PRICE NEGOTIATION MEMORANDUM, 20 OCT 1971
AIR FORCE CONTRACT F04606-71-C-0002, FY72 OPTION PERIOD

AIR AVERICA, INC.

Performance Period 1 July 1971 to 30 June 1972

The enclosed Price Negotiation Memorandum provides the record of negotiations covering
contract services for aircraft flying aperations, aircraft maimtenance, Udorn base
operation and maintenance, TACAN site operation and maintenance (08M), weather
network 08M, Togistics management assistance (i.e., support operations for the
Cambodian Air Force) and other services in Southeast Asia.

After extensive fact-finding discussions with custamers, site visits, and audit
support, negotiations started 17 Aug 71 and continued through 11 Sep 71. A total
of 89 separate items were priced for the FY72 program. The estimated total contract
amount. for FY72 was estimated at $13,708,920. : : e

The record reflects negotiated prices that were $1,361,440 from the prices proposed
by the campany.The reduction is shown by major contract Tine item. :

The contract 1ine itams wemfprinar‘ﬂy on a fixed price basis. Profit was determined -
at a rate of 13.3 per cent of cost (11.7 per cent of price), and was computed under

detailed profit weighted guideline procedures.

MARTIN L. KALUFMAN, Co]é;, USAF 15 April 1991

former Contracting Officer
USAF Air America Contract
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I. INTROUCTION o . D
A. Introductory Summary | »

1. This procurement involves contract gervices for mircraft
flying operations, ai reraft maintenance, Udorn base operation and
maintenance, TACAN site operation and maintenance, communication net-
work operation and maintenance, veather network operation and maintenance,
logistics management assistance and other miscellaneous services in support
of SEA special projects. Work is performed at multiple locations in South-.
east Asia and at Tainan AB, Taiwan. The estimated total contract smount for
FYT2 1s 313,708,920. The contract is primarily on a fixed price dasis,
with provisions for time and materials and cost reimbursement line 1ltems.

2. Contract FOh606-T1-C+0002 was 1ssued by SMAMA in June, 1970, as
a selected source follow-on to contract P£2531-67-C-0028 (FY 68, 69, and T0).
Contract 0002 containstwo one-year options to extend the term of the .
contract. Modification FOM606-T1-C-0002-PO0024 was issued 30 June 1971
exercising the FYT2 option and increasing the estimated face value of the
contract and orders thereto by $13,708,920. :

3. 1In accordance with Part XII.b.(2), (3) and (}) of the contract,
Alr America requested negotiation of revised rates and prices to be effective
1 July 1971. The contractor submitted a price proposal on 21 I 1971 {1
advance of the maximum 15 Aug 1971 date set forth im the contract}. ST

k. The Taipei sub-office of DCAA, Pacific Branch D, performed aud:l'l‘.‘"”)
reviev. The Udorn Field Office of Det 11 AFCMC, and sustomer organizations,
_ assisted the negotiator and DCAA by preparing technical review of proposed
contractor manning and by updating work specificationms. The EMAMA negotiation
team members completed fact-finding surveys in South Vietnam, Thailand and
Taiwen prior to negotiations. ' '

_ 5., Negotiations were held in Taipel, Taivan from 17 Aug to 11 Sept

71. Hegotiations resulted in a $1,361,440 reduction from the prices proposed
by the contractor. The savings were accomplished by detailed technicsl analysi
field recommendations and DCAA findings, coupled with examination of minimum
essential customer mission requirements and personnel/cost relationships prior
to and throughout the fact-finding and negotiation process. '

6. As a matter separate from the sbove negotiated savings, custtmer or |
zations hhve credited the fact-finding effort with an additional $150,000
cost-avoidance. This cost-avoldance resulted from discovery that certain
contamplated contract requirements could be rediced without hindering the
respective customer miesions. As the reductions and deletions took place
prior to submitting jmplementation requests to the contractor, the $150,000
involved is not included as a negotiated savings. '

'Un'i\'i'él’sily‘ of Texas at Dallas - D of S . . | I‘ )
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B. Purchese Requests (Initial PYT72)

Dep Chf T2-1 . 411,310,000
WRAMA FD2060-72-01011-01 (C-123 Acft) 1,259,000
WRAMA FD2060-72-01010  (C-TA Acft) ' 00,000
PACAF DC T2-2 (TACAN O&M) . 215,000
PACAF DC T2-1 (TACAN Flight Support) 25,000
10th Weather 72-1-01 (Weather Network) 295,000
SMAMA FD2040-T72-00085 {T-28 CBD) 5,000

SMAMA FD20L40-72-33001 (Logistics Management Team) 199,920
_ ' 13,708,920

C. ' Negotiation Authority

1. 10 u.S.C. 230k (a) (6)
2, Part XII. b. ("option to extend the term of the contract")

of the contract schedule.

D. Scope of Negotiations

The ncgot:la.t:l.ons covered pricing of all contract line :I.tm,

“pricing of orders provided for under the contract, specification changes
and contract language.

E. Pricing Proposal

The'pr:lcing proposal contained pricing data for fixed price and
time and material line items., The contractor submitted cost data under.
Idem & of DD Porm 633 (Contract Pricing Proposal) provisions and ASFR

16-206.2. The pricing proposal data provided cost data substantially in

compliance with DD Form 633 requirements. DCAA confirmed that audit

- reviev was accomplished by use of both the pric:lng prcpoaa.l and the con-

tractor's cost buildup uorksheetu.

I1. PRE-NEBO‘I’IATIOR CONYERERCES

A. Pre-negotiation conferences vere held in Udorn, Thailand and
Taipei, Taivan. The purpose of each conference vas to present an over-

view of all aspects of the contract, discuss inter-related service aspects, |

develop specification changes (if any), discuss proposed pricing stzategy,

and brief attendees on procedures for conduct of the negotiatioms. Specific
comments developed during the pre-negotiation conferences will be d:l.ccuncd

in the applicable pricing section of this negot ation memorandum,

: Univ‘e?srt?t:f‘rexa‘s%tbalias-oe IO Of SoBrt (i
Ry of 2. PRHNTEAOf St Collectibiia
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Personnel attending the 12 Aug T1 conference in Udorn are listed in D

paragraph B below. Personnel attending the pre-negctiations conferences
in Taipei (conferences were held for each major contract element prior to

negotiations) also attended negotiations and are shown in Part IV.A of

this memorandum.
B. The following personnel attended the 12 Aug T1 pre-negotiations

conference:
Mr Williem R. Leonard USAID ; . L
Mr Charles P. Gabeler USAID DC/ASB  °
Mr E. C. Ceaser : USAID RO S
‘Mr D. E. Cox | USAID ASB S
Mr R. E. Starbuck - USAID RO/AVN
Mr Bruce Rovlanadf -nBAID/AIRA
‘ Det 11 AFCMC

Lt Col Gerald J. Vanek . .
10th Weather Bquadron

Lt Col Joseph K. Lambert
Maj] John R{ Knowlton Deputy Chief : '
Mr James E. Spencer SMAMA Contracting Officer ,
Ma) Clarence G. Thompson Udorn Fleld Office, Det 11 AFCMC
Mr Joseph J. McGrath Udorn Field Office, Det 11 AFCMC
Capt Martin L. Kaufman SMAMA Contract Negotiator
Capt Peter E. Peck Deputy Chief { )
Capt George C. Kramer 10th Weather Squadron e
Capt Skip Hartwig Deputy Chief ‘
Capt Lee E. Davis 19Thkth Comm Group

_ ‘ 19Tith Comm Group

Capt Roger T. Hart

11I. NEGOTIATION OBJECTIVES AND OUTLINE

A. Analysis and Fvaluation Bac und - )

Full DCAA support was obtained p‘r:lbr to and during negotiations.
d using organizations provide

The buyer, contract administrative office, an

information to DCAA on personnel manning. DCAA sutmitted an audit report
based on evaluation of historical and projected costs set forth in the pric-
ing proposal, adjusted for @overnment technical analysis. The negotietion
team, during negotiations, prepared & price sumary for each contract line
item. .The summary developed the Government objectives, based on updated
manning and cost positions, general and administrative costs and profit.

B. Negotiation Approach |
The Govermment approach during negotiations consisted of question-
ing the contractor's positions on manning and cost elements and presenting the
Government position regarding same. During negotiations the Government :
team stressed that they were interested inm reaching fair and reasonsble priees
For areas in which the contractor concurred with the DCAA findings, the O( A}i
The purpose of the

ment asked the company to present a revised proposal. e
request vas to allow the Government:to review an updated proposal prior to
. 3
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presenting the Government offer. In those cases where the contractor
stated that cost factors had increased, the Government allowed the con-
tractor to revise the applicable portions of the proposal for further
Government review. Ultimate negotiated prices vere established on "bottom
line” total price concept rather than on agreement to all cost and profit
factors.

C. Common Pricing E‘.I.enanta

There vere several pricing elements in vhich the Government
applied the same factor throughout the negotiations. The elements
involved SEA base G&A expense, common pool G&A expense, direct flight GRA
expense and profit. Since these elements were used for each applicable
item negotiateéd , the procedure used is explained below.

1. SEA Base G&A Expense.

‘ The SEA base G&A expense area applies to overhead costs
spplicable to Third Comtry Nationals (TCH's) based in Southeast Asia
locations other than Udorm, Thailand. This overhead cost from the non-
Udorn base locations iz allocated among all such TCN's. The contractor
proposed a SEA base G&A rate of 7.5 per cent of applicable TCN personnel .
costs. The DCAA evaluation rescmmended a rate of 7.0 per cent. The
T.0 per cent rate was utilized by the Government. . :

2. Common Pool G&A Expense.

The common pool G&A expense element consists generally of
expenses relating to the operating of the Taipel and Washington company
officesexclusive of that portion of overhead expense applicadble to direct
flight support. This cost overhead is shared proportiocnally amopg all
users of Air America services. The contractor proposed common pool G&A
at the initial projected rate of 6.4 per cent of total costs before common
pool G&A. The contractor later revised this to 6.2 per cemt. DCAA
evaluated historical experience rates and reconmmended a rate of 5.8 per
cent of total costs before commen pool G&A. The 5.8 per cemt rate was
utilized by the Government.

3. Direct Flight G&A Expense. ‘

‘ This cost element provides for the contnctor 8 Bl'.A flight
trainins and flight standards departments, and the Taipei-based offices of
the Vice Presidents for Flight Operations, Flying Contract Affairs, and
Traffic and Sales. Total direct support costs’ are allocated by projected
t otal aireraft revenue flying hours. The conti-lctor ‘proposed a rate of
$4.38 per revenue flight how. The Government developed a rate of $4.21
per hour, based on an addition of 150 revenue hours per momth for an
additional development aircraft program and questioned costs in the allocatior
‘base. The $4.21 rate was used by the Government. .
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b, Profit. . | J

 a. The contractor's proposal with few exceptions, provided
for a profit rate of 1k.3 per cent of cost. This wvas equal to e profit
rate of 12.5 per cent of price. The company had utilized identical profit
rates for the FYTO and FYT1 proposals. .

b. The Government's weighted guidelines profit evaluation
for FY71 showved a profit objective of 14.0 per cent of cost. This vas
equal to an objective rate of 12.3 per cent of price. The analysis factors
have remained constant for FYT2. . :

c. The Government utilized a profit objective of 13.3
per cent of cost, or 11.7 per cent of price, during fhe FYTO and FIT1
negotiations. These rates were not discussed or negotiated with the
contractor. Therefore, as FYT0 and FYT1 pricing had been accomplished
utilizing a lover profit rate than that developed for FYTl, it seemed
possible that the contractor would continue to accept total pricing
incorporating the lover FIT1 profit rate objective.

) d. As a result of the negotiation tesm's evaluation of
the above factors, the team used & profit rate of 13.3 per cent of
cost, or 11.7 per cent of price, in establishing the majority of Govern-
ment price objectives. Exeeptiens to this profit rate (all of vhich
involve lower profit rates) are shown in Sectioms XIV.C. 5 snd 6 and
in section XV.c.l, of this memorandum. ' J
\

D; HNegotiation Outline

The actual negotiations are presented in Sections VI through XVII1

_ of this memorsndum. The items are discussed in the order covered in the

negotiations.
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IV. NEGOTIATION ATTENDEES

+HE FOLLOWING PERSONNEL WERE PRESENT DURING ALL OR A PORTION OF -
REGOTIATIONS (17 AUG - 1Y SEP T1) _

US_GOVERNMENT

NAME

Col Ray W. Bauman

Col G. E. PBrennan

Col Boyce M. Smith -
Mr Charles Gabeler

Lt Col James L. Brever
Lt Col Gerald Yenek

Lt Col C. A. Edmonds
Lt Col J. I. Chatman
Mr E. H. Lerager

Mr Harry C. White

Mr James E. Bpencer
Ma) Joln R. Knowvlton
Mr Bruce H. Rowlands
Mr. Roger W. Starbuck
Maj Williem A. Acker
Maj Clarence G. Thompson
Ma) Joseph A. Schmitt
Mr Joseph J. MeGrath
Mr Al Reiss

Capt Martin L. Kaufman®
Capt Peter E. Peck
Capt George C. Kramer
Mr Carl Grundy

Name

AIR AMERICA, INC

Q_Ys.m_h,at_!on .
DEPCHF /ADC

PACAF/DC _

Hq 1st Wea Gp/CV
USAID/DCASB

CINCPAC/J431

Det 11 AFCMC/CC
MEDTC-FWD

MEDTC-REAR

DCAA Tidpei -

327th Air Division ‘

* SGMAMA Contracting Officer

DEPCHPF-L/AFCM

USAID/AIRA

USAID/ASB

SMAMA Legal Office

Udorn Field Office Cmar
Hq 1st Wea Wg/DOW -
Udorn Field Office Det 11
DCAA Taipel ‘
SMAMA Contract Negotilator
DEPCHP-L/AFCM

' 10th Wes Sq/DOCW

DCAA Taipei

Mr, Jemes W. Walker, Jr

‘Mr, AL Weuste

Mr Var Green
Mr. Sigvard O. Larson®

Mr. Clarence J. Abadie, Jr.

Mr Donald Malech
Kr. Jackson L. Forney

Mr. Gary Bisson
Mr. E. H. Richmond

 #primary Negotiators

Office

Vice President, Flight
Operations . -
Vice Pres, Technical Serv

Vice Pres, Flying Contr A

Asst to VP, Flying Contr

Base Manager, Udorn -

Manager Financial Affairs
Udorn -

Director Technical Servic
Udorn -

Legal Counsel, Taipel
Flight Operations, Taipe:
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V. NEGOTIATION OVERALL SUMMARY

A. Overall Summary of Price Negotiations

Proposal
1. Comunications Net: ‘
Total all 7 sites: $48,878.50/mo
2. Weather Net: |
Total all 4 sites: $22,850.73/m0 -
3. Contractor-Furnished Aircraft:
a. C-47 $ 232.64/hr
b. Beech 10-2 186.00/hr
¢. Volpar Twin Beech
El) 0-70:00 hours per mo $16,187.00/mo
2) Over 70:01 hours _
per mo 104.29/hr
(3) Area operations pay 8.82/hr
4. TACAN PFixed Price:
a. Order 0004 Fixed Price: |
© (1) Jul-Sep 71 $23,089.00/mo
(2) Oct-Dec 71 23,089.00/mo
(3) Jan-Jun 72 23,089, 00/mo

b. Order 0004 Per Diem Rates.
objectives negotiated.

C. Ifem 21

5. Udorn Labor Hour Rate

6. Udom Base O§M

7. 0-1 § U-17 Maintenance
a. Jul-Aug 71 -
b, Sep 71 - Jun 72

8. SP.A Labor Rate

9. Tainan Labor Rate

9 subjtems. Minor increases fram Covernment -

'3,946.00/mo

$  2.67/Mr
‘$165,363.00/1‘1;o - $155,995,00/m0

$ 73,091.00/n0;

2.86/hr 3\ $

Objective
$3:3,4os . 00/mo
$19,928.00/mo
$  232.00/hr
186. 00/hr

$15,555.00/mo

. 102.59/hr
8.71/hr-

$18,778.00/mb
20,621.00/mo
17,222,00/mo

3,686.00/mo
$  2.MMmr

$ 23,207.00/mo

73,091.00/no 50,659. 00/mo
$ 5.51/hr $ 5.41/hr
$ 2.86/hr

&ggti.ated
$38,788.00
$20,170.00
$  232.00
186.00
© $15,555,00
103.00
'. s.n

s |
a j !
Y 1

$18,942.00
20,6 )9 |
17,275700

3,725.00
$  2.45
$1$s,995.m
$ 23,250,00
51,000, 0C
$ 5.41
$ 2.8
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10.

1,

12,

13,

Item

W-34 Flying Services

a. 0-6,150:00 hrs/qtr
(exclusive of de-
mobilization cost)

b. Demobilization Cost
B Ftued
~rated among
24,600 flying
hrs (6150 x 4)

- Over 6,150:01 hrs/qtr

d.  Area Operations Pay

e. Trip Hour Pay
Category A
Category Dt

£. Dead Head Pay
Category A
Category Dt

Proposal
$ 77.10/hr
$178,934.00
6.07/hr
' 37.14/hr ,
18.68/hr
'32.86]hr
4 11.65/hr
i
- 24,27/hr

8.79/hr

Objective
$  66.50/hr  $  67.00/mr.
$89,058.00 $89,058.00 -
3.62/hr 3.6/
" 36.46/hr 36.64/hr
17.97/hr 18.00/hr_
32;12/hr  32.12/hr
11.41/hr RSNV, "R
L 2amr 242
8.18/hr 818/

Additional Flight Persannel: 42 subitems. Goverment objoctives obtained on .
39, with minor amounts over objectives (0.1 per cent) on remainder. ST

Functional Check Flight §
Ground Rotor Engagement:

Logistics Management
Assistance Team
a. Jul-Sep 71

b. Oct 71

$16,300. 00/n6

'6,733.00/mo
14.335. 00/mo
15.204. 00/mo

$15,700.00/m0  $15,700.00/wo. -

6,610.00/a0
'13,581.00/mo ~  13,825.00/0
13,941.00/mo0 14,400.00/0"

B. A 'total of 89 separate items were priced for the FY72 contract

period. Fourteen priced elements were new to the contract.

FY72

pricing campared to FY71 prices resulted in increaseg on 49 items,

decreases on 23 items and

levels.

of this memorandum.

prices unchanged on the remaining
The majority of price increases were due to changes in Goverrment
requirements resulting in additional persommel and/or higher skill
In several cases, such as the UH-34 pr
hours caused increases in the overhead allocation o
regarding price comparisons are contained in the applicable sections

' _FOR-GRCIAL USE-OMLY el SR

3 items.
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C. The negotiated prices reflect a total reduction of $1,361,440
from the prices proposed by the contractor. The success of the nego-
tiations is due to detailed audit and technical analysis, informatiom
obtained on the negotiation team's pre-negotiation fact-finding trip,
and technical assistance from each customer organization and Udorn
Field office persomnel.

D. The Contracting Officer and the Contract Negotiator have -

reviewed all factors and prices pertaining to this negotiation. Addi-
licable sectioSof this -

tional details are set forth in the app
memorancum, It is the opinion of the undersigned that the FY72
prices set forth in this memorandum are fair and reasonable.

MG %ﬂkmw Er
MARTIN L. . Capt, USAF RS E.
Contract Negotiator (9 oct 37/ tracting Officer 1707/ 97/

!

CONCUR:

JAMES M. MISCHO . |
Chief, F-105, A-l, T-39, F-84, A-X Bl_'anch
Weapon System & Major Equip, Prog Py -
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VI. CIMMINICATIONS NETWORK (CONTRACT ITEM 13) AND WEATHER NETWORK
NTENANCE

(ORDER 0005) OPERATION AND MAI
A. Negotiation Period

17 through 19 August 1971
. B. Background

These items provide for the operation and maintenance of seven
(7) conmmications network sites and four (4) weather network sites,
All weather sites are co-located with commmications sites. One factor
in the co-located site operation is that certain contractor persomnel
(such as maintenance and radio operator. persommel) provide services for
both networks. The two customers fund for their pro-rata portiom of
the services involved. Therefore, both items must be negotiated simul-

taneously, Prior to and during the negotiations, the customers provided
technical assistance regarding personnel strength and cost-sharing agree-
ments. Cortain site costs represent allocation of central cost elements
among all sites. All sites are priced an a monthly price per site basis.

C. Proposal, Objective, and Neggtiated Anounts
1. Monthly Combined Cam Net and Wea Net Elements

Initial. Revised

Contractor ' Contractor

_Proposal _ _Proposal

Com Net Wea Net  Com Wea

Radio Operators  $11,807 - § 6,302 $10,605 $ 6,146
Comm Engineers 1,642 410 1,642 410
Mechanics; RMD 17,679 - 8,093 12,484 6,535
aMD 5,004 -0~ - . 4,51 = -0

Weather Analysts -0- 2,141 ._=0- 2,141
Subtotal VB3I 315,996 SO SISNST

Salary Increasc : '
(2.04%) , 737 346 - 508 31

Per Diem 622 188 L 621 188
Subtotal. 'y ’
Base GGA Expense 2,706 1,311. 2,182 1,180

Subtotal . T&ng? 57.5;)_ 57.,5%) .;7.5;)

Cammon Pool GSA 2,572 1,203 2,027 - 1.048

Profit 6,110 2,857 4,960 2,566

14.3% 14.3% -
Total Mo Price 3‘5!‘679‘) 25, 32(2‘9‘5?[) ~ §39,630 320,575
' ﬁ otiated

DCAA/AE
Objective
Com  Wea
$10,484 § 6,081
1,642 410 |
12,484 6,535
Eh
-0- i
329717I'¥ISfIU} i
254 170
621 188
33'0;013 315,525
2,003 1.000
7.0% 7.
1,859 963

5.8%) (5.8
4,497 2,350

15,39 (13.35) |

19
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2. Individual Site Pricing

Contractor's

| .

Prices Per Site Per Month

Contractor's

Govermment

mM‘

Initial Proposal ‘Revised Proposal Objective Nepotiated
Comm Wea Comm - - Wea Conzn ‘Wea .Camm Wea
$20,733.15 $12,199.25 $14,897.69 $ 7,925.41 414,422 $ 7,664 $14,524 7,754
5,396.43 3,855.52 5,777.14  4,292.95 5,603 4,178 ,66 4,229
4,088.49  3,850.03 3,873.98  4,676.99 3,747 4,555 3,791 4,612
6,685, 20 2,945.93 5,116.22  3,629.53 4,946 3,531 5,010 3,575
4,703.31 N/A 1,670.86 N/A 1,606 N/A 1,631 N/A
5,510.90 N/A 6,626,81 N/A 6,401 N/A 6,470 N/A
1,721,02 N/A 1,717,.78 N/A 1,680 N/A 1,702 N/A
$48,878.50 $22,850.73 $39,680.48 $20,524,88 $38,405 $19,928 $38,788 $20,170 -

n. Techniczﬂ Analysis of Proposed Manning

1. The cawn net and weather net customers concurred in the'runber

of radio operators and mechanics shown in the contractor's initial cost
build-up. The customers also concurred in the proposed allocation of
shared cost elements. '

2. PQO/buyer analysis noted that the initial proposal showed an

approximate $8,000 per month increase in mechanic costs over FY71. The
FY72 mechanic proposal was based on two categories:

- maintenance division (RMD) mechanics,
2 cost per man basis; and 1820 hours produced per month (comm net only)
lil’rum ;heigeneral maintenance division (@), priced on a labor cost per
our bhasis,

4
R

38 full-time regional
assigned to both programs, priced on

Analysis further noted that in FY71 negotiations the contractor

had uscd a direct labor hour realization basis for BMD mechanics. This was
a substantial change from the prior man-month basis and imvolved extensive

discussions before the Goverment accepted the labor hour

pricing. Thercfore, the negotiation team questioned the FY72
R) mechanic costs. DCAA was requested to develop audit data
hours produced during the FY71 period. This data base
stantially lower than those in the man-month costing procedure,

Ly

‘E.  Major Discussions
1. Radio Operators } 1

a. The contractor proposéd costs based on an average 37.5
R/Os for comm net and 20 R/Os fgr weather net. This was priced at pay
scales as follows: _ :

re for FY71
gﬂrpsal for
ased on RMD
yielded costs sub- -

11
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Comm Net Wea Net Total

UUdorn 55% Chief Cat "C" 7.5 . -0- 7.5
§ 7"t -

Other locations: B 21.0 11.0 32.0

: "D, 4.0 5.0 . 9.0

'"DL" 5.0 4.0 9.0

3.8 20,0 57,5

b. The R/0s from other locations were initially costed from
a pool consisting of 60 R/0s plus 8 trainees. Subsequent to delivery of
the proposal, one category ''C" R/O quit. The Govermment stated that an
adjustment should be made in the pricing, as one of the lower-pay category -
trainees would most likely replace the previous R/O. -The contractor con-
curred. Pricing was estazlished using an average cost per R/0. The -
average costing method also provides increased R/O assigiment flexibility.
Both parties agreed that, if a partial termination occurs, both will review .
average costing procedure to determine if it is still adequate.

c. The Govermment requested that the senior R/Os attend
periodic contractor/custamer conferences at Site No 1. Contractor con-

curred,
2. RMD Mechanics

a. The goverrment questioned the contractor's use of average
monthly pay and fringes, plus labor burden (at 109 per cent of pay and
fringes) for RMD lahor. The Govermment demonstrated.that experienced RMD
hours charged to both programs in FY71 yielded experienced costs substan-
tially under those in the current proposal. After additional discussions,
the contractor accepted use of a direct labor hour times a cost per hour
pricing basis, FY71 RMD data was developed from accounting records and
applied on a monthly average basis to all sites.

b. Final Govermment curqmtatioh yielded 2,965 labor hours
for canmnications net support and 1,553 hours for weather net support.

3. GMD Mechanics

. ~_a. Review of G hours and costs per hour resulted in an.
increase of hours fram 1,920 to a new total of 2,193. Concurrently, the
cost decreased from $2.62 per hour to $2.08 per hour.
‘4. Senior Weather Analysts ! o
_ The Govermment renuested that the senior weather analyst make
at least one visit to each site per year. The. contractor concurred.

FOR-OFFGML-USE-OMY- 12
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F. Negotiated Savings

The negotiateil prices represent a reduction of $121,086 fmml thé)
proposed communications net price and a reduction of $32,169 from the
roposed weather network prices. The total savings for both Programs are

5153 »255.

- G.  Sumary

' The negotiated FY72 monthly prices for both programs exceed the
total prices for FY71 by $548. The FY72 commmications net price is
$1,839 higher, while the FY72 weather net price is $1,293 lower. The

changes are due to improvements in cost allocation procedures on cost-
shared elements. The FY72 prices are considered to be fair and Teasonable,
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C | VII. FLYING SERVICES - CONTRACTOR FURNISHED ATRCRAFT (ITEM 2)

A. Negotiation Period
20 through 23 Aug 1971

B. Backgrownd

1. Contract Item 2 provides for flying services for contrac-
tor furnished aircreft provided to the Government under call arrangement
procedures set forth in the contract. Three aircraft will be provided
for in FYT2: C-UT, Beech 10~2, and a Volpar Twin Beech (VTB) aircraft.

2. Adrcraft are provided on a quarterly call (C-AT and Beech
10-2) monthly call (VIB) or dally call (C-MT and Beech 10-2) basis. If
a quarterly call is issued, a quarterly minimum &f 180 hours is stipu-
lated. If a dally call is used the Govermment pays only for the hours
used that day. The monthly call (for the VIB) stipulates 2 minimm of
T0 hours per month. (The initial VI'B requirement was based on a 60
hour monthly minimm. It was later changed to a TO hours monthly mini-

zum).

Aysiemun

3. The C-UT and VIB aircraft are priced on a "dry wing" rate
vhile the Beech 10-2 is priced on a "wet wing” rate. Dry wing means
that fuel will be provided by the US Government. The contract cenmtains
a provision that in the event Goverrment fuel is not swailsdle, the
contractor may furnish fuel as a cost reimburssble item. Vet wing means

o

j that contractor-provided fuel is included in the price.
C. Proposal, Objective, and Negotiated Amownts
1. C-47 price per flying hour: -
CONTRACTOR  DCAA Propo*ed _
Cost Cost . Price Accepted -
Cost  §235.22 $231.01 $232.00 $232.00
2. Beech 10-2 price per flying hour:
Proposed : Atcepted
Price i
186.00 . - 186.00

3. Volpar Tvin Beech prices per 70 hour minimum and over-minimums
1 ‘

NOTE 1/ f:onLracf.or proposed C-47 price, if .ipreaen'ted on standsrd cost snd
profit basis, would have been $268.85/hr. Gov't objective would have been
$261.75/hr. See pars D.2 on page 16. .




Contractor's Revised Air Forece
Proposal DCAA ObJectives
Over Over
Mo. Price Per Hr Over min . min
Cost Element 0-70 Hr ninimum Mo. Price Per-Hr Mo. Price Per Nr.
Flight Crew: ‘
Base pay/fringes $2,770 $2,770 -~ Seme as DCAA
Over guarantee pay T9 29.11 19 29.11 Cost Elements
Night time pay lg 19 .
Deadhead pay ;r S . __2g e e ——
Subtotal 2,90 29.11 2,90 29.11
Personnel Expense 198 - 198
Airframe maint 1,884 26,91 1,884 26,91
Engine maint 1,681 2h,01 1,681 2k.01
Acft deprec 1,2k 1,2k
Rotables deprec 1,072 913 -
Other exp 15 .22 13 22 -
Tech services 8hh 8hiy
F1t operations 2,563 2,563
Traffic servicing 25k 254
Ground property _
Depreec +51 25 291
Subtotal 12 ,392 0.25 12,549 - 80.2
Base GSA 1,321 .68 1,321 .62
- Hrect Flight oA go'{ .38 295 :.2; : -_ |
Total Cost $13,9%5 391.0;:%"" $13,729 $90.05 313,729 390.05
Profit 3_&,32(15.35 13.01 N/A "H/A 6(13, 95
Price: 15,937 $10%.09 15,555 3103 00
Negotiated: 315.53 /mo $103, OOIhr

b, VTB Area Operation Pay Rate (pald for each aircraft flying hour).

Contractor's Alr !'orce
 Proposal DCAA Objective
Cost per block hr  ($1k.00X. so) ($14.00X.50)
Times 50% payment rite _
Area Cost Per Hr 7.00 7.00
* Area pay on 3.88% non- ' ,
. revenue flight time ($7.00X.0388) .27 2T
con posl GUA b 212 (6.25) kg ( sx) T2 (5.8%)
. Common P 2 s 5. 4 5.
Total Cost T.72 T.E . P 7.39 _
Profit 1.10 (18,3%)  N/A 1.02 (13.3%)
Price per Hr $3.62 N/A . .T1
\ Negotiated: $8.71 h

PR
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() b. Mator Discussion

1. VTB minimums. The flovernment requested a change to a
minimum of TO hours per month. The contractor presented a revised pro-
- posal of $15,937 fixed price per month and $10b.09 per hour over
ninimum. The initial proposal equaled $16,187 fixed price and
$104.29 per hour.

2. C-hT pricing. Contractor stated that the cost ‘duild-up
of $235.22 less an "adjustment" factor of $31.66 per hour, plus pro-
fit of $29.08 on the remaining costs would give a proposed price of
$232.6h. The contractor stated that the volunkary adjustment was in
sccordance vith compeny policy on this aircraft. The company further
proposed a reduction to $232,00 per flying hour. DCAA confirmed that
total questioned costs were substantially less than the voluntary
adjustment. The Government acoepted the proposed $232.00 price.

3. Beech 10-2. The FYT1 wet ving price vas $183.00 per
hour. The contractor proposed a FYT2 price of $185.00 per hour.
A detailed cost dbuild-up was not presented. DCAA confirmed that
flight crev wage agreements for calendar years 19T and 1972, as
set forth in the Far East Pilots Association (FEPA) Union Comtract
of 16 March 7O equaled the proposed price incresse. The Government
iagcg';gd the proposed $186.00 price. Customer projects very low use

( ™ : L. Volpar Twin Beech. The contractor's cost build-up con~
NS tained estimated costs for depreciation of rotables and other
flight equipment. DCAA took exception to the accounting practice
used in developing overhaul cost vhich included depreciation on
repairable rotable components. During discussion the contractor
stated that the change in accounting procedure was made in response
to a recommendation by a professional audit company. The contractor,
- later accepted the Government price offer (in which the questionsd
depreciation costs had been deleted from the Government cost build- S
up), prefacing acceptance with a statement that it vas negotiating a fixed
price without comment regarding the question of depreciation on rotable
spares. The contractor requested that the Govermment's notes refledt
that no agreement was reached on this area. The Government concurred.

E. Negotiated Savings
' 8. Bavings are claimed only for the VTB pricing.
- b, The negotiated prices resulted in reductions from the
contractor's proposal, based on an expected VTB utilization of
8o hours per month, as follows: : . ! _
1. TFixed price: $632 per mqnth,-net savings of $7,58%4.00
o~ 2. Ova;- minimum: $1.29 per hour, net savings of $155.00

C) _ i 3. ‘_"3 operations pay: $0.09 per hour, net savings or $86.00

FOR-OFFIGIALHSEOMLY 10
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c. Total Negotiated Siw:l.nga equaled $7,825.

F. Sunmary

The nogotiitod prices equal the Government objectives
and are considered rair and reasonabls.

‘a\\-’/ £

17




FOR-OFFCIL-USE-ONL—

VITE.  TACAN OPERATTON AND MAINTENANCE (NRDFR 0004 AND TTEM 21)

A. Negotiation Period

20 through 25 August 1971,

B. Background

1. Order 0004 provides for operation and maintenance of PACAF/
TACAN equipment at three SEA locations. Item 21 provides for OfM of
one TACAN installation exclusive of the PACAF/TACAN requirement. During
the initial FY72 planning period, only two TACAN sites, Sites 1 and 2,
were considered for Contracter operation. '

2, In early July SMMA was requested to provide for TACAN Site -
Mumber. 3 under the hasic contract. This was added as Item 21 and an
operational date of 1 August was developed, Subsequent to establishment
of contract coverage for Site 3, PACAF roquestod ostablishment of a new -
TACAN site (idontificd as Site 4). TACAN custamer devel yed a revised
work specification for implementation into Order 0004 with the same.

- specification applicahle to Item 21. Therefore, the negotiations for

TACN operation and maintenance provided for Sites 1 » 2, and 4 under
Order 0004 and Site 3 under Item 21 of the contract.

3. Prior to fiscal 71, per diem costs for TACAN persomnel were
included in the fixed price. During fiscal 71 negotiations, the Govern- -
ment team felt that the variable nature was such that it was not possible .
to detemmine accurately the amount of per diem to include in the fixed
price. Furthermore, the custamer had stated that it did not have daily -
information from the contractor under fixed price provisions enabling it
to determine the actual on-site manning in utilization of persomnel
including the technicians headquartered at Udorn. Therefore, in FY71,
per diem charges had been pulled out of the fixed price and included as a
scparate line item for payment based on day-time per diem, overnight per
diem, and area operations pay for hazardous duty locations, ‘

_ ring the FY72 pro-negotiation conference, TACAN customer
mlvised that the contractor hoen providing a daily site manning
shact showing per diem charges and location of all personnel at all -
times. Customer advised that this information was extremely valuable

- viewpoint in managing TACAN operations and for analyzing contractor's

projected mamning ' for future programs. Custamer requested separate
per diem and hazardous pay elements be continued for FY‘IZ .

C. osal, Objective, and Negotiated Amounts. The negotiations
devel W major pricing areas, irst g a fixed price per
month exclusive of per diem and hazardous duty rates, the second being
rates for per diem and area operations (hazardous duty) assigmments.

The areas are shown below as follows:

| 18




- 1. “onthly Fixed Pric_es

Monthly Cost Elements |

Supervisor (Am)
Technicians (Am)

RMD Mechanics-Site 4
RMD Mechanics-1,2§3

Pay § Friﬁges
Burden '

Subtotal
Salary Increases (2.04%)
Site 4 set-up costs

Subtotal

Base GGA

Subtotal

Coammon Pool GGA
~ Total Cost

Profit

Price Per Month .

' Contractor’

5

_ Contractor's

Initial Proposal - Revised Proposal
Order Item Item Order
0004 21 21 0004 '

Mg TT-Fm 72 Jul-Sep 71  Oct-Dec 71 ~Jan-Jun 72

$1,402 -0- -0- -0- $ 1,402 $ 1,402
6,252 - $ 5,002 5,002 5,002
1,609 1,609 1,609 1,746
4,129 1,416 1,416 4,129 4,129 2,680
‘4,50_0 (109%) 1 543 1,543 4,500 4,500 2,917,
17,892 2,959 2,959 15,240 16,642 13,747

365 60 60 311 339 280

71 71 71 71
is,szs 3,019 3,019 15,622 17,052 14,098

660 (7.5%) 226 226 650 650 420
9, 6.4%) 3,285 3','.215'( Y 18,277 17,702 14,518
1,215 (6.4% 208 201 (6.2 1,009 1,008 900
2,886 (14.;%) . 493 19; 2,469 2,686 . . 2,203

- $23,089 $3,946 $3,938 $19,750 $21,486 $17,621
v on o
£nR-OFEICIAL USE-ONLY




DCAAMir Force Ohjective

- o Item - Order 0004
Monthly Cost Elements 2 . .
T Aug TI-Jun 72 Jul-Sep 71 Oct-Dec 71 Jan-Jun 72
Supervisor (An) Y -0- $ 1,402 $ 1,402
Technicians (Am) . $ 5,002 5,002 5,002
D “echanics-Site 4 - 1,609 1,609 1,749
R Mechanics-1,263 : ) - '
Pay § Fringes $ 1,348 3,939 3,939 2,558
‘Burden . 1,524 4,144 4,144 2,902
Subtotal 2,872 ' 14,694 16,096 13,613
Salary Increases (2.04%) 60 300 320 277 .
Site 4 set-up costs ' 71 71 71
Subtotal 2,82 15,065 16,487 13,961
Base BGA - 211 (7.0%) - S67 567 395
Subtotal ' 3,200 15,637 17,062 17,358
Camson Pool GEA .~ 189 (5.8%) 906 989 . 833
Total Cost - 3,398 16,538 18,057 15,189
Profit 288 2,200 (13.3%)_ 2,406 2,020
Price Per Month ' $ 3,68 /1/ $18,738 -~ $20,457 $17,209
Negotiated: Item 21 - $ 3,725/mo
' Order 0004  Jul-Sep 71 .  $18,947/mo
: Oct-Dec 71 - $20,667 /mo
Jan-hm 72 $17,273/mo

Note: /1/ Government objective understated in error. Correct objective would have heen §3,848.
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2. Per Diem and Area Operations Rates:

Contractor Government _
Proposal Objective Negotiated
Per Day Per Day Per Day
Daytime Assignment:
aymt;erican & $ 3.65 $ 3.59 (1) $ 3.60
Filipino 3.27 3.22 - 3,28
‘Thai ' - 2.82 2,77 ' 2.80
Overnight Assigmment:
American 10.33 10,19 10.25
Filipino 7.19 7.08 . 7.10
Thai 6.61 6G.47 6.50
Arca Operations: . -'
American 6.08 5.99 6.00
Filipino : _ 4,57 4,54 - - 4,55 .
Thai : 2,62 2,56 2,60

NOTE (1): Differences due solely to differeﬁce between cmtraétor and
Goverrment GEA and profit rates.

D. Technical Analysis

1. The contractor proposed manning as follows:

Order 0004 - Item 21
(3 Sites) Q Site)
Supervisor A 1 -
Technicians
Site 4 A 1 -
(ther Sites A 4 .
RMD Mechanics _
Site 4 . B 4 -
Other Sites B 8 3
Dt 2 -
DL — 1
Total 20 4

2. The initial Govermment technical analysis questioned 2
. American technicians and 1 Filipinio and 1 Thai technician leaving
- a total of 20 personnel, : :

rior to i Xtensive revision of the TACAN work spetification eccurred
prior to negotiations. The senior TACAN representative determined that
Sito manning on a stand-by basis, rather than 24-hour dally coverage,
was ucceptable.  This was based on past contractor ability to maintain
the dosirod operationully ready (rms'. rate for the equipment. Revised
manning was developed. ,

:.3.7 ‘
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4. The contractor had proposed Item 21 pricing for the entire
fiscal year. As the site wasnot activated until 1 August 1971, the
negotiation tean deleted the proposed July 71 costs,

E. Major Discussions
1. Work Specification

a. Extensive discussions were required to develop the final
work specification. Agreement was reached on a mmber of key issues
including the following: ‘

(1)

(2)
all locations.

(3)
locations,

Contractor accepted a 98 per cent OR rate.
The specification provided for stand-by manning at

Reporting fomﬁts were established for all

2, Overall Persomnel Manning

- a, The Goverrment would not accep

set forth in the proposal until October 1971

t costs for the 'sxpefviSor
(the hiring date), 'Contrac-

tor concurred in deleting this cost element for July through September,

b. The Govermient stated that it

considered the mmber of

personnel proposed to be excessive, particularly due to the requirement

Change allowing stand-by site mamning,

and the phase-out of 3 Filipino mechanics and
January 1972,

3. Replacement of Site 4 Personnel,
Order 0004 fixed price included
for Site 4 personnel.

‘The contractor ultimately agreed .
to reduced manning with the immediate deletion of 1 American teczni

cian
1 N mechanic effective

It was agreed that the

replacement and transportation costs
Per diem would not be paid for replacement

persomnel covering for PCS assignees on sick or annual leave,

4. In response to a DCAA finding regarding idle-time cost build-up

for TACAN personnel, the contractor agreed to develop and implement a

ing procedure for said persomnel.

The would

accrue all hours, including idle (non-DSLH) time, against the TACAN

program. Projected implementation date was 1
concurred. ' |

F. Negotiated Savings

Oct 71. The Govermment

i
|

1. The fim fixed monthly prices negotiated resulted in a

56,377 reduction for Item 21 and a

54,588 reduction for Order 0004

from the contractor's proposed monthly prices. The net reduction was

22




A

$ 60,965. The per diem and area operation rates negotiated represent

a savings from the contractor's proposed prices. Expesdditures are
expected to remain at $2,500 per month. However, the amaunt of savings
cannot be camputed due to the variable nature of this item. '

G. Sunr_nazz

a. The total monthly fixed prices for Order 0004 and Item 21

is a 40 per cent increase over FY71 prices. However, FY71 involved only
two sites. The imareased prices arc due to additional manning needed for
the FY7Z program. The prices are within acceptable negotiation range of
the Govermment objectives. '

: b. The n otiated FY72 per diem and area operations rates
involve substantial ctions fram the FY71 pricing and are the Govern-

ment objectives.

c. The negotiated prices for Order 0004 and Item 21 are con-

~sidered to be fair and reasomable.

238
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IX. NEGOTIATION OF UDORN DIRECT SKILLED LABOR HOUR (DSLH) RATE
- CONTRACT ITEMS 5, 6, 7, 8, 9, 10, 12AB, AND 16 ,

- A. Negotiation Period
25 through 26 August 1971

B. Background

1. The initial FY71 program negotiations provided for a guaran-
teed minimum per quarter of 270,000 hours with a 10 per cent surge
capability to yield a total capability of 297,000 hours a quarter. The
initial labor rate was $2.69 per hour. Effective 1 Jan 1971, the DSIH
minimms were raised to a gualx)'aimteed minimm of 330,000 hours per quarter
with a 10 per cent surge lity to yield a total capability of
363,000 hogs' a quartgs.cap'rie revt{sed labor rate was $2.44 pg hour.

2. The initial FY72 PR requested a minimm capability of 350,000
DSLIT hours per quarter. Prior to 1 July 1971, the BSIH mindmm was re-

. vised downward to 330,000 hours per quarter. Concurrently, on 1 July

1971, the contractor initiated a revised campany personnel policy
regarding average work-week, reducing the work week from 48 hours per man
to 44 hours per week. This impacted the contractor's ability to develop
DSIH at Udorn. Contract pricing is developed on the basis of projected
monthly direct and indirect labor costs, direct and indirect support costs,
and general administrative expense and profit area. These cost factors,
when divided by the contractor's maximm capability per month, yield a
negotiated cost per labor haur. Therefore, negotiations involved develop-
ing two aspects - (1) Actual labor hour capability at Udorm, and (2) costs
per month to obtain same. '

C. Proposed, Objeétive- and Negotiated Amounts

Contractor's Contractor's :
Initial Revised ‘ AP

Monthly Costs Proposal Proposal DCAA: - Objectiwn
Direct Skilled Labor  $131,071 $131,037 $131,880
Skilled Labor Support 53,002 53,002 53,002
Unskilled Labor Support . 5,476 5,476 5,476
Other Support 10,016 10,016 10,016
Other Expenses 31,386 30,327 26,570
Projected Cost Increases: N : . |
- Econamic Increases $ 4,711+ $ 4,5% $ 4,536
Additional Personnel 121 1 =0- -0~
Conversion to Anmual Leave - '
Plan for Americans 1,641 1,641 1,641
'l""e)ghanic Trainee § Mechanic ' c
rade Training 4,265 - 4,268 . 4,265
Subtotat | §241,689 740,50 SB7.7%6

oR-orHE Y - 24




Monthly Costs

Subtotal carried forward_

Common Pool GGRA

Total Cost
Profit

Total Cost § Profit

{Hours Produced Per Month:

Price Per Hour

C. Technical Analysis

EQR-DFHEHAL-USE-ONEY:

Contractor's Contractor's : ‘
Initial Revised AF
Proposal Proposal - DCAA Objective
$241,689 $240,360. $237,286

15,468 14,902 13,762

6.4% 6.2%) 5.8%

36,737 36,466 N/A 33,391
gl4.3%l 514._3%) 513.3%)
110,000 115,000 117,000 117,000
$ 2.67 $ 2.54 $ N/A $ 2.4

Negotiated: $2.45

| 1. The Goverrment determined that the contractor's actual BSLH
capability exceeded the 110,000 monthly figure shown in the initial

proposal.

The negotiation team analyzed fourth quarter FY71 output of

379,094 labor hours (based on a 48-hour work week) and converted same

" to a 44-hour work week.

Computations [(379,094 : 3) (44 ¢ 48) = (126,365) .
(.917)] yielded an adjusted FY72 capability of 115,800 hours per month |
. based on 1 July 1971 personnel strength.

2, DCAA analyzed the projected personnel strength throughout FY72.
The average monthly directed skilled labor force was 718 mechanics.,
average monthly realization of 163 hours, this yielded a straight-time
capability of 117,000 hours per month or 351,000 hours per quarter.

At an

3. The negotiation tean used the 117,000 hour figure in develop-

ing the Govermment negotiation objective.

utilization would equal 363,000 hours per quarter based on customer

jections of workload and contractor use

ments,

quarter.

D. Major Discussion - Udorn Capability

of overtime to meet the requ

4. The guaranteed minimnm would remain at 330,000 hours per

The customer estimated that

fre-

1. The company said its proposal was based on a 110,000 hour
per month minimm guarantee without surge capability. The company stated
- that this was based on information available to it and an analysis of the

projected hours

by quarter for all workload to be inpu
campany proposed that the minimm guarantee remain at 330,000 with a 5
per cent surge capability for a total capability of 345,000 hours per

t at Udorn. The

25
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quarter. Contractor provided its forecast of hours per quarter for
aircraft systems applicable to Udorn. Forecast was as follows:

UH-34 Aircraft (AA operated) 75,000 hrs
Other UH-34 Aircraft 30,000 hrs
T-28 Aircraft 70,000 hrs
01/U17 Aircraft 40,000 hrs
C123 Aircraft - - 63,000 hrs
C7A Aircraft 1,500 hrs
U4/U6/C47/U1 Aircraft 500 hrs
Cam/Weather Support 3,100 hrs
Campany Aircraft 40,000 hrs
UH-1 Aircraft 1,500 hrs
Contract Misc : 24,000 hrs

TOTAL 348,600 hrs per quarter

2. The contractor stated that its current maximm capability
as a result of conversion to the 44 hour work week was such that it
could not provide the 110,000 hours per month plus a 10 per cent surge
capability for a total of 121,000 hours per month. The contractor
prepared a revised proposal with a fixed price of $2.54 per hour based .
on a monthly capability of 115,000 hours. Contractor advised that this
was based on 708 persons on board. The contractor advised that the
revised manning schedule reduced third country nations (TCN) manning
and adjusted for graduating trainees and attrition. The TCN adjustment
replaces same Chinese and Filipinos mechanics and replaces same with
Thais. (Note: TCN pay rates are substantially higher than rates
for Thais. Therefore, increasing the proportion of Thais in DSIH
pool yields proportionately lower total costs. : .

3. The Goverment requested that the contractor consider full
application of graduating trainees to the DSIH labor pool. It was
understood b{oboth parties that final agreement would be reached on a
price per labor hour with no additional discussion of the labor hours _
used by either party in detemmining plant capability. ST

E. Negotiated Savings

The negotiated DSIH rate is a $0.22 per hour reduction from

the contractor's initial proposal. At an expected utilization of

1,452,000 hours for FY72, this yields a net savings of $319,440.

F. Summary

. The negotiated NSLH rate of $2.45 per hour is a $0.01 per hour
increase over the prior FY71 rate of $2.44 per hour. As the FY71 rate.
was based on a standard work week of 48 hours, the FY72 rate in effect
1s a reduction in cost per hour for FY72 [($2.44) (48 : 44) = $2.66 per

. ] bl S
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hour converting the FY71 cost/profit basis to a 44 hour work week].
The FY72 rate turned out favorably to the Government due to increased
utilization of Thai mechanics, replacing T(Ns retiring or otherwise
leaving the company. The FY72 rate is considered to be fair and

reasonable.
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X  UDORN BASE OPERAT.UN AND MAINTENANCE (ITEM 120A)

A. Negotiation Period

25 through P& Aw: 1971

B. Background

Contract Item 12AA provides for services other than direct skil-
led labor necessary to provide continuous operation and maintenance of
the Base, Thailand, in performance of U.3 Govermment requirements. All
facilities and equipment are provided by the Government. Pricing is
based on the number of personnel necessary to provide the services,

'The contractors initial proposal was based on the 31 May 71 on-board
strength, plus a substantial personnel increase. The contractor Bub-
sequently presented a revised proposal which reduced proposed persomnel

strength.
C Proposal, Objective, and Negotiated Amounts

Contractor's Revilsed - S
Initial Contractor Air Force
Cost Per Month Proposal ‘ Proposal , DCAA ‘ Objective -
(‘2323'_ Wg 1L) T
Bace pay & fringes for $91,616 $91,616 391,616 - $91,616

personnel on board 31 May T1:

Taipel Flight Ops Div

Allocation 10,594 10, 594 8,643 8,643
3

ggom glgb'l ( ,35’?,08) Ao 7,0132) ( 2,0723) ( 2,223)

orn Schoo 30

Subtotal JI05.635 IﬁsiTOB_ 151,8188§ e
Other expenses 13, 507 : 13,507 13,181 13 1
Subtotal _ 119,139 9.8~  T5070 o7 T
Projected cost incresses: . .

" Salery increase (2.04%) 2,214 2,228 2,171 2,171
Additional personnel:
Change to 4 hour weeks 2,156 2,17h 1,098 1,098
Aeneral Maintenance Div 5,827 3,216 3,216 3,216
Other increases 1,287 1,136 1,136 1,136
Conversion to annual . - '
leave Plan - 1,367 1,367 1,367 1,367
Bangkok base support Al-
location 4,000 4,000 - y ooo
Subttotal

Common pool G&A ' 8. 70; 6.k 8,2k2(6. 7 5.89
Total Cost IEE’%‘Q%S— ?) ‘I"ﬁsg‘—%) %586 :8%) ET'%?_
Profit 6T70(14. 20,168( 1L, N A ,% 3.3
Price per month $E§L3'6§L— 3#) 1'6TL3'5'6S_ 3‘;) $155,%

Negotiated: ?156,009 _per month

NOTE 1: Udorn Club provides employee mesl faciliti-eé.

geROFFOACTSEORY 28
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D Major Discussions

1. Additional Personnel. The contractor's proposal is based on B
the number of personnel necessary to provide the required gervices. i )
The contractor's revised proposal included a total of 67 new individuals, oS

, a8 follows:

. a. Conversion from 48 to 44 hours work week. 23 people with
an on-board date of 1 Oct 71l. Proposed monthly cost of $1,565.70 vere
pro-rated over a 12 month period for a net monthly impact of $1,17h.28.
- Personnel were as follows: .

3 Supply Clerks,
2 GMD mechanics,
6 security guards,
1 personnel clerk,
1 communications radio operator,
-~ 2 traffic dispatchers,
© 5 drivers,
and 3 Club personnel, -

b. Additional OM workload at existing base area. 13 ople
with an on-board date of 1 Oct T1. Proposed monthly costs of $1,514 .35
were pro-rated over a 12 month period for a net impact of $1,135.76 per
month. Personnel were as follows: . :
1 Communications Clerk, : 8 Storekeepers, .
1 Personnel Clerk and 3 Equipment Maintenance Technicians,

c. Base area/Facilities Expension. Extensive Government additions’ )

including warehouses,' h&ngars, and associated facilities will be completed N
in the second quarter of FYTl. This area will increase the contractor's 0 & M
' responsibility and will impact the support services required (Regional General
Maintenance Division} The contractor proposed personnel increases in the
~ power plant, power generator unit, water sewage processing unit, vaste

processing unit and other additional RGMD work areas. The proposal detailed
31 persons with an on-board date of 1 Oct T1. Proposed momthly costs of
$3,557.06 were pro-rated over 12 months, yeilding a net impact of $2,668,48
per month., Personnel were as follows: E

1 Engineer, 2 foreman, 5 leadmen, 1 technician, -
10 mechanics 5 artisans, 1 gardener, and 6 utilitymen,

2. Leadmen/and mechenic upgrade reclassifications. The contractor
i proposed costs applicable to upgrede reclassification on 8 leadman :
- and 8 mechanics, effective 10 Oct T1. Total.cost of $729.hh per month
were pro-rated over 12 months for a net impact of $547.08 per month.

'
|
1
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3. After detailed discussions of each proposed addition and classi-
fication change, the Government accepted the proposed 67 added persommel
and the 16 reclassifications. '

4. Udorn Club Operations

8. The contractor integrated Udorn Club Operations into the Udorn
Base OM operating account in Aug 70. Effective 1 July 1971 the company
proposed monthly emortization of $5,085 per month of the olub surplus of
$61,027 as an off-setting credit to the Goverament for assuming the over-
head costs in FYT2. Concurrently, the contractor applied $2.07T per
month operating deficit against the surplus, yellding a net credit to
the Government of $3,008 per month. :

b. DCAA took exception to the off-setting $2,007 deficit. After
di:cussions with the contractor the negotiation team reinstated the
$2,007. Reinstatement was based on verification that, prior to
Aug 1970, the club costing did not include several club management slots.

‘Therefore, upon trensfer to a single cost center operation, the club hed

an average monthly operating deficit of $2,007.
C. ,. Negotiated Savings |

The negotiated monthly price is a $9,363 per month reduction from
the contractor's proposed price. "This yeilds a negotiated savings of
$112, 356 for FYT2.

F  Summary

1. The FY T2 price exceeds the FYTL price by $6,305 per month.
Hovever, the FYT72 pricing includes 67 additional personnel ss well as )
upgrade reclassification of 16 other personnel (the basic costs thereto
accepted by the Government, exclusive of G & A expense and profit, totals-
$5.447 per.month). Furthermore . for FYT2, the contractor has accepted 0 & M
responsibility for a greatly expanded physical plant,

2. The negotiated FYT2 price, after evaluation of all factors, including

the Govermment price objective, 1s determined to be fair and reasonable,

30
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XI. 0-1 AND U-1T DROP-IN MAINTENANCE (ITEM 1%) : )

A. Negotiation Period

28 to 30 Aug 1971 ‘

B. Backzround

Contract Item 1h provides for FYT2 maintenance services at
five locations other than Udorn on up to 27 0-1 and U-1T7 aircraft. Yor
FYT1 coverage was required at b sites for 17 aireraft. In addition,
in fiscal 71, work was performed at a Sth site on a T&M basis. PFor Iz
the using activity required that all sites be provided with a dedicated
vork force to support the 0-1 and U-17 mission. The contractor proposed a
61 man work force at a fixed price of .approximately $73,000 per month for
the five wite, 27 aircraft program. This was a threefold increase {Personnel
and price) from the FYT1 program. The negotiation team was aware of o
situations in the latter part of FYT1l in vhich using organizations had
requested services beyond the maintenance concepd used in pricing the FYT1
program. In addition, for FYT2 the customer had requested greater shift
coverage and additional technical skills at all locations. The team felt
that, once agreement vas reached on specifications and skill requiresents,
8 significant reduction from the proposed manning would take place.

C. Proposal, 6bJective, and Regotiated Amounts

Original "Revised DCAA/Air Force )
Proposal Proposal ' Objective o
( § Sites) Jul/Aug T1 Sept T1/Jun T2 Jul/Aug T1 Sep T1/Jwmn
, (L Sites) (5 Sites) (h Sites) (5 Sites)
Personnel |
Requirements:
Crew Chiefs 3 2 3 2 3
Leadmen 3 L 5 h 5
Mechanics = 55 30 - _35 30 35
Total 61 36 . 36 3

Monthly Costs:

Base Pay & fringes

$25,022 $15,106  $18,219 $14,980 418,180
Reg Maint Div Burden '

27,2T4(10%) 14,018 ($2.55 17,818(2.55  1k,918 17,618

per hr) per hr)
Per diem allowances _ ‘ 2 :
o 2,500 2,500 2,500 1,928 1,928
Projected cost increases
sutoter  $55T The W i B

N ETTA TR . . 31
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Base G&A expense .
b,194 2,466 2,922 2,259 ?,68
0

[] ’ ) ( 05’ (TO vo’) -
Subtotal 60,10 35,349 51,382 34,532 1,020

Cammon Pool GA

W, W

At M SR SR
» ’ . . - . ’ -
Subtotal 63,955 36,541 »479 »535 3,399
Adjustment for leave replacement 988 988
‘Adjustment for Jullm;g6lzxeming ( 6. 8)
1 : 16,23

Subtotal 33.955 21,585 ks, keT 20,297 I;1;-379
Profit 9,136 2,980 6,h95 . 2,700 5,902

(1h.3%) {13.33) 13,

(1. 3%) (15,3%)
~ ‘Monthly $73,001 24,836 51,962 22,997 50,281

. Tectmteal et | TN AR BN

" 1. The Government developed a work requirement calling for pre-
flight, post-fiight inspections, 25 hour, 50 hour, and 75 hour phase

- inspections, replacement and check-out of communications equipnent, and

minor wnscheduled maintenance. Proposed language was prepared and forwarded
to the contractor.

' 2. The using activity and the Udorn Plant office developed a aite;by-
site manning/position schedile. This schedule yeilded an average dally

; manning of 35 persons. The average dally manning, ddjusted to a seven-dsy-~

a-week work schedule, yeilded a Projected vork force of U5 people for all
five sites. : ' )

- E. Major Discussions

1. The work specifications and operational concepts were developed

! first. The work specification incorporated customer requirements presented
' above. In addition, the specification provided for accomplisiment of major -
~ unscheduled maintenance at each location from on-site resources, subject to
. work priorities established by the Government {normally, such work would be

accomplished by additional personnel vith labor hours paid on a TiM basis)
and on@site capability to do the work. The customer representatives ‘

- attending negotistions stated that they would notify sll subordinste echeloms
- of the specifications and underlying manning considerations. This notifi-

cation, together with the ‘revised specification, should eliminate earlier

" problems regarding contractor .and Government responsibilities.

2. A total work force of 36 Pecple was. déve!;loped for Sites2 to 5.

~The contractor proposed that manning for Site ¥o 1 be estadlished on a
- limited persomnel basis. The contractor would provide, under the monthly
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" be assessed at an audited figure of $2.55 per hour.

FOR-QERCHA-USE-ONLY

fixed price, a crev chief, leadman, and 5 qualified mechanics (including

radio check and replacement capability). The limited team would draw on o
non-Item 1i specialists, when approved by Government representatives, for j ‘
wvork when required. The contractor stated that thie would decrease over-

all costs, vhile alloving more efficient utilization of technicians. The
Government accepted the proposal. (Note: This resulted in a U3-man work

force. Government technical analysis would have accepted 45 men)

A pricing mechanism for Site No 1 was developed as work initially had been

input under customer work request procedures (1dentical to FYT1 procedures).
Identification of personnel involved for Jul and Amg Tl would have been ex-
tremely difficult to determine. It was noted that effective 1 July 71, the
contractor had 20 persons assigned to Sites 2 to 5. Both sides agreed that

the cost data for July and Aug would be pro-rated by a factor of 20 over

36 to develop a price for Jul and Aug 71. The full k3 man team would be

priced beginning 1 Sep 71l. The Government would pay the incurred Site 1

work request hours for Jul and Aug (estimated total of $13,500).

3. The contractor proposed that pricing for the period beginning
1 Sep 71 include provision for leave replacements of Item 1l personmel.

The Government concurred,

-k, In response to a DCAA finding regarding :ld]_.-e-time cost build-up
for Item 14 personnel, the contractor agreed to develop and implement a

special accounting procedure for saild personnel. The procedure would
accrue all hours, including idle (non~DSLH) time, against the 0-1/U-1T
program. Projected implementation date was 1 Oct Tl. The Govermment L

concurred. | _ i )

5. Concurrent with the hour accrual procedure, the Government
questioned application of the SEA burden rate of 109 percent against personnel
The contractor agreed to an alternate procedure vherein burden would
Monthly burden costs were
established by multiplying the mumber of persons per month times an average
realization of 162.5 hours per month times $2.55 per hour.

P. .Negotiated Savings - _

_ The negotiated price for July through August T1 and September 71
through Jun 72 are reductions froam the contractor's initIal proposal of
$19,641 and $22,091 per month, respectively. This yeilds a net negotiated

redugtion of $320,592. The Site No 1 work request payments off-set the nego-
tiated price reduction by $13,500. Therefora, the net savings total $307.092.

G. Sumary

The FYT2 pricing represents a 70 percent increase over all costs
applicable to the FYT1 program. The personnel assigned went to 43, from
the FYT1 level of 21. The reasons thereto for persomnel and costsincreases
due to increased personnel necessary to provide coverage for incressed air-
craft, additional shift coverage, and assigment of highly qualified persomnel
to the program. The negotiated FYT2 prices are within acceptable negotiation
range of the Govermment pricing objectives. After consideration of all | )
factors, the FY72 prices are considered to be falr and reasonable. R

FOR-OFREMATYS-ONEY— 93
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XII. N'EGO‘I'iATION OF SOUTHEAST ASIA (SEA) DIRECT SKILLED LABOR RATE

A. Negotiation Periocd

30 Aug 1971

B. Background

The Southeast Asia (SEA) rate applies to maintenance work per-
formed at SEA sites other than at Udorn, utilizing persomnel from other
than the Udorn labor pool who are not priced into other SEA work items.

Approximately -5k ,000 labor hours are projected for FY 72, Work 1s per-
formed on a time and materials basis. The FY 71 SEA rate was $5.39 per

hour.

C. Proposal ,' O_bjective, and Negof.iafed_ Amounts

SOUTHEAST ASIA DIRECT LABOR RATE
PRICE PER DIRECT LABOR HR

Contractoi' . Alr Fdrce : .
Proposal ~ DCAA Objective  Negotlate
I-i&urly Direct Labor Cost $1.54 $1.5% $1.54 -
Labor Burden 2.26 2.26 2.26 -
Subtotal $3.80 $3.50 $3.80 -
Conversion to Lkl hr week .26 W2l .2k -
Allocation of costs from
Tainan . «17 ol - o17 -
HSubtotal : $E.21 21 E;.21 -
SEA Base G&A .32(7.5%) . 0(7.0%) « 0(7.08) -
Common Pool G&A 29{6. +26(5.688) «26(5. -
Total Cost o 5]].52(. : .77 o ﬁ'.gz( 3;) -
H.Ofit . 069 11‘. N A . 13- -
Hourly Price ‘ $5.01 N7A - FBIa 35,0t
NOTE: 1., Computed at 147% of persomnel costs for persons assigred to
~ SEA area, o :
D, Major Piscussicn .
Nohe

E. Negotiated Savings

The negotiated price resulted in a reduction of $0.10 per hour

from the contractor's price proposal.
of Sh,000 hours, the reduction equals a net negotiated savings of $5

from the contractor's proposed pricing.

FOR-QFFICIAL—USE—ONEY

For FY T2, at an estimated mﬁozatim ,
¥
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F. Sumnmary '
The negotiated FY 72 rate is the Government objective and 1is ‘
considered fair and reasonable. |

XIII. TAINAN DIRECT SKILLED LABOR HOUR RATE ' | |

A. Negotiation Period
30 Aug 1971

B. Background

1. The contract provides for maintenance work to be performed
at the Air America facility at Tainan, Taiwvan. All such work is accomp-
1ished on a time and materials (T&M) basis. The estimated utilization
at Tainan is 3,000 hours per month for a total of 36,000 hours im FY T2.
The PY T1 Tainen rate provided a direct skilled Labor hour (DSLH) rate

of $2.83 per hour.

, 2. USAF teanm had recently completed FY 72 plant rate negotiation
for theTainan facility. Included therein vas a rate for T&M contracts
vhere company payment of the Taivan business revenue stamp tax and surtax ‘
was applicable. This rate was $2.856 per hour. For contract FOMEOE- ™\
71-C-0002, the contractor proposed a price of $2.86 per hour. The Gov&.) o
ment mccepted the $2.06 price as being fair and reasonable. ]

C. Proposed, Objective, and Negotiated Amounta

Contractor's " Afr Force :
Proposal Objective Negotiated
Price per hour '$2.86 . - $2.86.. $2.86
:'\_/)
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XTV. FLYING SI'RVICFS FOR GOVERNMENT FURNISHED UH-34 ATRCRAFT (ITEM 1)

A. Negotiation Period

30 August - 6 September 1971
B. Overall 111-34 Background

1. The FY 72 111-34 flying sefvices‘pr’ogram involves an inter-
rclated series of ncgotiated pricing factors as follows:

(a) 6,150 minimm flying hours per quarter (Item 1)
(b) 615 over-minimm flying hours per quarter (Item 1)

' (c) 1,775 dual-crev (price negotiations are shown in
the portion of this memorandum applicable to Item:3 - additional flight
personnel) aircraft flying hours per quarter (Item 3)

hour) (@) Area operations pay (paid for each aircraft flving
r .

(e) Demohilization costs for reduction in Item 1 from
FY 71 level (add on to basic Item 1 price) :

(f) Deadhead pay
(g) Trip hour pay

2, Contract Item 1 provides for flying services by contractor
flight crews operating Government-furnished 1H-34 aircraft based at
lidorn, Thailand. The basic crew consists of one pilot and one flight
mechanic. Pricing is based on persomnel costs for the crew complement

nceded to meet the net 6,765 quarterly flying nrogranm.

3. The Goverrment required additional crew members for specified
nissions, The additional crew members are called and priced under Item
No. 3. For FY 72, the Government desired (and guaranteed to pay for)

a capability of 1,775 flying hours of dual-pilot missions per quarter,
Th(ils irtwolved a number of pilots in addition to those provided for
imder Item 1. : 1 : '

4. Area operations (hazardous area) pay per flying hour is
paid to crew members for 92.5 per cent of all 1M-34 aircraft hours.,

The rate paid hy the contractor is that rate per hour set forth in the
contractor's agrcement with the Far Fast Pilots Association (FEPA).

In contract pricinn, area operations costs are multiplied by 92.5 per
cent and paid separately under Ttem 1 for each aircraft hour flown under

Item No. 1.
W : | . 96
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S. The FY 72 program of 6,150 minimm hours per quarter was 1>
a substantial reduction from the FY 71 third and fourth quarter program

~0f 10,000 minimm hours per quarter.
the hasis of 71 pilots and 45 flight mechanics.

The FY 71 program was priced on
Therefore, the FY 72

pricing included a separate factor for demobilization costs for crew

members deemed excess to the FY 72 program (and not absorhed hy
increcases in other Air America flying program contracts).

conQirrent

The FY 72

negotiated demohilization costs would be pro-rated to the negotiated
hourly price for the Y 72 flying program.

6. Dead-head pay is the dollar amount paid to pilots during
rositioning and depositioning time when they are traveling as passengers

rather than as crew members.

The payment and wages thereto are set

. forth in the FEPA contract and are paid in addition to the flying salaries

eamed by the pilots,

7. Trip hour pay is the mechanism set forth in the FEPA con-
tract to provide a guarantced method of paying ail pilots for the minimum

pay hours set forth in the FEPA agreement.

Trip hours are accumlated

at 1/4 of the total aircraft hours acamulated by the pilot during the

C. Proposal, Nhjective and Negotiated Amounts

month, For example, if the pilot was away from his home station for
320 hours, he would accumilate 80 trip hours.
hours, he would bhe paid for 75 revemie hours and 5 trip hours.
had flown a mmber of revenue hours equal to or greater than the trip
hour accrual, he would be paid for only the revenue hours.

If he had flown 75 revenue

»

If he

1. Trice Er hour for 0 to 6,150:00 Wi-34 flving houtrs per

aarter (contriact mi

Contractor's 1 Contractor's 2 DCAA 2

Original
Proposal

Revised
Proposal

(36P § 31AM) (4 Sept 71)

(35P start,

-~

| 30P end, 30RM)
. Monthly Cost:
Pilots: - "

Base Pay § Fringes § 75,115 $ 72,081 $ 72,081
Over (uarantee Pay 739 - 704 o= 0
Trainec Nead lead Pay 336 -0- -0 -
- Night Time Pay . 86 o 90

Position Allowance : - .
Senior Instr Pilot 276 - 240 240
Subtotal 76,552 73,115 S 72,811

.Feﬁ—-B-FHEI-PrE"U'SH“H

Air Force 2
Objective
(35P start, -
30P end
30RM)

37
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Flight Mechanics:.
Rase Pay § Fringes $ 18,157 $ 16,593 $ 16,593
Nver Guarantce Pay 506 - 633 505
Subtotal ’ ’ y
Instructor Time Pay 3,536 780 780
Pilot Training 4,784 -0 - - N -
1¥-34 Base Support 17,452 15,207 15,207
Direct Flight G § A .
(2,050 hrs/mo) 8,979 8,487 8,221
. ($4.38 hr) ($4.14 hr) (34.01 hr)
Total Cost Nefore ‘
CrG & A $129,966 $114,815 $113,717
Common Pool GEA 8,318 7,118 6,596
(6.4%) (6. 2%! (5.8%)
Total Cost Per : : S
Month $138,284 $121,933 $120,313 $120,313 -
Cost Per Flying lour: : , :
(o Cost/2050 hrs) $67.46 $59,43 £58.69 $58.69
Profit 9.64(14.3%) 8.50(14.3%) N/A 7.81(13.3!
Price Per liour $77.10 $67.98 N/A $66.50
NEGOTIATED:  $67.00
NOTE: 1, Based on 27 American/9 Thai pilots; 4 American, 20

Filipino, 7 Thai PMs,

2. Based on agreed to 28 American/7 Thai pilots at start
of FY 72, phasing down to 23 American/7 Thai pilots at end of FY 72
3 American, 20 Filipino, 7 Thai T-'Ms

' 2. Price per hour for 6, 150 N1 and over additional (H-34
flving hours per quarter:

Contra‘ctor 's -

Contractor's =~  Revised . _
Original Proposal "Air Force
_Proposal (4 Sept 71) - DCAA Objective
lourly Cost: |
Pilot Composite Cost  $22.63
Fit Mech Composite Cost 3,22 e —

Composite Crew Cost

526,46

—OR-BFFEHATHSE Ot : a4
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Continued fr_cm page 3 _ | ‘\)
Direct F1t G § A $ 4.38 $ 4.14 $ 4.01 $ 4,01
Subtotal CTLo36.48) 1.90(6.28) m1’_'37(5 81) .

Common Tool GFA 1.93(6. ~1.90(6. 76(5. 1.76(5.8%)
&!htotal L ] ';32.5|1 L ] * m
Profit 4,59(14.3%) 4.64(14.3%) N/A ' 4.28(13.3%:

- 33: -Iz JJJI .

Negotiated: $36.64/hr

: 3. Price per hour for area operations payl (paid for each
M-34 flying hour accomplished): . ' .

Negotiated: $18.00

NOTES: 1. Area Operations Pay is paid to'crew members for 92.5% of
all aircraft hours flown. Therefore, after all cost elements are deter-
mined, those elements are adjusted to the 92.5% compensation level,

2. The hourly costs contained _here.i'n are the weighted costs _
rer hour, computed by taking the applicable pay per hour times the per-
centage mix of each pay category. . :

3. Contractor had a possiblé error in the revised proposal.
DCAA computed on hasis of personnel mix of 23 Americans and 7 Thais

~(ending pilot force mix). Contractor apparently camputed op basis 28

Americans and 7 Thais (starting pilot force mix). Govermment negotiatq'\’ﬁ)

used the lower cost figure,

FOR-OFFiCIATUSE-oNEr 89

: : Contractor's
Contractor's =  Revised ' ‘
Original Proposal Air Porce
Proposal . (4 Sept 71) DnCAA Objective
. Hourly Cost
. Pilot Composite Cost $11,81
F1t Mech Composite ,
Cost . 4.8n . o o )
ZComposite Crew Cost3T6.6T . $16.15 $16,593 $16,153"
Common Pool GEA 1.06(6.4%) 1.00(6.2%) .96(5.8%) !
Profit 2.52(14.3%) 2,45(14.3%) N/A ' 2,27(13,3%)
Inadjusted Total 30,10 ST0.%0 - TR/ 19,42
_ x.925 x.925 N/A - x,925
Area Operations
Price $18.68 $18,13 - N{A $17,.97
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(w) |
o " 4. Demobilization costs (to be added to the $67.00 hour basic
F1-34 flying hour price):

1 Contractor'sz : Contractor'53

"1 T BEHEY 4T 3BATL JU AISIBAIN

Contractor's Revised Revised © peaad
Original Proposal Proposal § AF
Proposal (4 Sep 71-A) (4 Sep 71-PM)  Objective
Salary § Related Costs
for American Pilots $ 54,789 $ 70,130 $59,652 $59,652
Travel § IHg Shipment '
costs for above pilots 26,750 21,400 7,330 7,330
Salary § related costs
for 6 American Fit
Mechanics 19,865 31,784 -0 - -0 -
Travel § Iflg Shipment
costs for above PMs 16,050 16,050 -0 - -0 -
| Salary § related costs
; for 3 Filipino flt :
(-A‘-\. mechanics 4,217 6,747 6,747 6,747
™7 Travel § IBig Shipment |
; costs for above PMs 1,316 1,316 566 _ 566
Subtotal $122,987 $147,427 $ 74,295 $74,295
) Common Pool GRA 7,871 9,140 4,606 4,309
(6.4%) (6.2%) _(6.2%) _5.89)
' Subtotal $13n,858 * $156,567 $ 78,901 $78,604
Profit 18,694 22,367 11,272 10,454
(14.3%) (14.33) (14.3%) __(13.3%8)
Total $149,552 $178,934 $ 90,173 $89,058
Price per.hour )
(total divided by - , ‘
6150- x 4) $6.07 $7.27 $3.67!! ; $3.62 |
‘ Negotiated: $3.62 per hour

10
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NOTIES - 1. BRased on 10 American pilots, 6 American flight mechanics, \

3 Filipino flight mechanics
2. Based on 8 American pilots, 6 American flight mechanics,

| 3 Filipino flight mechanics _ .

3. Based on 8 American pilots and 3 Filipino flight

S. Dead Head Pay (paid as incurred in UH-34 program
by pilots: ' - :

Contractor
Proposal DCAA/AF Objective
American Thai American Thai
Personnel Cost $13.49 $ 4.79 $13.49 $4.79
Iead llead :
area pay 6.48 2.43 . 5.67. 2,13
Common pool GRA  1,27(6.4%) .47(6.4%) 1.11(5.8%) .40(5.8%)
Subtotal L Y201 Y $7.69 $20.27 37, :
Profit 3.03(14.3%) _1.10(14.33) _ 2.15(10.68)* .86(11.7%)*
Price Per licur$24.27 $8.79 $22.42 $8.18
 Negotiated: American $22.42
. Thai $ 8.18

*lower profit rate reflects Govermment analysis that Contractor would
accept lower profit rate due to elimination of cost risk.

. 6. Trip llour Pay (paid as incurred in 1%1-34 program
by pilots): ' : e

Contractor
Proposal ‘NCAA/AF Ohjective
| American Thai American Thai
Personnel cost $26.97 $ 9.58 $26.97 . $ 9.58
Common Pool GRA  1,73(6.4%) .61(6.4%) 1.56(5.8%) .56(5.8%)
Subtotal SIE.70 .1 Y78.53 ST0. 14
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Profit  $4.10014.35)  $ 2.57(14.3%)  $ 3.50(12.5%)* § 1.27(12.5%)
Price per hour J¥32.30 SI1.65 | 332,17 SIT.AT

l\ Negotiated: American $32.12
'~ : _ : Thai $11.41

~ *Jower profit rate reflects Goverrment armiys:ls that contractor would

accept lower profit on this element due to elimination of cost risk
thereto, : :

D. .Technical Analysis of W-34 Flying Hour Proposal Elements

1. Pilot Requirements

a. Contractor initially proposed a pilot camplement
of 36 pilots, 9 Thai and 27 American for the 6,765 quarterly aircraft
hour requirements. Contractor later revised this to 42 pilots, 9 Thai
and 33 American, including an attrition factor of six. After extensive
contractor review of the UH-34 program, including dual-pilot requirements
of 1,775 pilot hours per quarter, the contractor developed a total pilot
force proposal of 48 pilots. This was comprised of 36 basic program - S
and 12 dual crew program positions. : (D

b, Govermment's technical analysis developed a total

-pilot force of 45, with 30 pilots and S attritions in the 6,765 hour

program and 10 in the dual crew program.
2. Flight Mechanics Requirements

_ a. Contractor proposed a total flight mechanic force
of 31 persons, hased on a mix of 4 Americans, 20 Filipinos and 7 Thais,

b. Initial Govermment technical analysis developed
a total of 28 flight mechanics. Later analysis, based on improved data,
yielded an estimate of 30 flight mechanics, :

3. Dead Head Pay

a. The contractor proposed that dead head costs be
paid for on an as-incurred basis, rather than being included in the
fixed price cost huildup in the basic flying hour rate. '

4%
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b. Goverrment review concurred with establishment
of a separate priced element for dead head pay. It was considered
necessary as a means of providing improved data to use in more efficient
aircraft operating procedures. Purthermore, historical data was based
on extensive dead head experience during FY 71 on a much larger flying
hour program. Use of historical data would not have provided reasonably

- acceptable forecasting data for FY 72 due to the major differences

hetween the FY 71 and FY 72 programs.
4, Trip llour Pay

: a. Comments for trip hour pay are comparable to dead
head pay considerations. After extensive discussion the Govermment '

- concurred with establishment of a separate priced element for trip hour

pay. _
5. Demobilization Factor

_ ~_a. After agreement had heen reached on the total
M-34 pilot and flight mechanic cost, the contractor proposed demobili-
zation costs for 8 American pilots, 6 American flight mechanics and 3
Filipino flights mechanics. DCAA developed a company-wide crew regire-
ment forecast for all 1,S. Govermment contracts involving flying
services, This forecast conclusively showed that the 6 American flight
mechanics were required for other 11.S. Govermment contracts. Therefore,
the Govermment analysis allowed 8 pilots and 3 Filipino flight mechanics,

6. W1-34 Base Support

‘ .. _.a. The cost huild-up for UH-34 pricing includes pro-
vision for the chief pilot, manager, crew scheduling and chief flight
mechanic offices. This base support function applies to all rotary wing
aircraft based at lidorn, as well as a few fixed wing aircraft., By cus-.
tomer request, all these costs are paid for by the UH-34 program.

_ b. The FY 72 proposal included pricing for 12 persomnel
in this area. TInitial Government technical analysis developed deletion
of the assistant chief pilot, assistant chief flight mechanic, and one
manager of crew scheduling positions. After further review, the Govern-
ment changed its position and accepted all but the previously questioned
manager of crew scheduling. -

E. Major PDiscussions | 1

1. Total pilot requircments

U




