OACSIM Competitive Sourcing Division Monthly Newsletter - April 2006

Greetings!

Our office is available to assist you with all aspects of the competitive sourcing process.  Let us know if you need our assistance.  We are here to help you.
As is happening throughout the Army, the Assistant Chief of Staff for Installation Management (ACSIM) is going through personnel transitions.  LTG David Barno has retired and a new ACSIM has been nominated, but not yet confirmed.  In addition, Ms. Jan Menig, Deputy ACSIM, announced her retirement and she will depart the ACSIM organization in May 06.  Dr. Craig College, who officially reports to the ACSIM on 4 May, will assume the Deputy ACSIM responsibilities.  We look forward to continued support of the Army's Competitive Sourcing Program by our new ACSIM senior leadership team.  
1.  News from the Office of the Secretary of Defense (OSD).  
      a.  Converting from Contract to Government Competitions.  OSD has indicated that they will not allow any competitive sourcing competitions from organizations wanting to compete on-going contract functions with the government.  The rationale for not doing this is that OSD Services and Agencies have not met their requirements in announcing functions to be competed during FYs 05 and 06.   Another reason for not allowing this type of competition is that OSD does not receive credit from the Office of Management and Budget (OMB) for the personnel that are competed.  Once the Services and Agencies have met their announced targets, it is possible that competitions from contract to government will be allowed.
      b.  Per OSD, organizations will use the attached templates to make a public announcement on FedBizOpps.gov of your public-private competitions.  All draft announcements must be submitted to ACSIM Competitive Sourcing Division (CSD) for processing.  
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      c.  As a reminder, OSD restated their guidance that when the Streamlined Competition Form (SLCF) and market research are used to determine SLCF Line 7, the conversion differential will not be calculated to determine if a solicitation will be issued.  The conversion differential will only be added/calculated when private sector bids or offers are the basis for the contract price on the SLCF.    

      d.  The attached document highlights the A-76 changes made in the Federal Acquisition Regulation.


[image: image2.emf]Federal Register  Notiice 19 Apr 06 06-3689.pdf


      e.  OSD anticipates publishing guidance on Section 8014 of the Department of Defense Appropriations Act (Health Care), Preliminary Planning, Streamlined Competitions (specifically addressing competition of contracted activities), and COMPARE costing in May 06.  Some of this guidance will be issued in draft format and you will be allowed to continue to follow current procedures.  However, once the guidance has been signed by OSD all Army organizations will be expected to comply with the guidance. 

2.  COMPARE.  OSD launched a new and improved COMPARE website on 3 Apr 06.  The COMPARE website address (www.compareA76.com) was not changed, but the site was updated to enhance the usefulness and effectiveness of the site for all COMPARE users.  Other changes were necessary to comply with Section 508*.  A summary of improvements follows:

· Improved organization and categorization of information on the site 

· Added shortcut links for quick access to frequently used areas 

· Improved search capability to search all site content 

· Added chronological search feature, e.g., shows updates made in last 7 days

· Reformatted table contents and version information in PDF 

· Reorganized helpdesk database, e.g., consolidated duplications, archived obsolete items

· Added capability for users to track the status of submitted questions 

· Expanded document libraries to provide more reliable browsing 

· Posted technical support articles for common concerns with software installation 

· Posted key agency A-76 costing policy and references on the site

*Section 508 of the Rehabilitation Act (29 U.S.C. 794d), as amended by the Workforce Investment Act of 1998 (P.L. 105-220), August 7, 1998

3.  Competitive Sourcing Tidings.  
      a.  Just a reminder that we need you to get your FY06 competitions announced.  We have received several requests for waivers to the 12-month standard competition time limit.  We are coordinating these requests as soon as they are received; however, do not let the coordination process hold you back from getting your competitions announced.  OSD is willing to deviate slightly from the Circular by addressing waiver requests after competition announcement when special circumstances arise.  The following Army Commands (ACs), Direct Reporting Units (DRUs), and Field Operating Agencies (FOAs) programmed the below number of spaces for announcement in FY06.  If our numbers do not match your current implementation plans, please notify our office immediately.  NOTE:  All competitions not announced in the 2nd Qtr, FY06 were moved to the 3rd Qtr, FY06 on the Army's Competitive Sourcing master implementation plan.   
	2nd Qtr FY06
	 

	AC/DRU/FOA
	SPACES
	REMARKS

	HRC
	220
	 

	MEDCOM
	29
	 20 spaces pending announcement

	OAA
	67
	 

	TRADOC
	69
	Announced

	IMA
	303
	 

	Total 2nd Qtr
	688
	 

	3rd Qtr FY06
	 

	HRC
	41
	 

	USACE
	545
	Approved HPO*

	AMC
	8
	 

	IMA
	642
	 407 spaces pending announcement

	Total 3rd Qtr
	1,236
	 

	4th Qtr FY06
	 

	TRADOC
	384
	 

	NETCOM
	213
	 

	MEDCOM
	252
	 

	IMA
	629
	 

	Total 4th Qtr
	1,478
	 

	Grand Total for FY06
	3,402
	 

	 
	 
	 

	Current Total Spaces Announced in FY06
	614
	Includes 545 HPO* spaces

	Remaining to be Announced in FY06
	2,788
	 


* High Performing Organization
         b.  As mentioned in last month's newsletter, the 2007 Installation Management Institute (IMI) training will be held at the Atlanta Hilton in Atlanta, Georgia, from 8-12 Jan 07.  The ACSIM CSD developed a draft agenda for the Competitive Sourcing (CS) Track and we are proposing presentations on the following:  OSD, Assistant Secretary of the Army (Installations and Environment), and Installation Management Agency perspectives on CS; A-76 Reduction in Force process; Preliminary Planning; Acquisition Actions/Performance Work Statement; Agency Tender; Post Competition Accountability; A-76 Contracting Process; FAIR Inventory; Legal Overview; Streamlined Competitions; Standard Competitions; COMPARE Overview; DCAMIS Overview; and a 2-hour open discussion session.  If you would like to recommend a topic, please forward an e-mail to 
nancy.tennis@hqda.army.mil.

         c.  The attached 5 Apr 06 Government Executive article indicates that Federal employees retained 90 percent of jobs placed up for competition with contractors under the Bush administration's competitive sourcing initiative in 2004, but only 60 percent in 2005.  
The second attachment is a 20 Apr 06 Government Executive article that is related to the    5 Apr article and also discusses how the number of federal jobs opened to contractors will increase in FY 06.        
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         d.  The FY2005 OMB report on competitive sourcing results can be found at http://www.whitehouse.gov/omb/procurement/comp_src/cs_annual_report_fy2005_results.pdf.  Attached below are the transmittal letter to Congress and the best value trade-off report mandated in the Treasury/Transportation Bill (Section 842).  

[image: image5.emf]Cheney Letter re  Competitive Sourcing Report 4-20-06.pdf
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         e.  The National Contract Management Association (NCMA) added to their NCMA website under the "Calendar of Events" a link to the new Lunch N Learn President's Management Agenda (PMA) website. This free valuable learning session is open to GS-13 thru GS-15 government personnel.  You can cut and paste this URL into your browser and save to your FAVORITES if you are interested in participating in these sessions.
http://arx9968.tripod.com/lunchnlearnseminarserieswashingtondc/
The NCMA website has "ONLINE REGISTRATION" link available at the same location under Calendar of Events.  Weekly updates of registrations for each event will occur until the maximum seating of 150 is reached.  Once maximum seating is reach, the website will not permit further registrations.  If registration is lacking, the Department of Transportation Competitive Sourcing Office will open the forum up to GS12s.   Current topics are:
· Strategic Souring in the Federal Government 


(22 May) 

· A76 Post Competition Accountability Requirements 

(26 Jun) 

· Linking Human Capital with Competitive Sourcing 

(24 Jul)  

· What Leaders Really Need to Know about PBA 


(28 Aug)  

· A Light Hearted Look at Earned Value Management 

(25 Sep) 

· THE NEW National Defense University : IT Program Managers Certification Series   









(23 Oct) 

· Improving Financial Accountability in Government 

(TBD)
· Learn why Critical Chain Theory works better than EVMS 
(TBD)
· E-Government: Making it Work with IT 



(TBD)
· Business Process Reengineering and Budget Integration
(TBD) 

· The Ever Evolving Government Grants Process 


(TBD)
· How to Creating a High Performing Organization (HPO) 

(TBD)
· Ethics in Government- why it is important 



(TBD)
· Do's and Don’ts for your FAIR Act and IG Inventory 

(TBD)
· Agency Initiatives in Human Capital Management 

(TBD)
         The first Lunch-N-Learn series begins 22 May 06 when the first 2-hour networking and speaker series will be held at the Department of Agriculture's conference room located at the rear of the cafeteria. Call (571) 594-6469 for more information or simply go to the NCMA National website to register at www.ncmahq.org.  
       f.  Do you need a template or policy information?  IMC or Public Announcement samples?  Looking for an old CSD newsletter?  Have a question – check the FAQs.  Current Competitive Sourcing information can be found at the Competitive Sourcing Division (CSD) website, http://www.hqda.army.mil/acsim_ca/main2.aspx.  Other websites that you may find useful for competitive sourcing information are: 

Share A-76!: 
http://sharea76.fedworx.org/inst/sharea76.nsf/CONTDEFLOOK/HOME-INDEX 
COMPARE:  

www.compareA76.com 

DAU Competitive Sourcing Community of Practice:

https://acc.dau.mil/simplify/ev_en.php.

4.  DCAMIS Update.

     a. New DCAMIS Release Coming Soon!  To access the test site, users must request a separate user ID and password from the http://test.calibresys.com/DCAMIS_Test/ home page.  Currently, the test site is locked pending OSD approval; however, this does not affect users from requesting access.  There are many advantages to using the new DCAMIS application.  Users can create a test record to explore and familiarize themselves with the new screens and OMB reporting requirements.  In addition, users can create a permanent record needed to collect and track an on-going competition falling under the revised circular reporting requirements.  ACSIM CSD will coordinate with users to identify the records created on the test site that need to be moved to the new database.          
     b. While the above version of DCAMIS is being finalized, two DCAMIS websites will be maintained – one (Test site) for A-76 competitions announced under the revised Circular and the other (Current site) for competitions announced under the previous Circular.   Once the transition is complete, only the current DCAMIS website address will remain.  The new DCAMIS system will be comprised of two sub-systems:
     (1) Legacy Initiatives. These are competitions conducted under the old Circular guidance.  These competitions will require continued update entries of all mandatory data elements from the existing DCAMIS until all Service Execution Periods are completed and the record is closed.  This is the present format of your records.

     (2) Current Circular Competitions.  Data for competitions announced under the revised Circular will be maintained separate from Legacy initiatives within DCAMIS.  The new record format requires many more OMB mandated data elements, preliminary planning information, and COMPARE file data.  
     c. Creating a New DCAMIS Record (Revised OMBC A-76, 29 May 2003).   All organizations must use the new record format for competitions that were announced on or after 29 May 2003 under the revised Circular guidelines.  ACSIM CSD has created records for these competitions and users must maintain/update them on the test site.  Use the website provided in paragraph 4(a) above to access the test site.
     d. Maintaining Existing Legacy DCAMIS Record (Old Circular).   All competitions announced prior to 29 May 2003 under the old circular will continue to maintain their legacy records using the current DCAMIS website, https://www.dcamis.army.mil.
5.  Defense Acquisition University (DAU) Training.    
     a. Check the latest availability at http://www.hqda.army.mil/acsim_ca/main2.aspx.  The remaining seven class dates and their availability are:
AT = Agency Tender

P3 = Preliminary Planning Phase

AA/PWS = Acquisition Actions/Performance Work Statement





SLOTS

CLASS DATE

AVAILABLE

CLASS & LOCATION                      
15-19 May 06:

2


AA @ Fort Leonard Wood

5-9 Jun 06:


FULL


AT @ Randolph AFB, TX

12-16 Jun 06:


13


P3 @ Dayton, OH

10-14 Jul 06:


FULL


AT @ Fort Belvoir, VA

24-28 Jul 06:


20


P3 @ Fort Belvoir, VA

7-11 Aug 06:


FULL


AA/PWS @ Randolph AFB, TX

21-25 Aug 06:

16


AT @ Dayton, OH

     b. IMA personnel must submit training requests to your region for approval.  All others may submit requests directly to ACSIM CSD.  Please use the format provided on the CSD website.
     c. If you see a date that is FULL, please submit your request anyway.  We will maintain a “Standby” list, and if a cancellation occurs, we will fill the vacated slots using the standby list.
     d. Post Competition Accountability and Costing (PCAC) and COMPARE Courses.  OSD is finalizing course development for both of these courses and they should be available through DAU in the near future.
6.  For your information, the following websites provide training in competitive sourcing:

DAU:

http://www.dau.mil/ 


The A-76 Institute:  

http://www.a76institute.com/ 

Abacus Technology Corporation: http://www.abacustech.com/Solutions/Sourcing/training.html 

Technical Management Services:

http://www.tmsworkshops.com/A76.htm 


BAE Systems: 
http://www.mevatec.com/Services/FinanceMgmt/Training.shtml 


Competitive Sourcing Academy: 

http://www.a-76.com 

7.  Any questions/comments - let us hear from you.   We want our monthly newsletter to provide useful and beneficial information to you.  If there is information that you want added to the newsletter or if you want to share your A-76 lessons learned with your counterparts, please send an e-mail to any member of our staff.  DAIM-CD staff includes: 
     Deborah Hutton (Deputy), deborah.hutton@hqda.army.mil, 703-601-0389, DSN 329
     Annie Stark (Analyst), annie.stark@hqda.army.mil, 703-604-2461, DSN 664
     Nancy Tennis (XO), nancy.tennis@hqda.army.mil, 703-602-0987, DSN 329
     Bill Broyles/CALIBRE, william.broyles@hqda.army.mil, 703-604-2462, DSN 664
     Dave Dengler/CALIBRE, david.dengler@hqda,army.mil, 703-601-0387, DSN 329 
     Sean Williams/CALIBRE, sean.williams@hqda.army.mil, 703-601-3806, DSN 329
Marianne A. Eisenhauer-Wall

703-604-2453

Acting Chief, ACSIM Competitive Sourcing Division
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PUBLIC ANNOUNCEMENT OF PUBLIC-PRIVATE COMPETITION IN FEDBIZOPPS


(NOTE:  DO NOT USE ABBREVIATIONS OR ACRONYMS)

D-OMB Circular A-76:  Department of Defense Public-Private Competition of __________


(insert the commercial activities to be competed, e.g., public works, information technology, , transportation) performed by the ________________________(insert the DoD Component Name (e.g., Department of the Navy, Defense Logistics Agency) and, as applicable, major command, claimant, subordinate activity) 


located at ________________________________________(insert the locations of the activities to be competed, e.g., Fort Belvoir, Virginia; Langley Air Force Base, Virginia; Arlington, Virginia)  


Document Type:  Special Notice


POC:  (insert appropriate point of contact)

Classification Code:


Description:  THIS IS NOT A SOLICITATION NOTICE.  In accordance with Office of the Management and Budget Circular A-76 (Revised), Performance of Commercial Activities, May 29, 2003, this notice represents the formal public announcement of official start date of a public-private competition of (insert the commercial activities as stated above) performed at (insert the locations as stated above).  The incumbent service providers affected by this public-private competition are approximately (insert total number) of DoD government personnel positions (insert number) of DoD civilians and (insert number) of military, and (insert number and provide list) of DoD contractors.


A streamlined competition will be conducted in accordance with the revised circular.  The estimated contract cost will be based on market research and the agency cost estimate will be calculated in accordance with the circular using performance periods that will consist of a base year and four option years.  Prospective service providers are advised that a solicitation (1) will not be issued if the estimated cost of contract performance is greater than the cost of agency performance, and (2) will be issued if the estimated cost of agency performance is greater than the cost of contract performance.  

The Department of Defense Competitive Sourcing Official is Mr. Philip W. Grone, Deputy Under Secretary of Defense (Installations and Environment).  The DoD Component Competitive Sourcing Official for (insert DoD Component name) is (insert appropriate name and title).  The date of this public announcement is the official start date for this public-private competition and the projected end date of the competition is (insert date).  The point of contact for questions regarding 

this public-private competition is (insert name, title, and phone number/e-mail address).



_1206947678.pdf


20299 Federal Register / Vol. 71, No. 75 / Wednesday, April 19, 2006 / Rules and Regulations 


FR 43577, July 27, 2005, is adopted as 
a final rule without change. 
[FR Doc. 06–3679 Filed 4–18–06; 8:45 am] 
BILLING CODE 6820–EP–S 


DEPARTMENT OF DEFENSE 


GENERAL SERVICES 
ADMINISTRATION 


NATIONAL AERONAUTICS AND 
SPACE ADMINISTRATION 


48 CFR Parts 2, 5, 7, 14, 37, and 52 


[FAC 2005–09; FAR Case 2004–021; Item 
III; Docket FAR–2006–0020] 


RIN 9000–AK25 


Federal Acquisition Regulation; FAR 
Case 2004–021, OMB Circular A–76 


AGENCIES: Department of Defense (DoD), 
General Services Administration (GSA), 
and National Aeronautics and Space 
Administration (NASA). 
ACTION: Final rule. 


SUMMARY: The Civilian Agency 
Acquisition Council and the Defense 
Acquisition Regulations Council 
(Councils) have agreed on a final rule 
amending the Federal Acquisition 
Regulation (FAR) to provide language 
that is consistent with OMB Circular A– 
76 (Revised), Performance of 
Commercial Activities, dated May 29, 
2003. 


DATES: Effective Date: May 19, 2006. 
FOR FURTHER INFORMATION CONTACT: For 
clarification of content, contact Mr. 
Gerald Zaffos, Procurement Analyst, at 
(202) 208–6091. Please cite FAC 2005– 
09, FAR case 2004–021. For information 
pertaining to status or publication 
schedules, contact the FAR Secretariat 
at (202) 501–4755. 
SUPPLEMENTARY INFORMATION: 


A. Background 


DoD, GSA, and NASA published a 
proposed rule in the Federal Register at 
70 FR 43107, July 26, 2005. One 
commenter submitted two comments in 
response. The first comment is that 
‘‘7.302(a)(4) [sic] and 52.207–1(d) 
reference ‘contest(s)’... Should that be 
protests?’’ The word ‘‘contest’’ was 
meant, not ‘‘protest.’’ The A–76 Circular 
created an additional procedure called a 
‘‘contest’’, discussed at Attachment B, 
paragraph F. 


The second comment says that there 
is a conflict between the language in 
paragraph (c) of the provision at FAR 
52.207–1 which states that, if a 
performance decision resulting from 
standard competition favors a private 


sector offeror, a contract will be 
awarded, and paragraph (c) of the 
provision at FAR 52.207–2 which states 
that, if a performance decision resulting 
from a streamlined competition favors 
private sector performance, the 
contracting officer will either award a 
contract or issue a competitive 
solicitation. The Councils see no 
conflict and note that the language is 
consistent with the Circular. In a 
streamlined competition, an agency may 
estimate the cost of private sector 
performance by conducting market 
research or by soliciting cost proposals 
in accordance with the FAR (OMB Circ. 
A–76, Att. B, para. C.1.b.). If the 
performance decision favors private 
sector performance, the contracting 
officer may either award a contract 
resulting from the solicitation of cost 
proposals or issue a competitive 
solicitation to determine a private sector 
provider (OMB Cir. A–76, Att. B, para. 
C.3.d.(1).) Therefore, the final rule 
adopts the proposed rule language 
without change. 


This is not a significant regulatory 
action and, therefore, was not subject to 
review under Section 6(b) of Executive 
Order 12866, Regulatory Planning and 
Review, dated September 30, 1993. This 
rule is not a major rule under 5 U.S.C. 
804. 


B. Regulatory Flexibility Act 


The Department of Defense, the 
General Services Administration, and 
the National Aeronautics and Space 
Administration certify that this final 
rule will not have a significant 
economic impact on a substantial 
number of small entities within the 
meaning of the Regulatory Flexibility 
Act, 5 U.S.C. 601, et seq., because the 
rule does not impose any costs on either 
small or large businesses. 


C. Paperwork Reduction Act 


The Paperwork Reduction Act (Pub. 
L. 96–511) does not apply because the 
changes to the FAR do not impose 
information collection requirements that 
require the approval of the Office of 
Management and Budget under 44 
U.S.C. 3501, et seq. 


List of Subjects in 48 CFR Parts 2, 5, 7, 
14, 37, and 52 


Government procurement. 
Dated: April 12, 2006. 


Gerald Zaffos, 
Director, Contract Policy Division. 


� Therefore, DoD, GSA, and NASA 
amend 48 CFR parts 2, 5, 7, 14, 37, and 
52 as set forth below: 


� 1. The authority citation for 48 CFR 
parts 2, 5, 7, 14, 37, and 52 continues 
to read as follows: 


Authority: 40 U.S.C. 121(c); 10 U.S.C. 
chapter 137; and 42 U.S.C. 2473(c). 


PART 2—DEFINITIONS OF WORDS 
AND TERMS 


2.101 [Amended] 
� 2. Amend section 2.101 in paragraph 
(b), in the definition ‘‘Inherently 
governmental function’’, by removing 
the last sentence in paragraph (2). 


PART 5—PUBLICIZING CONTRACT 
ACTIONS 


� 3. Amend section 5.205 by revising 
paragraph (e) to read as follows: 


5.205 Special situations. 


* * * * * 
(e) Public-private competitions under 


OMB Circular A–76. (1) The contracting 
officer shall make a formal public 
announcement for each streamlined or 
standard competition. The public 
announcement shall include, at a 
minimum, the agency, agency 
component, location, type of 
competition (streamlined or standard), 
activity being competed, incumbent 
service providers, number of 
Government personnel performing the 
activity, name of the Competitive 
Sourcing Official, name of the 
contracting officer, name of the Agency 
Tender Official, and projected end date 
of the competition. 


(2) The contracting officer shall 
announce the end of the streamlined or 
standard competition by making a 
formal public announcement of the 
performance decision. (See OMB 
Circular A–76.) 
* * * * * 


PART 7—ACQUISITION PLANNING 


� 4. Amend section 7.105 by revising 
paragraph (b)(9) to read as follows: 


7.105 Contents of written acquisition 
plans. 


* * * * * 
(b)* * * 
(9) Inherently governmental functions. 


Address the consideration given to 
Subpart 7.5. 
* * * * * 
� 5. Revise Subpart 7.3 to read as 
follows: 


Subpart 7.3—Contractor Versus 
Government Performance 


Sec. 
7.300 [Reserved] 
7.301 Definitions. 
7.302 Policy. 
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7.303 [Reserved] 
7.304 [Reserved] 
7.305 Solicitation provisions and contract 


clause. 


7.300 [Reserved] 


7.301 Definitions. 
Definitions of ‘‘inherently 


governmental activity’’ and other terms 
applicable to this subpart are set forth 
at Attachment D of the Office of 
Management and Budget Circular No. 
A–76 (Revised), Performance of 
Commercial Activities, dated May 29, 
2003 (the Circular). 


7.302 Policy. 
(a) The Circular provides that it is the 


policy of the Government to— 
(1) Perform inherently governmental 


activities with Government personnel; 
and 


(2) Subject commercial activities to 
the forces of competition. 


(b) As provided in the Circular, 
agencies shall— 


(1) Not use contractors to perform 
inherently governmental activities; 


(2) Conduct public-private 
competitions in accordance with the 
provisions of the Circular and, as 
applicable, these regulations; 


(3) Give appropriate consideration 
relative to cost when making 
performance decisions between agency 
and contractor performance in public- 
private competitions; 


(4) Consider the Agency Tender 
Official an interested party in 
accordance with 31 U.S.C. 3551 to 3553 
for purposes of filing a protest at the 
Government Accountability Office; and 


(5) Hear contests in accordance with 
OMB Circular A–76, Attachment B, 
Paragraph F. 


(c) When using sealed bidding in 
public-private competitions under OMB 
Circular A–76, contracting officers shall 
not hold discussions to correct 
deficiencies. 


7.303 [Reserved] 


7.304 [Reserved] 


7.305 Solicitation provisions and contract 
clause. 


(a) The contracting officer shall, when 
soliciting offers and tenders, insert in 
solicitations issued for standard 
competitions the provision at 52.207–1, 
Notice of Standard Competition. 


(b) The contracting officer shall, when 
soliciting offers, insert in solicitations 
issued for streamlined competitions the 
provision at 52.207–2, Notice of 
Streamlined Competition. 


(c) The contracting officer shall insert 
the clause at 52.207–3, Right of First 
Refusal of Employment, in all 


solicitations which may result in a 
conversion from in-house performance 
to contract performance of work 
currently being performed by the 
Government and in contracts that result 
from the solicitations, whether or not a 
public-private competition is 
conducted. The 10-day period in the 
clause may be varied by the contracting 
officer up to a period of 90 days. 


7.500 [Amended] 
� 6. Amend section 7.500 by removing 
the last sentence. 


PART 14—SEALED BIDDING 


14.203–2 [Amended] 
� 7. Amend section 14.203–2 by 
removing the paragraph designation 
‘‘(a)’’ and by removing paragraph (b). 


PART 37—SERVICE CONTRACTING 


� 8. Amend section 37.503 by revising 
paragraph (c) to read as follows: 


37.503 Agency-head responsibilities. 


* * * * * 
(c) Specific procedures are in place 


before contracting for services to ensure 
that inherently governmental functions 
are performed by Government 
personnel; and 
* * * * * 


PART 52—SOLICITATION PROVISIONS 
AND CONTRACT CLAUSES 


� 9. Revise section 52.207–1 to read as 
follows: 


52.207–1 Notice of Standard Competition. 
As prescribed in 7.305(a), insert the 


following provision: 
NOTICE OF STANDARD COMPETITION 


(MAY 2006) 
(a) This solicitation is part of a standard 


competition under Office of Management and 
Budget Circular No. A–76 (Revised), 
Performance of Commercial Activities, dated 
May 29, 2003 (hereafter ‘‘the Circular’’), to 
determine whether to accomplish the 
specified work under contract or by 
Government performance. 


(b) The Government will evaluate private 
sector offers, the agency tender, and public 
reimbursable tenders, as provided in this 
solicitation and the Circular. 


(c) A performance decision resulting from 
this standard competition will be publicly 
announced in accordance with the Circular. 
If the performance decision favors a private 
sector offeror, a contract will be awarded. If 
the performance decision favors an agency or 
a public reimbursable tender, the Contracting 
Officer shall establish, respectively, either a 
Most Efficient Organization letter of 
obligation or a fee-for-service agreement, as 
those terms are defined in the Circular. 


(d) As provided in the Circular, directly 
interested parties may file contests, which 
are governed by the procedures in Federal 


Acquisition Regulation 33.103. Until 
resolution of any contest, or the expiration of 
the time for filing a contest, only legal agents 
for directly interested parties shall have 
access to the certified standard competition 
form, the agency tender, and public 
reimbursable tenders. 


(End of provision) 


� 10. Revise section 52.207–2 to read as 
follows: 


52.207–2 Notice of Streamlined 
Competition. 


As prescribed in 7.305(b), insert the 
following provision: 


NOTICE OF STREAMLINED 
COMPETITION (MAY 2006) 


(a) This solicitation is part of a streamlined 
competition under Office of Management and 
Budget Circular No. A–76 (Revised), 
Performance of Commercial Activities, dated 
May 29, 2003 (hereafter ‘‘the Circular’’), to 
determine whether to accomplish the 
specified work under contract or by 
Government performance. 


(b) The Government will evaluate the cost 
of private sector and Agency or public 
reimbursable performance, as provided in 
this solicitation and the Circular. 


(c) A performance decision resulting from 
this streamlined competition will be publicly 
announced in accordance with the Circular. 
If the performance decision favors private 
sector performance, the Contracting Officer 
shall either award a contract or issue a 
competitive solicitation for private sector 
offers. If the performance decision favors 
Agency or public reimbursable performance, 
the Agency shall establish, respectively, 
either a letter of obligation or a fee-for-service 
agreement, as those terms are defined in the 
Circular. 


(End of provision) 


52.207–3 [Amended] 


� 11. Amend section 52.207–3 by 
revising the date of the clause to read 
‘‘(MAY 2006)’’; and by removing from 
paragraphs (a) and (b) of the clause the 
word ‘‘employees’’ and adding 
‘‘personnel’’ in its place. 
[FR Doc. 06–3689 Filed 4–18–06; 8:45 am] 
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April 2006

Executive Office of the President


Office of Management and Budget


Report on the Use of Best Value Tradeoffs 

in Public-Private Competitions


Section 842 of the Transportation, Treasury, Housing and Urban Development, the Judiciary, the District of Columbia, and Independent Agencies Appropriations Act, FY 2006, P.L. 109-115, precludes an agency from converting work currently performed by more than 10 federal employees to private sector performance absent a showing, through competition, that performance by a contractor would be less costly to the agency by an amount that equals or exceeds the lesser of 10 percent of the personnel-related costs associated with performance by the agency’s most efficient organization (MEO) or $10 million.  Under section 842, an agency may not convert work to private sector performance if this differential is not met, even if the agency can demonstrate that private sector performance would provide a superior solution, considering both cost and quality.  In the absence of section 842, OMB Circular A-76 would authorize an agency to consider this conversion, but only if certain procedures are followed to ensure an impartial and properly justified decision.


In passing section 842, the Conferees requested that OMB advise them of the impact of this section “on the Federal government’s ability to obtain value for the taxpayer, both in terms of cost and quality, through the use of competitive sourcing.”  The Conference report states that this information will be considered by the Conferees in deciding whether this restriction should be continued in FY 2007.  

This report discusses the impact of section 842.  As the report explains, OMB believes the limitation in section 842 inappropriately precludes taxpayers from receiving significant benefits generated by public-private competition.  For the reasons stated below, section 842 should be repealed, or at least modified to permit decisions on the basis of both cost and quality.

A.  Background


Agencies have always had the discretion to determine the appropriate performance standards in a public-private competition and to make tradeoffs in determining the best value among private sector offers.
  However, prior to 2003, agencies were not allowed to consider tradeoffs between the cost and quality of the MEO (i.e., the in-house government provider’s proposed solution) and the best private sector contractor’s proposed solution.  Traditionally, Circular A-76 required the government to conduct a cost-based comparison between the MEO and the best private sector contractor.  To enable this comparison, the government’s source selection evaluation board would adjust the MEO’s offer, as necessary, to match the level of performance and quality proposed by the best private sector contractor.  In other words, the private sector contractor’s solution was shared with the MEO who would then adjust its offer to reflect the cost of performing the desired solution.  Selection between the MEO and the contractor would be based strictly on cost alone – i.e., work would be performed by the MEO unless conversion would result in a savings of at least 10 percent or $10 million (whichever is less) when compared to the cost of performance by the MEO.


The cost-based comparison model generally works for public-private competitions that involve routine needs, such as building or lawn maintenance, where transformational improvement is not required.  However, agencies have found that this model is less effective for highly technical activities or for encouraging innovative thinking, by either contractors or government workers, when the agency must modernize its operations and fundamentally change the way service is provided to customers.  Developing proposals for these types of needs generally requires a substantial investment of time and money.  Private sector contractors will be disinclined to make this investment if their proposed solutions are shared with the MEO in order to enable a cost comparison.  The likely result is either no private sector participation or the submission of offers with minimal innovation that basically reflect the status quo. 


1.  Recommendations of the Commercial Activities Panel.  In 2002, the Commercial Activities Panel, a bipartisan, government-industry panel tasked by Congress with reviewing the competitive sourcing process, issued a report that acknowledged the importance of considering both cost and quality in public-private competitions.
 The Panel’s report characterizes the cost comparison process described above as an anachronism in the federal procurement system, which has long authorized agencies to conduct competitions among private sector contractors using tradeoffs of cost and non-cost factors such as technical approach and management plan.
  The Panel heard complaints from contractors that the cost comparison process for public-private competition denied them the benefits of their investment and commitment to innovation and technology.
  Their report acknowledges these concerns, citing to the “unfairness that stems from leveling the public sector proposal with that of the private sector, including the risk of disclosure of intellectual property.”
  Although a few Panel members expressed concern that tradeoffs might be used to dismantle the workforce, at least two-thirds of the Panel recommended that the Circular’s best value provisions be revised to ensure that agencies are able to identify high value service providers in public-private competitions.


		“In making source selection decisions in public-private competitions, cost must always be considered . . . but the government should not buy whatever services are least expensive regardless of quality.  Instead, public-private competitions should be structured to take into account the government’s need for high-quality, reliable, and sustained performance, as well as cost efficiencies.”


Improving the Sourcing Decisions of the Government 


Report of the Commercial Activities Panel (April 2002)





2.  Circular A-76’s framework for tradeoff competitions.  In May 2003, after solicitation of public comment and careful deliberation, OMB revised the Circular to allow agencies to consider both cost and quality in deciding whether work should remain in-house or be converted to private sector performance.  In authorizing cost-technical tradeoffs, OMB imposed certain caveats to ensure that cost remains a significant factor in all tradeoff decisions.  Specifically, agencies must: (a) identify the specific weight given to each evaluation factor and sub-factor, and (b) make the specific weight for cost or price at least equal to all other evaluation factors combined unless quantifiable performance measures can be used to assess value and can be independently evaluated.   

Equally important, the Circular creates an accountability structure for use of the tradeoff process.  It requires that the agency’s competitive sourcing official approve use of the tradeoff process for activities other than information technology (IT).  And, it requires the source selection authority to develop a narrative explanation of the tradeoffs performed and a rationale for the decision to award to other than the low cost provider.   


The Comptroller General testified that the revised Circular is generally consistent with the Panel’s sourcing principles and provides an improved foundation for competitive sourcing decisions.  In reaching this conclusion, the Comptroller specifically cited to the authority to make source selection decisions based on tradeoffs between technical factors and cost.


B.  Findings


Agencies began using the tradeoff process for public-private competitions in FY 2004.  Through the end of FY 2005, agencies conducted 14 tradeoff competitions.  Table 1 provides an overall comparison of results achieved in competitions using the tradeoff process to those where final selection decisions were based strictly on cost.  For a description of each tradeoff competition and the results achieved, see the Appendix.

Results are impressive.  Proposals selected through the tradeoff process in FYs 2004 and 2005 as representing the best value include many MEOs and are expected to help agencies achieve savings of about $68,000 per FTE competed, as opposed to $24,000 per FTE competed on the basis of cost alone during this same timeframe – almost three times the level of savings per position competed.  


Agencies have used best value tradeoff authority judiciously to maximize expected returns.  Over the last two years, best value tradeoff competitions accounted for only one-third of the FTEs competed and less than 15 percent of the standard competitions conducted.  Yet, these competitions generated in excess of 70 percent of the total estimated net savings reported in FY 2004 and 2005 – i.e., $3 billion out of $4.3 billion. 


  Table 1.   Comparing results: best value “tradeoff” vs. cost-only standard      competitions*


		Factor

		Best Value “Tradeoff”

		Cost-Only Competition

		Combined



		Number of Competitions

		14


(13%)

		96


(87%)

		110


(100%)



		Number 


of FTE

		5,204


(33%)

		10,511


(67%)

		15,715


(100%)



		Average Number 


of FTE

		372

		109

		143



		Average Number of Bids Received

		2.4

		1.9

		2.0



		Average Annualized Net Savings per FTE

		$68,000

		$24,000

		$39,000



		Total Annualized 


Net Savings

		$357 M


(59%)

		$253 M


(41%)

		$610 M


(100%)



		Total Net 


Savings

		$3.0 B


(70%)

		$1.3 B


(30%)

		$4.3 B


(100%)





* Data reflects competitions completed in FYs 2004 & 2005. Best value tradeoffs were first authorized in public-private competitions by the 2003 revisions to OMB Circular A-76.  Agencies did not complete competitions using best value tradeoffs until FY 2004.


The most significant benefit of the tradeoff process is measured not in dollars alone, but in the transformational improvements that are made possible when the government has the ability to choose the solution that is best in terms of both cost and quality.  Measuring value in more ways than just cost reduction gives offerors more options for proposing solutions that are both high quality and cost-effective.
  

In terms of cost-effectiveness, the 10 percent/$10 million conversion differential was met in all tradeoff competitions involving the conversion of work to private sector performance.  There were no instances of work being converted to a contractor at a cost higher than the MEO.  The conversion differential was overridden in just one tradeoff competition, which resulted in work being kept in house even though private sector performance was more than 10 percent less expensive than performance by the MEO.  See the Appendix for additional information on individual competitions.  

In summary, the experience to date suggests that the repeal of 842 would have minimal negative effect while the retention of 842 would have significant negative effect.  The repeal of section 842 will not encourage agencies to convert work from government to private sector performance at higher cost or nominal savings.  Agencies will likely meet the cost conversion differential in almost all cases, as data in the Appendix indicates.  However, if the restriction in section 842 that requires decisions to be based strictly on cost is retained, agencies will have difficulty obtaining proposals with the combination of cost and quality that represents the best value for the taxpayer.  This restriction will be especially harmful for competitions where there are opportunities for high quality, innovation, or transformational improvements.  The FAA’s competition for automated flight services illustrates this point (see text box, below). 

		How Section 842 Would Have Harmed FAA’s 

Modernization of Automated Flight Services

Prior to the enactment of section 842. . . 

· FAA conducted a public-private competition for automated flight services and evaluated offers under a best value tradeoff process that permitted the agency to consider both cost and quality in the final selection between public and private offerors.


· Offerors developed innovative proposals because they knew FAA had the option to make an award to other than the lowest cost provider.  The selected proposal will yield $2.2 billion in taxpayer savings through modernized facilities, state-of-the art technology and high-quality customer service.  Several indicators already are beginning to show performance improvements.  In the first month following transition from the old provider to the new one, the lost call volume decreased by more than 50 percent and the length of time pilots spent waiting on the phone for service decreased by about half.

Had section 842 been applied to FAA’s competition. . .  


· The winning provider could have competed.  However, instead of offering the best solution, as measured in terms of both cost and quality, the provider would have focused on offering the cheapest solution because section 842 requires that the final selection between the public and private sectors be based on cost alone.  

· Section 842 would not have prevented the winning provider from offering a high quality, innovative solution.  However, the provider would not likely have offered to do much reengineering.  In fact, few private sector companies are likely to undertake the effort and expense of developing an innovative offer if the agency intends to share it with the in-house provider to make a cost-only comparison between the two sources, as mandated by section 842.  They will want to be rewarded for their creativity and investment.

· FAA would have been left selecting between proposals that offered little more than maintaining the current environment – i.e., a low-cost, short-term fix with minimal capital investment, and a remaining burden, which FAA could not support over the long term given the cost and risk of continued reliance on substandard technology and a deteriorating infrastructure.  





C.  Conclusions 


Agencies’ ability to repeat the most impressive results from tradeoffs in future years (e.g., the FAA’s AFSS competition) are jeopardized by section 842, which requires the government to conduct a cost-based comparison between the MEO and the best private sector contractor.  The cost comparison model generally works well for public-private competitions that involve routine needs, such as building or lawn maintenance, where transformational improvement is not required.  However, agencies find that this model is less effective for highly technical activities or for encouraging innovative thinking, by either contractors or government workers, when the agency must modernize its operations and fundamentally change the way service is provided to customers.  


Solutions prepared with the expectation of being evaluated only on cost typically perpetuate the status quo and rarely offer innovation or capital investment when it is needed.  By contrast, the tradeoff authority provided in the Circular offers an impartial and transparent process for encouraging results that are both innovative and cost-effective.  


The availability of tradeoff authority has already provided, and should continue to yield, solid results and responsible stewardship.  For these reasons, Congress is urged to repeal section 842 or, at a minimum, modify the requirement to permit decisions on the basis of both cost and quality.
  

Table 1.  Public-private competitions conducted using the tradeoff source-selection process in FYs 2004 & 2005


		Agency

		Activity

		Number of FTE

		Cost-Saving Changes and Other Improvements Facilitated by Competition

		Annual Net Savings per FTE

		Total Net Savings

		10% / $10M Conversion Differential 


Applied



		DOT

		Flight Services

		2,300

		· Consolidation & modernization of facilities; improved customer service.

		$  96,000

		$2.2B

		YES



		SSA

		IT Help Desk

		68

		· Consolidation & streamlining; redeployment of labor to understaffed activities.

		$103,500

		$35.1 M

		YES



		ED

		HR Training Services

		123

		· Automation of processes/increased use of technology.


· Process streamlining/reengineering.

		$  86,000

		$53.0 M

		YES



		ED

		Payment Processing

		97

		· Consolidation of accounts payable operations; customer focused performance standards.

		$  70,500

		$34.2 M

		YES



		DOE

		IT

		642

		· Consolidation of IT services; improvements in cyber security and use of public-private partnership to reduce costs.

		$100,800

		$452.9 M

		YES



		DOE

		HR Training

		146

		· Consolidated training support services; reengineered processes and systems for maximum efficiency.

		$  45,500

		$33.2 M

		YES



		USDA

		IT Technology

		1,200

		· Consolidation of operations; enhanced performance standards; opportunity to reduce IT capital expenditures through leveraged purchasing.

		$  24,000

		$142.6 M

		YES



		DHS

		Retiree Annuitant Services

		31

		· Consolidation of operations; enhanced performance standards; restructuring of management.

		$  19,000

		$2.9 M

		YES



		HHS

		Visual & Medical Arts

		60

		· Consolidation of operations; more efficient use of resources.

		$  41,400

		$19.8 M

		YES



		NASA

		Shared Services

		200

		· Elimination of redundant systems & processes.

		$  21,000

		$39.1 M

		YES



		NASA

		Test & Machining Services

		37

		· Synergy of a single consolidated service provider performing a highly integrated activity.

		$  21,600

		$3.5 M

		NO*



		DOI

		Maint & Minor Construction

		176

		· Restructuring of management; more efficient use of resources.

		$    9,500

		$8.3 M

		YES



		DOI

		Maintenance

		74

		· Restructuring of management; more efficient use of resources.

		$    2,500

		$0.9 M

		YES



		Treasury

		Tour Ops

		50

		· Improved customer service; more efficient use of resources.

		$    6,500

		$1.7 M

		YES





*The agency decided to retain work in-house on the basis that the agency MEO offered the best value even though the evaluated cost of the best private sector offeror was more than 10% lower than the cost of performance by the MEO.
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Appendix











� Performance standards are defined in Circular A-76 as “verifiable, measurable levels of service in terms of quantity, quality, timeliness, location, and work units.”



�Improving the Sourcing Decisions of the Government  Final Report of the Commercial Activities Panel (2002) [hereinafter CAP Report], available at www.gao.gov/a76panel/dcap0201.pdf. 



�The Panel noted that the Circular’s leveling process is not in any procurement system of which the Panel was aware. CAP Report at p. 42.



� CAP Report at p. 41.



� CAP Report at pp. 42-43.



� CAP Report at p. 9.



� COMPETITIVE SOURCING:  Implementation Will Be Challenging for Federal Agencies (GAO-03-1022T).  



� Information in this report is based on data collected by agencies tracked under the President’s Management Agenda (PMA) in accordance with OMB Memorandum M-06-01, Report to Congress on FY 2005 Competitive Sourcing Efforts (October 7, 2005), and M-05-01, Report to Congress on FY 2004 Competitive Sourcing Efforts (October 15, 2004), available at www.omb.gov.



� OMB believes best value tradeoffs are most likely to represent the best strategy for facilitating the competitive migration of common support services to either public or private shared service centers with a demonstrated capability and capacity to provide efficient and effective service.  Shared services might include hosting and application management associated with financial management systems and services.  Lines of business migrations are an important component of the PMA’s E-Government initiative because they will help agencies eliminate costly and redundant investments in “in-house” technology solutions that can be provided more effectively by another public or private sector source.



� For example, section 647(a) of P.L. 108-199, unlike section 842, permitted agencies to take both cost and quality into account in all situations in the final selection of a provider.
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PUBLIC ANNOUNCEMENT OF PUBLIC-PRIVATE COMPETITION IN FEDBIZOPPS


(NOTE:  DO NOT USE ABBREVIATIONS OR ACRONYMS)

D-OMB Circular A-76:  Department of Defense Public-Private Competition of __________


(insert the commercial activities to be competed, e.g., public works, information technology, , transportation) performed by the ________________________(insert the DoD Component Name (e.g., Department of the Navy, Defense Logistics Agency) and, as applicable, major command, claimant, subordinate activity) 


located at ________________________________________(insert the locations of the activities to be competed, e.g., Fort Belvoir, Virginia; Langley Air Force Base, Virginia; Arlington, Virginia)  


Document Type:  Special Notice


POC:  (insert appropriate point of contact)

Classification Code:


Description:  THIS IS NOT A SOLICITATION NOTICE.  In accordance with Office of the Management and Budget Circular A-76 (Revised), Performance of Commercial Activities, May 29, 2003, this notice represents the formal public announcement of official start date of a public-private competition of (insert the commercial activities as stated above) performed at (insert the locations as stated above).  The incumbent service providers affected by this public-private competition are approximately (insert total number) of DoD government personnel positions (insert number) of DoD civilians and (insert number) of military, and (insert number and provide list) of DoD contractors.


A standard competition will be conducted in accordance with the revised ciruclar.  The solicitation will be issued at a later date.  Prospective private sector and public reimbursable service providers are encouraged to respond to the solicitation.


The Department of Defense Competitive Sourcing Official is Mr. Philip W. Grone, Deputy Under Secretary of Defense (Installations and Environment).  The DoD Component Competitive Sourcing Official for (insert DoD Component name) is (insert appropriate name and title).  The date of this public announcement is the official start date for this public-private competition and the projected end date of the competition is (insert date).  The contracting officer is (insert name and title) and the agency tender official is (insert name and title).  The point of contact for questions regarding this public-private competition is (insert name, title, and phone number/e-mail address).



