  Analysis of FACD and 30% design:


1.  The IGE sheet count for the 30% design was 35, compared to the AE count of 69.  The combination of sheets will be discussed with the AE during negotiations. The AE's estimate includes architectural/mechanical and electrical sheets for penthouse floor level, whereas the IGE does not.  The AE estimate showed no decrease in man-days for drawings developed in the 30% and 90% phase.  This appears that there could be repeated effort of work at the 90% phase. The building is to be a one story with basement requirements.  AE's envision of the building will be discussed as well as other items identified in this paragraph.



2. The IGE also includes supervision by a US Eng II whereas the AE's estimate shows no cost for supervision. However, the AE's estimate showed sufficient hours of US Eng I and II to cover supervision and review requirements for a project with this level of difficulty.  The IGE has 11.28 and 86.65 man-days of US Eng II supervision for the FACD/concept and final/contract design phases, respectively.  This would equate to approximately $5,400 and $41,200 decrease to the IGE for the FACD/concept and final/contract design phases, respectively.  The AE's use of US Eng I time for partial oversight on design activities was considered appropriate, and the AE's estimate of hours for this oversight considered appropriate.  



3. Comparison of cost:





a.  The estimate for design work was $XX,712 for the IGE compared to $XX,169 for the AE.  This represents a difference of  $XX,457, approximately XXX% difference.  However, the AE identified 30% concept work as all design, whereas the IGE identified 30% effort as mostly non-design.





b.  The cost for the FACD alone was estimated as $XX,423 for the IGE and $XX,109.  This represents a difference of $X,314, approximately 7%.  





c.  Overall cost for FACD and 30% concept documents was estimated as $XX,106 for the IGE and $XXX,577 for the AE.  This represents a difference of  $XX,471, approximately a 55% difference.  The level of effort for both the FACD and concept design will be discussed with the AE to assure that unnecessary work is not done.  AE’s man-days associated with individual drawings appear to be reasonable. 





d.  In reviewing the AE's estimate, it appears that design effort may be high during the first part of project development.  This will be discussed with the AE during negotiations. 


C.  Final/Contract Document Design:


1.  The estimate for design work was $XXX,024 for the IGE compared to $XXX,175 for the AE.    This represents a difference of $XXX,849, approximately XX% difference. The AE listed cost estimating separate from design, whereas the IGE included XX% of cost estimate effort as design.  The AE also listed offshore equipment and materials list separately from cost estimating.  When adding both items with the AE's design cost estimate, becoming $XXX,288, then the difference becomes $XXX,736, approximately 31%.  The number of drawings shown by the AE were higher than the IGE (180 vs 139, respectively) and labor hours were less than the government estimate for each drawing.  Scope clarification will be discussed to assure the AE has a clear understanding of the design requirements.  The fact that the AE has recently designed several phases of the CY97 CDIP Multiple Operations Facility at Osan AB will be taken into consideration, that experience from this project can minimize efforts of designing the subject project. 


2.  Comparison of non-design items is as follows:





A.  Site confirmation Survey and Utility Assurance. The AE estimate of $XX,119 was considered fair and reasonable.  The IGE estimated $XX,041. The AE assumed utility investigation would be done up front of the project effort where as it was considered part of design after the 30% in the IGE.  The need for such service prior to the completion of the 30% submittal will be discussed with the AE during the negotiations.





B.  The AE estimate for DD form 1354 and continuity file also included the IBOP.  The IGE considered it to be included in the 100% document effort.  Overall the AE estimate for these items is considered fair and reasonable.





C. Reproduction.   The AE estimated $XX, 132 vs. the IGE of $X,144.  This is a $XX,988 or XXX% difference. The AE estimate showed a large number of mylars for the contract drawings, adding about $X,700 to the AE estimate.  AE estimate includes services for file conversion.  The need and scope of this work is not clear and will be discussed during negotiations.  The AE estimate also includes US Engr II costs totalling $3,800.  The government questions the need for such high cost labor for reproduction.  All items will be discussed during negotiations.  The number of drawings required were revised to minimize costs and will be discussed with the AE during negotiations. 





D.  OBR’s and site investigations costs were comparable to the IGE. After review of estimated labor effort for these items, the AE’s proposal for these areas will be accepted as submitted. 

4.  The items described above will be discussed with the AE during the negotiations.  Overall the AE’s estimate is reasonable, though scope clarification will be required and breakout of FACD/30% costs from 90%/final will be necessary.   

5.  The government review of the AE estimate determined that appropriate breakout of base and option would be to page 9 of the AE estimate and includes the following:  1) site investigation & data collection; 2) utility assurance survey and analysis; 3) pre-concept package by mini-FACD; 4) concept design; 5) cost estimate code B; 6) reproduction and document distribution; 7) on-board review meeting.  Remaining items would make up costs for the 90%/final costs.  Based on this breakout, a summary of the AE estimate is as follows:

 PHASE



DESIGN ($)
NON-DESIGN ($)
        TOTAL ($)
 FACD/30%


$XX,668 
      $XX,340   


$XX,XXX

 FINAL & CONTRACT    
$XXX,419
     $XX,882


 $XXX,301

Total:



$XXX,887
    $XXX,222


 $XXX,109

Statutory limit:    Design Fee$/ECC=  $XXX,887/$X,XXX,000 = 3.74%






Administration limit:  Total Fee$/ECC= $XXX,109/$X,XXX,000 = 5.23%


The AE used the incorrect ECC and is aware of the correct number $X,XXX,000 as shown in the project DD1391 (FKEN-FP memo dated 19 Oct 99).  Based on this ECC the statutory limit (6%) and Administration limitation (9%) are shown above.

5.  As discussed in para 3.B.2 of this PNO, the IGE can be decreased in the area of supervision hours for design efforts. This would equate to approximately $X,400 and $XX,200 decrease to the IGE for the FACD/concept and final/contract design phases, respectively. 

PHASE



DESIGN ($)
NON-DESIGN ($)
        TOTAL ($)
 FACD/30%


$X,312 
      
    $XX,394


$XX,706

 FINAL & CONTRACT    
$XXX,181
     $XX,120


$XXX,301

Total:



$XXX,493
    $XXX,514


$XXX,007

This would decrease the IGE for FACD/Concept Design to $XX,706 and the Final/Contract Design to $XXX,301, or a total of $XXX,007.  Based on the above findings, a total price objective for this project was arrived at in the amount of approximately $XXX,109 – the AE estimate.   A total price that is fair and reasonable to both the Government and the AE will be the goal of the negotiations.








Prepared by:  

                                      
                               









COLLEEN F. CHAMBERLAIN










Project  Manager
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