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INTRODUCTION

This guide has been developed primarily for use within AETC to explain the detailed Government Estimate requirement at AETCFARS 5315.404-1(b)(2)(v)  (as of 1 Aug 02) for Services Acquisitions over the Simplified Acquisition Threshold.

5315.404-1 Proposal Analysis Techniques.  https://www.aetc.af.mil/lg/LGC/lgcq.htm#FARSup

 (b)(2)(v) The contracting officer shall obtain a detailed government estimate for all acquisitions over the simplified acquisition threshold.  Non-competitive Foreign Military Sales acquisitions are exempt. See AETC LGC Website https://www.aetc.af.mil/lg/LGC/lgcq.htm#Pricing  for examples of minimum content, as well as FAR 13.106-3, FAR 15.404-1, FAR 36.203 and FAR 36.605.

The information contained in this guide is intended to assist contracting officials within AETC and the requiring activity in developing a detailed Government estimate for Services and verifying the results with the proposed price.  A detailed Government Estimate for Services is one of many tools used by the Contracting Officer to evaluate the service acquisition proposals. 

A detailed, reliable and well documented Service Acquisition Government Estimate will serve as the initial benchmark against which the service acquisition proposal is measured.  The detailed Service Acquisition Government Estimate may be as complex as a detailed costing estimate of the statement of work or engineering/technical type analysis.  At a minimum, the Services Acquisition Government Estimate data should support the request for proposal by CLIN and by performance period.  It should not be viewed as the absolute right answer, but as a basis for reviewing areas of concerns after the Service acquisition proposal(s) is received.  

For other than AETC Services Acquisitions over the simplified acquisition threshold or construction and A&E requirements (see FAR Part 36 for construction and A&E), the Government Estimate can be (but see FAR requirements and additional explanations below): 
· as simple as a budgetary estimate, 
· as informal as a historical estimate adjusted for inflation, economies of scale, period of performance, etc.

In whatever form, any Government Estimate must be current, valid and more importantly, reliable since the Contracting Officer uses the government’s best estimate of the program’s cost for comparison to the proposal.  If differences exist between the government estimate and the price proposed, this should result in a closer technical evaluation to ensure that the proposed costs or prices are sufficient for the offeror to perform within cost/price to meet the technical requirements.  The answers to these differences can provide the Contracting Officer with the information needed to evaluate the proposal and determine actions to be taken in discussions with the offeror and assist in determining if the price is fair and reasonable..

For purposes of this guide, the information herein is primarily directed at the requirement in AETCFARS 5315.404-1(b)(2)(v) for detailed Government Estimates for services acquisitions over the simplified acquisition threshold.


PURPOSE-Chart 3-

DETAILED GOVT ESTIMATE-SERVICES ACQUISITION OVER $100,000

THE DETAILED GOVERNMENT ESTIMATE IS AN ESTIMATE OF RESOURCES REQUIRED:

The detailed Government Estimate is the estimate of the resources (number of personnel and workhours and kinds and quantities of other direct costs) and the estimated cost of these resources that would be incurred in the performance of the contract.  The detailed Government Estimate should provide a detailed estimate of each contract line item (CLIN) for each period of performance and summarize the CLIN and performance period estimates into a total.  

THE DETAILED GOVERNMENT ESTIMATE IS A TOOL:

	-The detailed Government Estimate should be used as a tool for comparison purposes in determining that a price is fair and reasonable.  The detailed Government Estimate should provide a reliable basis of comparison to the proposed costs/prices as it is one of many tools used by the Contracting Officer to evaluate the proposals and to determine whether the requirement is understood, to diminish unbalanced pricing  and to justify whether the price or expected cost is fair and reasonable.  Air Force Policy currently does not require the Contracting Officer to make a comparison of the detailed cost estimate and explain any differences if the estimate varies by more than 20% from the proposed price.  However, it is prudent in the AETC operational contracting environment that the file documentation provide an explanation of significant differences between Government estimates and proposed prices.  

	-The detailed Government Estimate should be used as a tool for evaluating proposals that are significantly low.  Each CLIN should be compared to determine if the offeror proposed a realistic/reasonable cost to perform the tasks required, based on the offeror’s approach and proposed use of manpower and resources.  The goal is to determine if the offeror has a clear understanding of the requirement and can perform satisfactorily within the cost proposed.

	-The detailed Government Estimate is useful in evaluating unbalanced pricing.  The offeror should propose reasonably for each CLIN.  If the offeror loads inordinate amounts of cost purposely in a CLIN, the detailed Government Estimate should be reliable so that it could provide a basis of comparison to determine that the proposed costs for each CLIN is not unbalanced.

	-The detailed Government Estimate is a key element of evaluating proposal realism.  The costs by CLIN and total should be realistic based on the offeror’s approach and should permit satisfactory performance within the cost proposed.

 	-The detailed Government Estimate can be a useful tool in establishing a pre-negotiation objective.  The detailed Government Estimate should be a reliable indicator of the resources required to perform.

GOVT ESTIMATE-REGULATIONS/POLICY REFERENCES-Chart 4



•FAR 4.803(a)(7) (Concerns File Documentation)  http://farsite.hill.af.mil/VFFARA.HTM
(a) … examples of records normally contained, if applicable, in the contract files:
(7) Government estimate of contract price.


•FAR 15.404-1(b)(2)(v) & (d)(3) & (g)  (Concerns Proposal Analysis Techniques including 
comparing prices with Government estimate, 
cost realism and unbalanced pricing)

	(b)(2)(v)  Comparison of proposed prices with independent Government cost estimates.
	(d)(3)  Cost realism analyses may also be used on competitive fixed-price incentive 
contracts or, in exceptional cases, on other competitive fixed-price-type contracts when new requirements may not be fully understood by competing offerors, there are quality concerns, or past experience indicates that contractor’s proposed costs have resulted in quality or service shortfalls…
(g)  Unbalanced pricing.  (1)  Unbalanced pricing may increase performance risk and could result in payment of unreasonably high prices.  Unbalanced pricing exists when, despite an acceptable total evaluated price, the price of one or more contract line items is significantly over or understated as indicated by the application of cost or price analysis techniques…


•AETCFARS 5315.404-1(b)(2)(v) .  https://www.aetc.af.mil/lg/LGC/lgcq.htm#FARSup

 (b)(2)(v) The contracting officer shall obtain a detailed government estimate for all acquisitions over the simplified acquisition threshold.  Non-competitive Foreign Military Sales acquisitions are exempt. See AETC LGC Website for examples of minimum content, as well as FAR 13.106-3, FAR 15.404-1, FAR 36.203 and FAR 36.605.


•AETCFARS 5301.90 (b)(2) Solicitation review.  https://www.aetc.af.mil/lg/LGC/lgcq.htm#FARSup
A detailed government estimate as required by AETCFARS 5315-404-1(b)(2)(v) shall be submitted for review by HQ AETC/LGCQ.


• AETC CLEARANCE GUIDE-AETCFARS SUBPART 5301.90 - CLEARANCE PROCESS  https://www.aetc.af.mil/lg/LGC/lgcq.htm#FARSup (Concerning submittal of documents for solicitation and clearance review.)

Government Estimate (Signed and Dated by the preparer and the contracting officer), including rationale and worksheets.	



GENERAL PRICING REQUIREMENTS-FAR/AFFARS/AETC POLICY-

COST ANALYSIS-Chart 5

Single or Sole Source Acquisitions:

In non-competitive acquisitions, the pricing action is generally in the form of negotiation by Cost Analysis and weighted guidelines profit development involving the development of negotiation objectives by evaluating cost elements and profit and discussing the elements of cost/profit until agreement on a final contract price is reached.  

COST ANALYSIS (FAR 15.404-1(c))

Cost analysis is the review and evaluation of the separate cost elements and profit in an offeror’s or contractor’s proposal (including cost or pricing data or information other than cost or pricing data), and the application of judgment to determine how well proposed costs represent what the cost of the contract should be, assuming reasonable economy and efficiency.

COST OR PRICING DATA (FAR 15.401)

For acquisitions over $550,000, ‘Cost or pricing data’ means ‘all facts’ that, as of the date of price agreement or, if applicable, an earlier date agreed upon between the parties that is as close as practicable to the date of agreement on price, prudent buyers and sellers would reasonably expect to affect price negotiations significantly.  The offeror executes a Certificate of Current Cost or Pricing Data IAW FAR 15.406-2.

Note:  Price analysis may be used on non-competitive based on prior competitive prices or a waiver.

AETC POLICY ON GOVT ESTIMATES FOR SINGLE OR SOLE SOURCE SERVICES ACQUISITIONS OVER $100,000:  
A detailed Government Estimate is required, including written rationale and worksheets, as appropriate, (signed and dated by the preparer and contracting officer).
 
COST REALISM-Chart 6

Competitive Cost (or Other-Example A76 Studies) RFP’s where information other than cost or pricing data is required:

In competitive acquisitions for cost contracts (or other) RFPs, the pricing action is generally in the form of discussions with the use of information other than cost or pricing data with exchanges of information thru evaluation notices.


COST REALISM (FAR 15.404-1(d))

Cost realism is the process of independently reviewing and evaluating specific elements of each offeror’s proposed cost estimate to determine whether the estimated proposed cost elements are realistic for the work to be performed; reflect a clear understanding of the requirements; and are consistent with the unique methods of performance and materials described in the offeror’s technical proposal.

AETC POLICY ON GOVT ESTIMATES FOR COMPETITIVE COST (or OTHER) SERVICE ACQUISITIONS RFP’S OVER $100,000 WHERE INFORMATION OTHER THAN COST OR PRICING DATA IS OBTAINED:
A detailed Government Estimate is required, including written rationale and worksheets, as appropriate, (signed and dated by the preparer and contracting officer).


PRICE ANALYSIS-Chart 7

Commercial or Competitive RFP’s where information other than cost or pricing data is NOT required:

In competitive acquisitions where information other than cost or pricing data is NOT required, the pricing action is generally in the form of comparing prices proposed and a Government Estimate and using discussions thru exchanges of information by evaluation notices.

PRICE ANALYSIS (FAR 15.404-1(b))

Price analysis means the process of examining and evaluating a proposed price without evaluating its separate cost elements and proposed profit.

AIR FORCE POLICY (FAR 15.402 & AFFARS 5315.402) ON SUBMISSION OF COST OR PRICING INFORMATION ON COMPETITIVE FIXED PRICE CONTRACTS:  Prohibits offeror submission of cost or pricing information on competitive fixed price contracts.  Approval to obtain information must be made to SAF/AQCS.

AETC POLICY ON GOVT ESTIMATES FOR COMPETITIVE SERVICE ACQUISITION RFP’S OVER $100,000 WHERE INFORMATION OTHER THAN COST OR PRICING DATA IS NOT OBTAINED:  
A detailed Government Estimate is required, including written rationale and worksheets, as appropriate, (signed and dated by the preparer and contracting officer).




REALISM AND REASONABLENESS-Chart 8

REALISM:

Cost realism analysis shall be performed on cost reimbursement contracts to determine the probable cost of performance for each offeror.  A cost realism analysis may be performed on other types of contracts.  Cost realism concerns the value of the product or service and consequently a cost realism analysis must be performed on all requirements.  To perform this function a reliable detailed Government Estimate is important to determine the value of the acquisition.

REASONABLENESS:

Reasonableness means a cost/price that is what the ordinary prudent person would pay.  Comparison should be made to independent Government Estimate, market survey, current (prior) prices and other offerors.

	Tools for determining realism and reasonableness:

Manning Matrix:  A manning matrix (Custodial example attachment 1) is useful with technical proposals to rate the offeror’s management approach.  For more detailed information on the manning matrix use, see the attachment 2 document entitled ‘USING GOVERNMENT ESTIMATES AND TECHNICAL PROPOSALS TO PERFORM PRICE ANALYSIS FOR COMPETITIVE FIRM FIXED PRICE SERVICE CONTRACTS’, prepared by AETC LGCQ, Georganne Roberts.  

Government Estimate:  A detailed and reliable Government estimate must be used as a basis for comparison to the offered price.  The Government estimate must cover all line items and periods of performance.  The proposed manning matrix should be compared to the manning in the Government estimate to verify the realism and reasonableness of labor to perform the requirement.  (See also the attachment 2 document entitled ‘USING GOVERNMENT ESTIMATES AND TECHNICAL PROPOSALS TO PERFORM PRICE ANALYSIS FOR COMPETITIVE FIRM FIXED PRICE SERVICE CONTRACTS’, prepared by AETC LGCQ, Georganne Roberts.)  
 
AETC GENERAL POLICY ON SERVICE ACQUISITION GOVT ESTIMATES OVER $100,000:  
A detailed and reliable Government Estimate is required, including written rationale and worksheets, as appropriate, (signed and dated by the preparer and contracting officer).  Any Variations to the detailed Government Estimate requirement for Service Contracts in AETCFARS 5315.404-1(b)(2)(v) would be subject to AETC LGC approval in advance of RFP review.   The government estimate, as required by 5315.404-1(b)(2)(v), shall be submitted to HQ AETC/LGCQ for review.  
 

GOVT ESTIMATE-TYPES-Chart 9


Detailed:

The following are examples of elements of cost to be included in the detailed Government estimate:

•Workforce (Labor, Burden & Fringe)
•Other Direct Cost (Including materials, supplies, equipment, etc.)
•Other Indirect Costs, usually includes G&A
•Profit or Fee

The cost elements must be based on a detailed examination to include a listing of the manning requirements and associated labor rates, burdens and fringe, and supporting rationale.  Other direct costs should include a bill of materials with unit prices, quantity, and totals and a comprehensive listing of other costs including unit of issue, occurrences, amounts and supporting rationale.  Normally, supporting rationale for a profit or fee rate should be addressed.

Reasonable Past Purchase Price:  

A government estimate based on a reasonable past purchase price adjusted for economies of scale and period of performance; or engineering analysis may be reliable, but to obtain approval for a deviation from the detailed Government estimate required for Services acquisitions in AETC FARS 5315.404-1(b)(v) the following applies:  

AETC GENERAL POLICY ON SERVICE ACQUISITION GOVT ESTIMATES OVER $100,000:  
A detailed and reliable Government Estimate is required, including written rationale and worksheets, as appropriate, (signed and dated by the preparer and contracting officer).  Any deviations to the detailed Government Estimate required for Service contracts in AETCFARS 5315.404-1(b)(2)(v) would be subject to AETC LGC approval in advance of RFP review.   The government estimate, as required by 5315.404-1(b)(2)(v), shall be submitted to HQ AETC/LGCQ for review.  

(See also the attachment 2 document entitled ‘USING GOVERNMENT ESTIMATES AND TECHNICAL PROPOSALS TO PERFORM PRICE ANALYSIS FOR COMPETITIVE FIRM FIXED PRICE SERVICE CONTRACTS’, prepared by AETC LGCQ, Georganne Roberts.)   


Market Surveys
:

A government estimate based on commercial market surveys may be reliable, but see below the need to obtain approval for a variation from the detailed Services Acquisition Government estimate requirement in AETC FARS 5315.404-1(b)(v).  (See also the attachment 2 document entitled ‘USING GOVERNMENT ESTIMATES AND TECHNICAL PROPOSALS TO PERFORM PRICE ANALYSIS FOR COMPETITIVE FIRM FIXED PRICE SERVICE CONTRACTS’, prepared by AETC LGCQ, Georganne Roberts.)   

See also FAR Part 12 and 15.404-1(b) when considering the use of published market prices, similar indexes, discount or rebate arrangements, or other variations of the commercial product in comparison to the Government requirement.
  
AETC GENERAL POLICY ON SERVICE ACQUISITION GOVT ESTIMATES OVER $100,000:  
A detailed and reliable Government Estimate is required, including written rationale and worksheets, as appropriate, (signed and dated by the preparer and contracting officer).  Any Variations to the detailed Government Estimate requirement for Service Contracts in AETCFARS 5315.404-1(b)(2)(v) would be subject to AETC LGC approval in advance of RFP review.   The government estimate, as required by 5315.404-1(b)(2)(v), shall be submitted for review by HQ AETC/LGCQ.  


GOVT ESTIMATE-WHO, HOW AND WHAT-Chart 10


Who Makes the Government Estimate (IGE)?

The requiring activity normally makes the Government estimate.  Contracting personnel should provide assistance as required.

How Do You Use It?

The Government estimate should be used to justify the price by comparing the Government estimate to the proposed prices.  The predominate areas of interest would concern staffing levels and if the information is available, other direct costs.  Line items prices proposed by period compared to the Government estimate are a key indicator of realism, reasonableness and/or unbalanced prices.  (See also the attachment 2 document entitled ‘USING GOVERNMENT ESTIMATES AND TECHNICAL PROPOSALS TO PERFORM PRICE ANALYSIS FOR COMPETITIVE FIRM FIXED PRICE SERVICE CONTRACTS’, prepared by AETC LGCQ, Georganne Roberts.)   

What to Look For and Do

The cost/price analysis reviewer should look for unrealistically low or high proposals in comparison to the Government estimate.  The use of market survey data, current (prior) contract data and other offeror proposal comparison is encouraged in performing the analysis.  The offerors should be advised of dramatic differences by evaluation notices, particularly for staffing levels, during the course of discussions.  (See also the attachment 2document entitled ‘USING GOVERNMENT ESTIMATES AND TECHNICAL PROPOSALS TO PERFORM PRICE ANALYSIS FOR COMPETITIVE FIRM FIXED PRICE SERVICE CONTRACTS’, prepared by AETC LGCQ, Georganne Roberts.)   

AETC GENERAL POLICY ON SERVICE ACQUISITION GOVT ESTIMATES OVER $100,000:  
A detailed and reliable Government Estimate is required, including written rationale and worksheets, as appropriate, (signed and dated by the preparer and contracting officer).  Any Variations to the detailed Government Estimate requirement for Service Contracts in AETCFARS 5315.404-1(b)(2)(v) would be subject to AETC LGC approval in advance of RFP review.   The government estimate, as required by 5315.404-1(b)(2)(v), shall be submitted for review by HQ AETC/LGCQ.  

GOVT ESTIMATE-VERIFYING-Chart 11


Actions to Resolve Differences

To the Offeror- The offerors should be advised of dramatic differences by evaluation notices, particularly for staffing levels, during the course of discussions.  


To the Requiring Activity-Questions.  (See also the attachment 2 document entitled ‘USING GOVERNMENT ESTIMATES AND TECHNICAL PROPOSALS TO PERFORM PRICE ANALYSIS FOR COMPETITIVE FIRM FIXED PRICE SERVICE CONTRACTS’, prepared by AETC LGCQ, Georganne Roberts.)   

•How was the Estimate Made?
•What Assumptions were Made?
•What Information and Tools were Used?
•Where was the Information obtained?
•How did Previous Estimates Compare to the Price Itself?

Recommend resolving specifically the manning and other direct costs differences



GOVT ESTIMATE-DETAILED BREAKDOWN-Chart 12


Element by Element

The Government estimate should be reasonable, hence reliable, being based on estimated cost of resources a prudent contractor (person) will incur in the performance of a contract (conduct of competitive business).  (See also the attachment 3 TRADOC PAMPHLET 715-6, INDEPENDENT GOVERNMENT ESTIMATE PREPARATION GUIDE.) 

The following are examples of major elements of cost/price that should be considered (See also the attachment 3 TRADOC PAMPHLET 715-6, INDEPENDENT GOVERNMENT ESTIMATE PREPARATION GUIDE.):

  Labor 
–Manning (Number and Type of Skills Required) & Wages
–Burden /Fringe (Non-Productive, Fringe (Health & Welfare), Taxes, workmen’s 
compensation, insurance, retirement funds, etc.
 Other Direct Costs
–Supplies, Equipment, Transportation, Travel, Uniforms, Miscellaneous Services & 
Subcontracts, etc
–Other Overhead, if any.
  
  General and Administrative

  Profit/Fee

GOVT ESTIMATE-DETAILED GOVT ESTIMATE-Format-Chart 13



Construction and A&E:

For construction, see FAR 36.203 and for architect and engineering, see FAR 36.605.  There are a couple of examples generally available, see AF FORM 3052, form example at attachment 4.  Instructions come with the form, see attachment 5.  Also, please see the attachment 6, AFCESA cost model which is available at the AFCESA Tyndall AFB web site.

Services:
	
The following worksheet examples of detailed services acquisition Government estimates are attached (all numbers in the examples are for illustration purposes only and are intended to be for training examples only.  All Government estimate numbers should be accompanied by a document with rationale for the estimate made.):

Painting-Attachment 7(See also the attachment 3 TRADOC PAMPHLET 715-6, INDEPENDENT GOVERNMENT ESTIMATE PREPARATION GUIDE for reference to details of some of the example numbers used.) 

Food-Attachment 8-Example numbers and notes are included on the worksheet and is the example used on the training charts.  
		A rationale should be provided with the estimates.
	General-Attachment 9-Example numbers and notes are included on the worksheet.  
		A rationale should be provided with the estimates.
	Maintenance-Attachment 10-Example numbers are included in the worksheet.
A rationale should be provided with the estimates.
Custodial-Attachment 11-Example numbers and notes are included in the worksheet. 
A rationale should be provided with the estimates and an example of a type of rationale is presented in the following.
	
GOVERNMENT ESTIMATE-CUSTODIAL EXAMPLE-Charts 14 THROUGH 21

INSTRUCTIONS FOR DEVELOPING A DETAIL GOVERNMENT ESTIMATE:

The detail Government Estimate should be segregated by contract line item with sufficient detail to permit a cost/price analysis or cost realism analysis when comparing to an offerror’s proposal.  Recommend attaching cost element breakdowns for each line item and each period of performance.

When more than one line is required, summary total amounts covering all line items and periods of performance should be furnished.

Examples of things to consider:

(a)  The quantities and kinds of material proposed;
	(b)  The need for the number and kinds of labor hours and the labor mix;
	(c)  The special tooling and facilities proposed;
	(d)  The reasonableness of proposed scrap and spoilage factors;
	(e)  Any other data that may be pertinent.

Below is an example of a custodial requirement that may also be used as a guide in developing reliable cost estimates.  Additionally provided is the Excel Worksheet example of the custodial estimate, Attachment 11.
		Example of Detail for Custodial:
Detail Government Estimate Example, Custodial Services 1 Oct XX - 30 Sep XX

		ELEMENTS		AMOUNT		NOTE
		MATERIALS		$  20,000		   1
		DIRECT LABOR	  440,320		   2
		Health and Welfare	  121,846		   2
		Payroll Taxes and Ins	    55,760		   2
		INDIRECT COSTS	  361,290		   3
		OTHER COSTS	  131,780		   4
		   TOTAL COSTS     $1,130,996
		PROFIT		     49,961   		   5
		  TOTAL PRICE       $1,180,958
Breakdowns should be provided of the following basic elements of cost:

Materials-Provide a consolidated priced summary of individual material quantities included in 
the various tasks, orders, or parts, components, assemblies, and services to be produced or performed by others.  For all items proposed, identify the item and show the source, quantity, and price.

	Example of what to Do:
	NOTE 1 - MATERIAL
The material quantity and costs were developed based on estimated square footage and frequency of cleaning requirements shown in RFP Section XXXX.  There are approximately 150,000 square feet of carpeting and 300,000 square feet of tile that will require daily cleaning and tile will be stripped twice a year.  A minimum of two price quotations were obtained from independent suppliers for all material.
		BILL OF MATERIAL			
	   ITEM	  QTY			VENDOR	UNIT COST	   TOTAL
	Wax		  30	Drums		Lowbid	  $   300	  $ 9,000
						Notlow	  $   310
	Detergent	200	Gals		Lowbid	  $     10	  $ 2,000
						Notlow	  $     11	
	Stripping Pad	 10	Cases		Lowbid	  $     75	  $    750
						Notlow	  $     80
	Buffing Pad	 12	Cases		Lowbid	  $    100	  $ 1,200
						Notlow	  $    110
	Plastic Bags	 50 	Cases		Lowbid	  $     50	  $ 2,500
						Notlow	  $     55
	Shampoo	100	Gals		Lowbid	  $      5	  $    500
						Notlow	  $      6
	Brushes, Bowl  50	Ea		Lowbid	  $      2	  $    100
						Notlow	  $      3
	Bowl Cleaner	 25	Cases		Lowbid	  $     10	  $    250
						Notlow	  $     11
	Paper Towels	50	Cases		Lowbid	  $     50	  $ 2,500     
						Notlow	  $     55
	Toilet Paper	20	Cases		Lowbid	  $     50	  $ 1,000
						Notlow	  $     55
	Mop Heads	75	Each		Lowbid	  $	2	  $   150
						Notlow	  $	3	  
	Mop Handles	25	Each		Lowbid	  $	2	 $     50
						Notlow	  $	3		  
			Total Material				         $ 20,000			
					
Labor-Provide a time phased (e.g., monthly, quarterly, etc.) breakdown of labor hours, rates, and 	cost by appropriate category, and furnish bases for estimates.

	Example of what to DO:
	NOTE 2 - LABOR
A requirement for four labor categories exists for the proposed 12 month period - project manager, supervisors, steno/clerk, and janitors.  Work is a normal 40 hour work week which calculates to a 2,080 hour work year for a 12 month period (this should be checked to the calendar period for each year to verify the number of hours per year as they can vary from 2080 to 2096, etc.)
			October 1, XXXX THRU September 30, XXXX

	a.  PROJECT MANAGER.  This is a contract requirement to assure that the contract terms and conditions are in compliance, and a responsible contractor representative is always available to coordinate with the contracting officer.  An annual salary of $36,000 ($3,000 monthly) is estimated for one program manager.  

	b.  SUPERVISORS.  Because of the number and location of buildings to be cleaned, two crews are necessary and require commensurate supervision.  A proposed annual salary of $30,000 ($2,500 monthly) for two supervisors or a total of $60,000 is estimated.

	c.  STENO/CLERK.  This employee will administratively assist the project manager and manage the office.  An annual salary of $24,000 ($2,000 monthly) is estimated.

 	d.  JANITORS.  The total square footage to be cleaned is estimated at 450,000 square feet.   We estimate that each janitor can handle 18,000 square feet which equates to a janitor requirement of 25 employees for a five day week. 

	Basic Pay = $6.16 Hourly Rate  (If relying on current wage determination, add H&W benefits to the wage determination labor rate.)
	
	2,080 hrs per year X $6.16 = $12,812.80 for 12 months X 25 employees = $320,320

	e.  VACATIONS AND HOLIDAYS.  No vacation pay is reflected in this basic year since the Wage Determination stipulates a one year requirement to earn it.  Holidays are paid, but no work is required.
					PAY RECAP
	Project Manager		  $  36,000
	Supervisors			  $  60,000
	Steno/Clerk			  $  24,000
	Janitors			  $320,320
			TOTAL	$  440,320

	1/4	(Oct - Dec XX)	$  110,080
	3/4	(Jan - Sep XX)	$  330,240

f. HEALTH AND WELFARE.  This cost element covers the health and welfare benefits for non-exempt personnel in accordance with the current wage determination which in 2001 was $2.02 applied to the paid hours.  Health and Welfare for non-exempt was updated to $2.15 in 2002.  For exempt employees (usually supervisory) the rate is usually higher.  If there is information available for an exempt rate, apply it and give the rationale, otherwise the use of the current determination rate should be acceptable.  The Government estimate should use available current rate information.

	g.  PAYROLL TAXES AND INSURANCE.  This cost element covers four areas:
					1/4 XX YR		3/4 XX YR
FICA			Base/Rate	$63,000/7.65%	$64,000/7.7%
Federal Unemployment		Full Year		$7,000/.8%   FUTA
State Unemployment	Base/Rate	Full Year		$7,000/2.7% SUTA
Workmen’s Comp	Base/Rate	All Wages/1.5%	Same
Gen Liab Insurance	Base/Rate	All Wages/1.9%	Same
		(1)  FICA.  The FICA maximum was not reached by any employee, therefore:

			1/4 XX YR  $110,080 X 7.65% = $ 8,421
			3/4 XX YR  $330,240 X 7.7%   = $25,263
				TOTAL FICA		       $33,684

		(2)  SUTA/FUTA.  

SUTA (2.7%) + FUTA (.8%) = Unemployment Tax (2.78%) 

						FUTA     = $1,624
						SUTA     = $5,481

		(3)  WORKMEN’S COMPENSATION.  This insurance covers injuries on the job and all wages may be subject to the rate.

			$440,320 X 1.5% =  $6,605

		(4)  GENERAL LIABILITY ON WAGES.  Property damage, bodily injury and other insurance requirements are included.

			$440,320 X 2.765% =  $8,366

PAYROLL TAXES AND INSURANCE (PTI) RECAP

				FICA			$33,684
				FUTA			$  1,624
				SUTA			$  5,481
				Workmen’s Comp	$  6,605
				Gen Liab Insurance	$  8,366				  						TOTAL PTI    $55,760

Other Overhead-Indicate how the cost was estimated, including cost breakdowns, and showing trends and budgetary data, if any, to provide a basis for estimating the reasonableness of proposed rates.  Indicate the rates used and provide an appropriate explanation.
	Example of what to Do:

	NOTE 3 - INDIRECT COSTS-OVERHEAD/GEN & ADMIN

The overhead and general and administrative expense items are functional costs and expenses necessary to the business operation.  The total proposed expense is $361,290.

INDIRECT COST RECAP
	a.  Depreciation-Custodial Equipment			$ 4,590
	b.  Uniform Rental & Cleaning				$19,500
	c.  Office Expense						$72,000
	d.  Legal and Audit						$48,000
	e.  Telephone Lines						$ 7,200
	f.  Travel							$27,600
	g.  Local Office Rental					$60,000
	h.  Vehicle Operation						$62,400
	I.  Home Office Expense					$60,000
					TOTAL INDIRECT COST  $361,290
					Percentage of Direct Labor	  82.05%		
						(W/O PTI)

	a.  DEPRECIATION.  The proposed custodial and other equipment is charged at cost and depreciated at a 2 years expected life and 10% salvage value.  We have purchase orders from last year supporting the costs for similar items.  These are the costs we use in our budget projections.

 	  TYPE			QTY		  U/C		TOTAL
	Buffers				  8		$  500		$ 4,000
	Vacuums			  6		$  300		$ 1,800
	Wet Vacuum		 	  1		$  500		$   500
	Bucket w/Wringer		 10		$  100		$ 1,000
	Maid Carts			 10		$  100		$ 1,000
	Trash Barrels			  6		$    75		$   450
	Trash Carts			  4		$    50		$   200
	Shampoo Machine		  1		$1,250		$ 1,250
			TOTAL EQUIPMENT		           $10,200
			Less Salvage Value 10%			$  1,020
			Balance for Depreciation			$  9,180	
			Expected Life	- 2 Years = Annual Depr	$  4,590

	b.  UNIFORMS.  The estimate for uniforms is three rentals (including cleaning) per week for each janitorial employee.  The cost for uniforms is based on our current contract with the lowbid supplier.  Two years ago the cost was $2 and each year since the cost has gone up to the current $5.00.  Our budgetary projections are using a $1 increase for future years.
	$5.00 per Uniform X 3 X 52 weeks = $312 Per Janitor X 25 = $19,500	
	c.  OFFICE EXPENSE.  The office expense includes office equipment such as radios, computers and supplies.  These costs are based on the last accounting period.  We project the cost similarly for all other projects.
	Equipment Rental		$2000	X	12 Months	$24,000 
		(3 Radios w/ Base Station and 2 Computers)		

	Office Supplies		$1,000	X	12 Months	$12,000
	Computer Paper		$3,000 X	12 Months	$36,000
			TOTAL OFFICE EXPENSE		           $72,000

	d.  LEGAL AND AUDIT.  The costs estimated are accounting and legal services.  These costs were running $1,000 per month two years ago and have increased $500 per month over the last two years because of our growing business.  We are currently budgeting the cost to remain the same for all our projects over the next two years.

	Accounting Service		$2,000	X	12 Months	$24,000 	
	Legal Service			$2,000	X	12 Months	$24,000
			TOTAL LEGAL AND AUDIT	           $48,000

	e.  TELEPHONE LINE.  The cost of a commercial line is $200 monthly including long distance.  The phone service cost has been going up $10 per month over the past five years to the current $200 for all our projects.  Our budget projections are using a $10 per month increase over the next five years.
					$200	X 3 X	12 Months	$ 7,200

	f.  TRAVEL.  A travel allowance for manager’s personal vehicle, liaison travel to the PCO and home office and air fares is included.  Our experience on vehicles has been $.30 per mile, but do to problems with the vehicles, we recently upgraded to more reliable vehicles and service facilities to prevent time consuming roadside breakdowns.  For vehicles, we currently project $.40 per mile over our two contract period with the current supplier.  For air fares, we maintain a contract with a travel agent for travel on short notice, therefore we have used the current budgetary projection for the next two years. 

		Manager’s Vehicle	$.40 X 1,000 Mis X 12 Mos	$ 4,800
		Liaison Vehicle	$.40 X 1,000 Mis X 12 Mos	$ 4,800
		Air Fares		3 Per Month @ $500 X 12	$18,000
			TOTAL TRAVEL			          $ 27,600
	g.  LOCAL OFFICE RENTAL.  An office space of 5,000 square feet at the Executive Business Park is scheduled for lease since the Government was unable to provide office space.  The office space allows for expansion and all functions that we need with our employees and home office visitors.  Past experience of $2,000 per month in other projects has proven to be inadequate to support all personnel needs.  Therefore, we are currently projecting $5,000 per month corporate wide for all projects on office space. 
					
					$ 5,000	X  12 Mos	$60,000	

	h.  VEHICLES RENTAL. Our experience on vehicles has been $.30 per mile, but do to problems with the vehicles, we recently upgraded to more reliable vehicles and service facilities to prevent time consuming roadside breakdowns.  For vehicles, we currently project $.40 per mile over our two contract period with the current supplier.
		Secretary’s Vehicle	$.40 X 1,000 Mis X 12 Mos	$ 4,800
		Supervisor Vehicles	$.40 X 2,000 Mis X 12 Mos	$ 9,600
		Janitor Vehicles	$.40 X 10,000 Mis X 12 Mos $48,000
			TOTAL VEHICLES				$62,400

	i.  HOME OFFICE.  This contract will represent 10% of total corporate sales and will result in additional administrative costs at the home office level.  The 10% is used for all projects.
		Current Home Office Expense	$550,000
		Increase to Home Office Expense	   50,000  
			Total Home Office Expense	$600,000
		Less 90% of Other Business		  540,000
			Net Home Office Expense	$ 60,000  For this Project
Note:  Elements of these costs could be listed separately as a G&A rate.

Other Costs-List all other costs not otherwise included in the categories described above (e.g., 	special tooling, travel, computer and consultant services, preservation, packaging and 	packing, spoilage and rework, and Federal excise tax on finished articles) and provide 	bases for estimates. 

	Example of what to DO:
_	NOTE 4 - OTHER COSTS
	a.  Overtime							$22,016
	b.  Mobilization Time						$22,016
	c.  Down Time						$22,016
	d.  Training							$22,016
	e.  Employee Morale						$22,016
	f.  Recruitment Costs						$ 1,200
	g.  Replacement of Gov’t Equipment				$10,000
	h.  Special Shoes						$  2,500
	i.  Cleaning Supplies						$  2,000
	j.  Subcontract							$  6,000
			TOTAL OTHER COSTS		          $131,780
	a.  OVERTIME.  We estimate overtime cost to be 5% of the base labor cost of $440,320.
	b.  MOBILIZATION.  We estimate mobilization cost to be 5% of the base labor cost of 			$440,320.
	c.  DOWN TIME.  We estimate down time cost when employees can not perform their 			tasks because of reasons beyond our control to be 5% of the base labor cost of 			$440,320.
	d.  TRAINING.  We estimate training cost to be 5% of the base labor cost of $440,320.	
	e.  EMPLOYEE MORALE.  We estimate employee morale function cost to be 5% of the 			base labor cost of $440,320.
	f.  RECRUITMENT COSTS.  We estimate $200 monthly to recruit new employees 		for replacement of employees.
	g.  REPLACEMENT OF GFE.  We estimate that Government equipment that will be 			available for use is $100,000.  The estimate to replace GFE is 10% of the 				value.
	h.  SPECIAL SHOES.  The janitors need special non-skid shoes which cost $100 a pair.
	i.  CLEANING SUPPLIES.  We estimate replacement cleaning supplies at 10% of the 			$20,000 of material cost shown above.
j.  SUBCONTRACTS, COMPUTER AND CONSULTANT SERVICES.  We estimate 		assistance in peak periods each month for the office staff and 		janitorial crew when they can not keep up with the workload.  The bid from a 	 	local service is $500 per month.

	NOTE 7.  PROFIT.

Explain the judgmental factors applied and the mathematical or other methods used in the estimate.  It would be acceptable to apply the weighted guidelines development of profit at DFARs 215.404-70. http://farsite.hill.af.mil/VFDFARA.HTM

DETAILED GOVERNMENT ESTIMATE-CONCLUSION-Chart 22
SERVICE ACQUSITIONS OVER $100,000

Detailed Government Estimate-Services Acquisitions:

•A detailed reliable Government estimate shall be in the File in Every AETC Services Acquisition When the RFP is Issued (Over Simplified Acquisition Threshold) and must accompany the file to HQ AETC LGC when RFP review is required at that level.
•A detailed Government estimate shall be done for each line in a multiple line item services acquisition and for each period of performance of the services acquisition over $100,000.
•The detailed Government estimate for Services Acquisitions over $100,000 shall be a reliable estimate of the acquisition value.

AETC GENERAL POLICY ON SERVICE ACQUISITION GOVT ESTIMATES OVER $100,000:  
A detailed and reliable Government Estimate is required, including written rationale and worksheets, as appropriate, (signed and dated by the preparer and contracting officer).  Any Variations to the detailed Government Estimate requirement for Service Contracts in AETCFARS 5315.404-1(b)(2)(v) would be subject to AETC LGC approval in advance of RFP review.   The government estimate, as required by 5315.404-1(b)(2)(v), shall be submitted for review by HQ AETC/LGCQ.  

Other Government Estimates:
•For construction and A&E, see FAR Part 36.
•For other acquisitions, see FAR Part 12 and 15.
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