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Record Type: Record

To: David C. Childs A-76comments/OMB/EOP@EOP

cc: Scott Rawls <rawlss@abacusokc.com>
Subject: Review of draft OMB Circular A-76

REFERENCE: 19 Novenber, 2002 Federal Register Notice - Proposed revision
to Ofice of Managenent and Budget Circular No. A-76, Performance of
Conmercial Activities

M. Childs,

Al t hough we were not specifically requested to review the new circular, we
bel i eve our extensive experience in the A-76 arena qualifies us to provide a
t horough revi ew and constructive conments.

As requested, our comments are attached and included in the body of this
emai | .

Shoul d you have any questions or wish to contact us regardi ng these
conmments, please do not hesitate to contact either nyself or M. Raw s.

Duane Curry

Deputy Director, Conmpetitive Sourcing

Abacus Technol ogy Corp

937-429- 1946
curryd@bacusokc. com <nmai | t 0: curryd@bacusokc. conp
2701 Liberty Parkway Suite 302

M dwest City, OK 73110

Scott Rawl s

Director, Conpetitive Sourcing

Abacus Technol ogy Corp

937-431- 3639

rawl ss@bacusokc. com <mmi | t o: r awml ss@bacusokc. comr
2701 Liberty Parkway Suite 302

M dwest City, OK 73110

Abacus Technol ogy Corporation has been assisting the governnment in

the Conpetitive Sourcing arena for alnost five years and we consider A-76 to
be one of our core conpetencies. Additionally, many of our analysts have
personal A-76 experience well beyond that of the conpany. For these
reasons, we believe you will find our comments both insightful and
reasonabl e.

W applaud OVB for attenpting to shorten the unduly |ong process of
conducting these studies, although the proposed twelve nonths may be
unreasonabl e given the current environment. W firmy believe that prior to
i mpl enentati on of the new circular, government agencies nmust revise their
internal A-76 guidance to relax the requirements on the MEO Team
specifically the required docunentation

Si ncerely,



Duane Curry

COMMENTS ON AND

PROPCSED REVI SI ONS

TO

OVB Cl RCULAR (QOVBC) A-76, PERFORMANCE OF COWWERCI AL ACTI VI TI ES
Federal Register Notice, Novenber 19, 2002

Attachment B, paragraph B.1. WII the Agency's status as "directly
interested” also allow the ATOto protest a decision through GAO or sinmply
appeal ?

Attachment B, paragraph C 2.a.(12). Below are two exanples of instances
where the cost of security clearances could be significantly different for
public and private conpetitors. While we understand the difficulty in
determ ni ng the nunber of new cl earances required, the cost of obtaining new
security clearances can be high, and could easily swing the conpetition. W
bel i eve the costs should not be ignored. Using the phil osophy "even the MEO
is assuned to be an entirely new organi zation" is not sufficient, as this
phil osophy is not applied to other areas of the costing (e.g. severance pay
cal cul ations, etc.).

The differences in the cost of security clearances would be based | argely on
t he makeup of the current organization - nostly nmilitary, nostly civilian
nunber of sub-contracts, or a good mix of the three. Again, we suggest OVB
shoul d devel op an estimating procedure to determ ne these costs.

Attachment B, paragraph C 2.a.(13) References paragraphs C 6.b.(2) &
C.6.d.(2). W cannot find these references. The reference to paragraph
C.6.b.(2) mght be C.5.b.(2), but the other reference (C.6.d.(2)) is totally
unknown.

Attachnment B, paragraph C 3.a.(2). This paragraph states that the in-house
of fer consists of the MEO, in-house cost estimate, etc. "MEQ' is defined as
the "staffing plan" for the new organi zation. Attachnent B, paragraph
C.3.a.(4) further states the MEOis not the current organization, but a
product of reengineering, etc. Thus, the MEOitself is nmerely the end
result of the changes, or, as stated above, the staffing plan. However,
nost agencies currently require a Managenent Plan built by defining the
current organi zation, describing changes to it, and then describing the new
MEQ. To avoid confusion, please clarify that the entire Managenent Plan is
not submtted to source selection, but nerely the MEO (staffing). The rest
of the Agency Tender (responses to Sections L, M etc.), would clarify the
MEQO s ability to performthe work. Also, please see our coments regarding
devel opnent of a Managenent Plan in Iight of the new tinme-franes.

Attachment B, paragraph C. 6.a.(1). |If the only information released is the
SCF and the Agency Tender, on what basis can the in-house offer appeal a
private sector's conpliance? That is, what docunentation will be nade

avail abl e for review on which to base the questions?

Attachnment B, paragraph D.1. States, "Wen job openings are created by a
conversion to contract or public rei nbursable performance and t he enpl oyees
on this list are deened qualified by the HRA for these job openings, the

sel ected source contractor or public reinbursable shall be required to offer
enpl oyment to these enpl oyees..." How can the HRA deternmine qualifications
of enpl oyees for contractor positions? WII the contractors be required to
submit position descriptions for every position and submit themw th his/her
offer? Doesn't this open the door for non-perfornance i ssues? For

i nstance, the HRA determ nes an enployee is eligible and through the ROFR
forces the contractor to hire said enployee. |If that enployee fails to
perform isn't the HRA (thus the governnent) responsible for the

non- per f or mance.



Attachment E, paragraph B.1l.c. States the 1776 productive hours excl udes
"...admnistrative leave, training and other..". Do the "training" hours
that are excluded include only common training (e.g. EEO, safety, etc.), or
an average of all training (e.g. specific job related training like confined
space training, refresher training on new equi pnment, etc.)?

Attachnment E, paragraph B.2.d. It is unreasonable to force inflation to the
end of the a performance period. It is not uncomon for the MEO to receive
certified estimtes fromlocal vendors and to include those costs in the
MEQ. Wiile we understand the rationale that the actual purchase date for
mat eri al s/ supplies is unknown, in this case, it is known. For instance,

assune the MEOw ||l require a new piece of equipnment. A local vendor agrees
that it will sell that piece of equiprment to the government for $1000 on the
start date of the contract. |If this price is inflated to the end of the

performance period, the cost reflected against the MEOis nore than $1000 it
will actually cost. Also, conmercial bidders would not inflate their

esti mates under similar circunstances. W suggest adding the follow ng
comment, or sonething simlar, to the paragraph. "If the MEO has a signed
agreenent for purchase of an itemat a specific cost, the actual cost of the
item nay be used without inflation."

Attachment E, paragraph B.2.d. Suggest adding a note not to inflate "Plug
Costs" fromthe solicitation. These are costs the contracting office

desi gnates, and all bidders use the sane costs, not inflated. The current
versi on of wi nCOWPARE does not inflate them but a note should be added to
clarify the point.

Attachment E, paragraph B.3.9g.(2) There has been confusion recently over
the term "Federal Enployees". W understand it to nmean "Civil Service
Enpl oyees", but have been told by sone installations that the termal so
covers Mlitary Enployees, which are in fact enployees of the federa
governnment, and thus are federal enployees. Attachnent B, paragraph
C.3.a.(4) seenms to preclude contracting work perforned by any in-house
resource. Wen these two references are taken together, the inpression is
that the term Federal Enpl oyee does indeed apply to mlitary nenbers as
well. Please clarify.

Attachnment E, paragraph C.5.b. & C.5.c. Wy is the SSA cal cul ating one-tine
costs? Currently, the in-house team conputes these costs (for w nCOVPARE
users, severance pay is automatically conputed). Also, is the one percent
"Rel ocation, Retraining, and O her Costs" factor waiverable (reference

par agraph Attachment E, paragraph B.4.b., which allows a waiver to the 12 %
overhead factor)?

Attachment E, paragraph C.6.b. 1In the interest of fairness, the entire net
book val ue of a sold or transferred asset should not be subtracted fromthe
private sector's bid. If an itemhas 10 years left on it's useful life, and

the conpetitionis for a 5 year period, the MEO woul d only have had use of
the asset for the first 5 years. Therefore, the final 5 years of

depreci ation and any residual value should not be subtracted fromthe

of feror's bid.

Attachnment E, paragraph D.2.a. Wile we understand the rationale that New
Requi renent s and Expansi ons are considered as private sector operations, it
is not reasonable to consider the conversion differential against the

i n-house bid. |If looked at froma literal point of view (going fromprivate
sector performance to in-house performance by definition), it would first
appear the conversion differential should be applied against the in-house
of fer. However, consider the purpose of the conversion differentia
(Attachnent E, paragraph A . 4.), which states that it "... precludes
conversi ons based on margi nal estinmated savings and captures
non-quantifiable costs related to a conversion such as disruption and
decreased productivity". |In the case of a new requirenent, the reality is



no one is currently perfornmng the function, so there is a conversion under
both scenarios (either to contract or to the MEQ. Thus, in this instance,
the conversion differential should be a commbn cost. In the interest of
keeping a level playing field, it is unfair to the in-house offer to
consider a cost based solely on a definition and ignore the reality of the
situation.

M | est ones:

In order for the newtinelines to be net, the criteria set forth in
Attachnment B, paragraph C nust be followed. 1In the conduct of nany studies,
spanni ng nany agencies, the single greatest cause of nilestone slippage is
the failure to properly plan the study prior to announcenent. The
addition/renoval of functions fromthat originally announced, as well as
changi ng rul es of engagenment, cause constant rework, which in turn causes
mlestones to slip. As an exanple, please reference Attachment E, paragraph
B.3.9g.(2) of the new Handbook. |t states that functions can be renoved from
a study, and the solicitation nodified, if an agency w shes to directly
convert some the work in that function. This type of change requires rework
of the PWs and the RFP, and since the MEO is likely underway fromthe

begi nni ng, the Managenent Plan also. It is inperative that proper up-front
pl anni ng be done to avoid this situation

Anot her related cause of milestone slippage is not releasing the draft RFP
and PWs. Early rel ease of these draft docunents all ows coments/questions
to be addressed early in the process. Historically, the sheer volume of
comments, as well as the nature of the comments, has caused del ayed rel ease
of final docunents, thus causing all subsequent mlestones to slip. One

nmet hod of hel ping ensure tinely rel ease of the PW5 i s have agenci es begin
wor kl oad data collection as soon as a function is identified on the FAIR Act
Inventory as "studiable". Enough exanpl es exist of proper workload, that
nost functions shoul d have no troubl e begi nning data collection. This would
all ow the PW5 team access to "good" workload data fromthe begi nning.

Additionally, in order to fully conply with the new tinmelines, OVB and/or
agenci es nust set policy in place regarding rules of conduct. For instance,
what information is/is not releasable to the MEO Team and when. All bidders
(both in-house and commercial) can start devel oping their proposals upon
publ i c announcenent of the study; however, the MEO Teamis responsible for
docunenting the current organi zation, and for describing changes to the
current organization in order to inplenent the MEQ as well as devel oping a
bid. This is a requirenent not |evied on conmercial bidders, and requires
access to information | ong before rel ease of the RFP/PWs. However, many
agenci es, because of the GAO "Jones-Hill" ruling, are reluctant to share
infornmation with the in-house teamprior to release of that infornation to
the public. And typically, they will hold that information until rel ease of
the RFP/PWs. W strongly encourage agencies to publish all "current

organi zation" information with the public announcenent, thus allow ng the
MEO Team to begin the docunentati on process. The infornation required

i ncludes, at a minimum current authorized and assigned staffing,

organi zation charts, list of vehicles/equipnent currently used (regardl ess
of whether or not they'll be provided as G-P), historical overtine by
position, historical travel and training requirenments (regardl ess of whether
they' Il be required), activity based costing information, and sub-contracts
currently in use (regardl ess of whether or not they'll be provided). This
information is needed to justify the changes required to inplenent the MEQO
Further, as nentioned above, we strongly encourage OVB/ Agencies to rel ease
draft RFP/ PW5S docunents well in advance of final release. This allows the
MEO Team as well as conmercial bidders, to begin preparation of proposals,
and to ask questions early enough in the process to get viable answers.

As stated above, the tineframe fromrelease of the final RFP and PWs to
Tentative Decision is 4 nonths. Source Sel ection, especially on a |arge
study (for instance, |arge whol e-base studies involving thousands of FTEs



and dozens of diverse functions), can take nmany nonths, but for these
purposes let's assunme it can be trimed to 3 nonths. That |eaves only 1
month to conpl ete the Managenent Plan. The Managenment Study Teamis tasked
with tracking (in mnute detail), the staffing required for the MEO. This
includes a direct tie to the workload in the PW (another task not |evied on
other bidders). It takes tinme to develop this direct |ink between the PW5
and the MEQ leaving no time to use the tools listed in attachnent B
paragraph C 3.a.(4), which in thenselves take time to use. Bottom /i ne:

t he i n-house organi zation should not be required to develop a nore detail ed
product than other bidders. |Indeed, given the timefranmes in the new
Crcular, it would be inpossible for in-house teans to conply with current
agency requirenents for a detail ed Managenent Plan that tracks the changes
fromthe current organization to the new in such detail

Can we assume fromthe lack of mention that the Independent Revi ew process
is no longer required? |If not, that too nust be considered in the 4-nmonth
tinmeframe fromfinal PWs to Tentative Decision

Finally, we contend, contrary to nost governnent agencies, that is not so
nmuch t he nunber of FTEs being studied that should dictate tinefranes, but
nore the nunber of functions being studied. A Supply function with 100 FTEs
involves little nore than a Supply function with 20 FTEs. However, a study
i nvol ving a Supply function of 20 FTEs, a Transportation function of 20
FTEs, and an Infornmation Technol ogy function of 20 FTEs is nuch nore

i nvol ved than any single function, regardl ess of size. W encourage OMB to
consi der this when establishing tinefranes.

- winmail.dat





