Independent Government Estimate (IGE) Primer

OVERVIEW
The IGE is a cost estimate developed by the government technical activity, based on the requirements (Supplies, Performance Work Statement (PWS), Statement of Work (SOW), or other specifications), and without the influence of potential contractors’ (marketing) efforts.  The IGE represents the resources & cost of resources a prudent contractor would incur in the performance of the particular contract.   They are required for all acquisitions at varied dollar levels.  The type & complexity of the IGE will depend upon the dollar value & complexity of your acquisition. Here are the key areas where an accurate IGE in invaluable:
- Contracting:  The IGE’s primary function is to provide contacting officers with an unbiased realistic cost estimate for what is being purchased and ultimately ensured that the final contract price is fair and reasonable.  Throughout the life of the acquisition, it provides a basis for the contracting officer to evaluate and negotiate contract proposals.
- Acquisition Management:  Used to justify, defend, make trade-off decisions, and manage their acquisitions throughout the life cycle of the requirement.
- Resource Management:   Best estimate available to resource managers for actual resource requirements to include budget control, budget forecast and historical cost data.

Development of the IGE is the responsibility of the requiring activity.  When requested, Contracting can provide assistance.  Preparation of the IGE will also require coordination with other installation functional personnel from all areas directly affected by the acquisition. NOTE:  All IGEs are For Official Use Only and are not releasable to any individual or company outside the acquisition team.  

DISCUSSION
-  FAR Part 7 Acquisition Planning – Implements the requirement for a statement of need and budget projections, both of which require a sound independent government estimate for accurate planning.  
-  FAR Part 12 Acquisition of Commercial Items – IGE’s play a role in determining whether commercial contract prices are fair and reasonable.  This is mostly completed through price analysis which consists of comparing of the overall proposed price with the IGE.
-  FAR Part 15 Contracting by Negotiation – IGE’s play a role in determining whether contract prices are fair and reasonable.  This is mostly completed through cost analysis techniques by breaking out the overall price and comparing this breakout with the IGE.  Some of these cost analysis techniques are:
-- Market Analysis (examining market survey information (contracts, vendor quotes, catalogs etc for comparison of trends & offered prices)
-- Price Analysis (examining & evaluating a price without looking separately at the estimated cost elements & proposed profit)
-- Cost Analysis (element-by-element examination of estimated costs/proposed profit)
 -- Cost Realism (examining costs to ensure realistic approach typically involving review for unrealistic pricing, assumption of unreasonable risk, etc.)

   These types of analysis assist contracting officers in negotiating contractor proposals in any stage of the acquisition process. Use of market analysis and price analysis is used for our FAR 12 Commercial acquisitions, whereas the more complex cost analysis & cost realism are typically used on complex source selections.  

· Cost Estimation – Cost estimation is a field of expertise with practices ranging from very simple to very complex, depending on the complexity & value of the requirement.  Commercial cost estimates often come directly from published price lists obtained during the acquisition manager’s market research.  Cost estimation methods in larger acquisitions (systems, facilities, programs) become much more complex and are often a key factor in acquisition program development and management decisions.  Cost estimation in these cases requires well-defined requirements, extensive historical data and expert assistance from experienced cost analysis.

· Best Practices – The following are a set of IGE “best practices” that apply to all acquisitions:
-- Form a Team Early – Complex IGE’s require a team of stakeholders and expert.  
-- Use a Structured Approach – Define and document a structured approach.  This structure provides the baseline for many acquisition decisions and proposal submission guidelines.
-- Tailor IGE’s From Standard Format – Most acquisitions call for a unique combination of skills, materials, equipment, utilities, software/hardware, technological capabilities, intellectual properties, privileges, services, etc.  Using a logical approach and standardized spreadsheets or common application software will allow IGEs to be easily developed and electronically transmitted.
 -- Include overall program information on Program and POCs
 -- Use standard cost elements like Direct Labor Costs (preferably burdened), Other Direct Costs (materials, supplies, etc.), Overhead, General & Administrative (G&A – indirect expenses that include general & executive compensation & other supporting staff services) and Profit (Fee).  Do not include surcharges or contingency costs.
 -- Use multiple sources during market research not just one.

SUMMARY
An accurate IGE is critical to every acquisition. It can assist in defining/adjusting requirements, establishing an accurate budget and determining offeror’s/contractor’s prices fair and reasonable.  Remember that a fair & reasonable price is a price that equates to “fair” to BOTH the Government & the contractor, in consideration of the contract terms & conditions, & ultimately timely & quality level of the contract performance.  When offeror’s proposed prices deviate significantly from the IGE it may indicate unclear, ambiguous, or underdeveloped requirements; program structural problems; gold-plated requirements; or cost estimate deficiencies. 
   
TRAINING RESOURCES
· DoD Contract Pricing Reference Guides http://www.acq.osd.mil/dpap/cpf/contract_pricing_reference_guides.html
· Various  IGE Trg (Operational CONS Trg Team CoP)
            https://www.my.af.mil/afknprod/ASPs/DocMan/DocMain.asp?Filter=OO-PK-SP-  01&FolderID=OO-PK-SP-01-12-43&Tab=0
· 50 SW Requirements Package Checklists – Check out the templates & examples of IGEs fo your use in our Requirement’s Package Checklists! https://wwwd.my.af.mil/afknprod/ASPs/docman/DOCMain.asp?Tab=0&Filter=OO-PK-SP-05&FolderID=OO-PK-SP-05-24-1
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