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PRICE NEOOTIATICJJ i"EJIfJR.AJ\nM, 20 OCT 1971 

AIR FORCE COORACT F~71-C-(XX)2, FY72 OPTICW PERlOO 

AIR MRlCA, INC. 

PerfOl1lBnce Peri od 1 July 1971 to 30 June 1972 

The enclosed Price ~i ati on M3mrandm provi des the record of negoti ati ons coveri ng 
contract services for aircraft flying qJerations, aircraft lIBintenance, lklom base 
operation and lIBintenance, TACAN site operation and lIBintenance (QII,M), weather 
~ WI, logistics IIBnagarent assistance (i.e., support qJerations for the 
cantxxlian Air Force) and other services in SJutheast Asia. 

After extensive fact-finding discussions with CtJStarErs, site visits, and audit 
support, ~iations started 17 PuJ 71 and continued through 11 Sep 71. A total 
of 89 separate itallS \\ere pri ced for the FY72 program. The estirrated total contract 
anount for FY72 was estillBted at $13,708,920. 

The record reflects negotiated prices that were $1,361,440 fran the prices proposed 
by the crnpanY.The red.ction is shot.n by IIBjor contract line item. 

The contract line itans were prillBrily 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 cmputed ~ 
detailed profit weighted guidel ine proce<iIres. 

t/jf}l~J1.~ 
famer rmtracting Officer ' 
USAF Air Plreri ca Contract 

15 April 1991 
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PRICE NEGOTIATION MDfORAl(OOM 20 OCT 1971 

CONTRACT F04606-T1-C-0002 FY72 OPTION PERIOD 

CONTRACTOR: AIR AMERICA. INC. 
FIELD EXECUTIVE OFFICE 
APO SAN FRANCISCO. CALIF 96239 

CONTRACTING OFFICER: MR JAMES E. SPENCER 

CONTRACT NEGOTIATOR: CAPT MARTIN L. KAtmWl 

PERFORMANCE PERIOD: 1 JULY 1911 TO 30 .nnm 1972 

CONTRACT DOCtJMEl'l'l's ISSUED AS A RESULT ot NEGOTIATIOIS: 

F04606-T1-C-0002-P00035 and -PO0036 

F04606-71-C-0002-0001-07 

F04606-71-C-0002-0002-10 

F04606-71-C-0002-0004-08 and -09 

Fo4606-71-C-0002_0005-03 

F046o6-71-C-0002-000T-06. 
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I. IBTROOOCTION 

A. Introducto17 S1B!!:1'Y 

1. This procurelilent involves contract services tor aircraft 

t~ing operations. aircraft maintenance. Udorn base operation and 

maintenance. TACAI site operation and maintenance. co=lUJlication net-

vork operation and maintenance. veather network operation and maintenance. 

logistics management assistance and other miscellaneous services in support 

ot SEA special prOJects. Work is performed at multiple locations in South-. 

east Asia and at Tainan AB. Taivan. The estimated total contract IIIIIIOUDt tor 

m2 is $13.708.920. The contract is pr~ll~ on a fixed price basis. 

with provisions tor time and materials and cost reimbursement line it .... 

2. Contract FOI!606-71-C';'()002 vaS issued by SMAMA 10 June, 1970. &8 

a selected source tollow-on to contract 162531-67-C-0028 (py 68.69, and 70). 

Contract 0002 cODtaiDstwoone-year options to extend the ter.a otthe 

contract. Modification 104606-71-C-0002-P00024 vas issued 30 J1Iile 1971 

exercising the m2 option and increasing the estimated taee value ot the 

contract and orders thereto by $13.708.920. 

3. In accordance with Part XII.b.(2), (3) and (4) ot the contract. 

Air AJileri~a requested negotiation ot revised rates and prices to be ettective 

1 J~ 1971. The contractor submitted a price proposal on 21 J~ 1971 (in 

advance ot the lUXimum 15 Aug 1971 date set torth in the contract). .' _, 

. . . ( ) 
4. The Taipei sub-ottice ot DCAA, Pacitic Branch D. performed audit--­

review. The Udorn Field Ottice ot Det 11 AFCMC, and eustc:aer organizations, 

assisted the negotiator and DCAA by preparing technical review ot proposed 

contractor manning and by updating work specifications. The SMAMA negotiation 

teaa mambere completed tact-tinding slU"VeJ1l in South Vietn_. Thailand and 

Taivan prior to negotiations. . 

5~ Negotiations vere held in Taipei. Taivan from 17 Aug to 11 Sept 

71. Negotiations resulted in a $1.361.440 reduction troll the Pric:es p~se4 

by the contractor. The savings vere accomplished by detailed tecJudcal ~1 

field .recCllllllendations and DCAA tindings. coupled vi th exwnation ot II1n1lma 

essential customer mission requirements and personnel/cost relationships prior 

to and throughout the tact-tinding and negotiation process. 
-------

6. As a matter separate trca the above negotiated savings •. c? 1 or 

zations ~ve credited the fact-tinding etfort ~th an additional $150,000 

cost-avoidance. This cost-avoidance resulted traa diSCOTel"7 that certaiD 

contaplated contract requirements could be red~ced vithollt hindering the 

respective customer missions. As the reduction. and deletions took place 

prior to submitting 1mplementationrequests to the contractor, the $150,000 

involved is not included as a negotiated savings. 

.() 
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B. Purchue Request. (Initial P'Y72) 

Dep Cbt 72-1 . 
WlWIA 1»2060-72-01011-01 (C-123 Actt) 
WlWIA FD2060-72-01010 (C-7A Actt) 
PACAP DC 72-2 (TACAl'f 01oM) 
PACAP DC 72-1 (TACAl'f Flight Support) 
loth Weather 72-1-01 (Weather Ifetvork) 
SMANA FD20~0-72-00085 (T-28 CBD) 
SMAMA rD20~0-72-33001 (Logistics Manaseaent Team~ 

C. • Negotiation Authority 

$11,310,000 
1,259,000 

1100,000 
215,000 
25,000 

295,000 
5,000 

1. 10 u.s.c. 23011 <a) (6) 
2. Part XII. b. ("option to extend the term ot the contract") 

or the contract schedule. 

D. Scope ot Negotiations 

The negotiations covered pricing ot all contract line iteas, 
pricing ot orders provided tor under the contract, specitication changes 
and contract language. 

B. Pricing Proposal 

The pricing proposal contained pricing data ror fixed price and 
time and _terial line i tells. The contractor sulmrl. tted coat data under. 
ItIell II ot DD Form 633 (Contract Pricing Proposal) provisions and ASPR 
16-206.2. The pricing proposal data provided cost data subatantial17 in 
cOlllpliance with DD Form. 633 requirements. DCAA confirmed that aud1 t 
reTiew vas accomplished by use or both the pricing proposal and the COll­
tractor's cost buildup worksheets. 

II. PRE-NmOTIATION COHFEREl'fCES 

A. Pre-negotiation conferences were held in Udorn,Thalland and 
Taipei. Taiwan. The purpose ot each conterence was to present an OTer-
Yiew ot all aspects ot the' contract. discuss inter-related serTic. aspects. 
deTelop specitication changes (it IIIIY') ; discuss proposed pricing stJ!llteg. 
and briet attendees on procedures tor conduct ot the negotiations. Spec1t1c 
cOllllUnts deTeloped during the pre-negotiation c,nterences rill be discuss.a 
in the applicable prici~ section ot this negotiation _orand,.. . 

"'. ~.~ 
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Personnel attending the 12 Aug 71 conterence in Udom are listed in 

paragraph B below • Personnel attending the pre-negotiatioDll conterences 

in Taipei (conterences were held tor each aa.1or contract element prior to 

negotiations) also attended negotiations and are shovn in Part IV.A ot 

this memorandum. 

B. The tollowing personnel attended the 12 Aug 71 pre-negotiations 

conterence: 

Mr Willi_ R. Leonard 
Mr Charles P. Gabeler 
Mr B. C. Ceaser 
Mr D. E. Cox 
Mr B. E. StarbUck 
Mr Bruce Bowlandi 
L1: Col Gerald J. Venek 
Lt Col Joseph Ie. t.bert 
Ma,1 John R/,Knowlton 
Mr J8IIIes E. Spencer 
"&.1 Clarence G. Thaapson 
Mr Joseph J. McGrath 
Capt Martin L. KautliaD 
Capt Peter E. Peck 
Capt George C. Kramer 
Capt Skip Hartwig 
Capt Lee E. Davis 
Capt Roger T. Hart 

III. REGOTIATIOB Ol!JEC'lIVES AID Ot1'l'LlBE 

A. ADa1ysia and Evaluation BackmUDd 

tlSAID 
USAID DCI ASS 
tlSAID RO 
USAID ASB 
tlSAID BO/AVB 
uSAID/AlBA: 
Det II f APCMC 
loth Weather Squadron 
l>eJnIt7 Chiet 
SMAMA Contracting'Otticer 
Udom Field Offlce. Det 11 AFCNC 
Udorn Field Offlce, Det 11 AJ'CHC 
SMAMA Contract Begatiator ~\ 

Deput7 Chief ( ! 
loth Weather Squadrcil ,j 

DeputJ' Chie1' 
1974th Coma Group 
1974th CClI!D Group 

rull DCAA support vas obtained prior to and during negotiations. 

The bwer. contract administrative o1'fice, and using organisations provide 

intol'lll&tion to DCAA on personnel _ing. DCAA sublllitted an awlit report 

based on eTalua~ion 01' historical and proJecte!! costs set 1'orth. in the pric­

ing proposal, adjusted tor jJoftrlllllent technical an~s1s. '!he negotiation 

te8lll, durins negotiations. prepared a price s~ 1'or each contract line 

item. ,The s~ developed the GoverDlllent obJectives, baaed on ~ed 

lIIaDDing and cost positions, general and adl[dJlistrative costs and profit. 

B. Begotiation Approach 

The Government approach during negotiations consisted 01' question­

inp; the contractor's positions on lIIBDDing and coilt elements and presellting the 

Goyernment position regarding s8llle. Duriug negotiations the GoYernment 

te8111 stressed that the,. were interested in reaching 1'air and reasonable ~~~! 

For areas in vhich the contractor concurred with the ncAA 1'indiugs. the Oi, J' 
lIIent alked the cOlllpIlD7 to present a rensed proposal. The purpose 01', the'~' 

request was to allow the Government' to renew an updated proposal prior to 

Lll.) iillll'll. liP .. hWhiJ 
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presenting the Goverament otter. In those cases where the contractor 
stated that coat factors had increued. the Gcrnt1'tlllent allowed the con­
tractor to rense. the applicable portions ot the proposal tor tartur 
GoTerament renew. Ultiaate Desotiated pricea were established on "bottoa 
line" total price concept rather than on agreement to all coat ana profit 
tactors. 

c. COIIIIIIon Pricing Elements 

There were several pricing elementa in which the CJootel'DlUlDt 
applied the IIlIIIIe factor throUBhout the negotiatiODa. The elementa 
inwl ved SEA bue GreA expenlle. COllllllon pool GU expenlle, direct tlight GIlA 
expenae and profit.. Since these element a were used tor each applicable 
item negotiat*d • the procedure used ia explained beler. 

1. SEA Bue GU Expense. 

The SEA bue GU expense area appliea to overhead coata 
applicable to Third Countr,y Nationals (TCI'a) baae~ in Southeast Asia 
locations other than Udorn, Thailand. '!'his oftr.head coat fl'OII the nOD­
Udorn bue locations is allocated DOIIg all such TClf'a. The contractor 
propoaed a SEA bue GU rate ot 7.5 pel' cent ot applicable TClf peraODDitl. 
coata. The DCAA eYaluation re«tiiiilanded a rate ot 7.0 pel' cent.'l'he 
7.0 pel' cent rate was utilized by the Government. 

2. Common Pool GU Expenlle. 

The cOllllllOn pool GIeA expense element conaiats generallY ot 
expenaea relating to the operating of the Taipei and Washil!Cton ~ 
otticeaexclusive of that portion ot oftrhead expenae. applicable to atrect 
tlight aupport. Th18 coat oYerhead 18 ahared proportionallY IIIIIOItg all 
users of Air America aerncea. The contractor proposed COI_ pool GM 
at the initial proJected rate ot 6.11 per cent ot total coats before ~n 
pool GM. The contractor later renaed thia to 6.2 per ceDt. DCAA ' 
eYaluated historical experience rates and re~nded a rate ot 5.8 per 
cent ot total costa betore c~ pool GM. '!'he 5.8 per cent rate vas 
utilised by the Go'nlmment. 

3. Direct Flight GM Expense. 

. Th18 coat element prondaa tor the contractor's SEA flight 
training and flight atandards departmeilta, and the 'l'aipei-baled ottices ot 
the Vice Presidents tor Flight Operationa, Fl7iac Contract Attain; and 
Traffic and Sale a • Total atrect aupport coats, are allocated by proJected 
t otal aircraft re'fenue t1tiDc houra. '!'he cont&torpropoaed a rate of 
$11.38 per revenue. tlight hour. The GoftmmentdeTeloped a rate ot $!J.n 
per hour, based on an addition of 150 re'nIDue hours per aoath ftn: an 
additional development aircraft progl'1IIII and questioned coata in the allocatiOl 
balle.'!'he. $11.21 rate waa used by the Government. 

.~....s. IJH Ci. _'~':" I.!~.£ tNtY 
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4. Profit. 

a. The contractor's proposal with fev eltcep1;ion., provided 

for a profit rate of 14.3 per cent of cost. This vas equal to a profit 

rate of 12.5 per cent of price •. The cOlllpIlllJ had utilised i4entical profit 

rates for the FYTO and PTTl proposals. 

b. The GOTerDlllent's weighted guidelines profit naluation 

for FY71 shoved a profit objecti'Ye of 14.0 per cent of cost. 'l'I118 vas 

equal to an objective rate of 12.3 pel' cent of price. The an~is factors 

ba'Ye remained constant for lT72. 

c. The GOTerDlllent utilized a profit ob.1ecti'Ye of 13.3 

per cent of cost, or 11.1 per cent of price, durins Ae nTO and nn 
negotiations. 'l'I1ese rates vere not discus.ed 01' negotiate4 with the 

contractor. Therefore, as mo and ITflpricins had been &CCOIIIJ)ll.hed 

utilizing a lover profit rate than that de,"lope4 for ml, it • .-.4 

poBlible ~at the contractor would continue to &ccep1; total priclns 

incorporating the lover m1 profit rate objective. 

d. As a result of the negotiatiClll t_'s eTaluation of 

the abo'Ye factor., the tellll used a profit rate of 13.3 pel' cent ,of 

coat, or 11.1 per cent of P~.c.~, in estabUshins the ...,orit7 of GoYern-

aent price ob.1ectiTes. J!luepti •• to this profit rate (all of which . 

inTol ve lover profit rate.) a:re shOVll in Sectioli. XIV. c. 5 and 6 and 

in .ection XV.c.l, of this memorandum. 
D, "roiation Outline 

The actual negotiation. are p~aented in Sections TI through ,XVIII 

of this meaorlllldUII. The item. are discussed in the order coyered in the 

negotiation.. . 

i 
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IV • NEGOTIATION AT'l'DJ)EES 

THE lOLLOWIIG PBRSOlUEL WED PRtSEli1'· DURIlIG ALL OR A POR'fiOll OF 

lIEGO'rIA'fiOlfS (11 ADO - 11 SEP 11) 

!fAME 
Col Rq V. Ba_ 
Col Q. E. !reUDIID 
Col Bo7ce M. Smith 
Mr Charles Gabeler 
Lt Col J.... L. BreveI' 
Lt Col Gerald VlIDet 
Lt Col C. A. EdIIIoDcl. 
Lt Col J. I. Chatmllll 
Mr E. H. Lancer 
Mr Harry C. White 
Mr Jlllle. E.. Spencer 
Maj Jobn R. lCDowlton 
Mr Bruce H. RowlllDde 
Mr.R08er V. Starbuck· 
M.., Willi .. A. Acker 
\II.., Clarence G. Thomp.on 
MaJ Jo.eph A. Schmitt 
Mr Joseph J. McGrath 
Mr Al Reiss 
Capt Martin L. Ka~. 
Capt Peter E.' Peck 
Capt George C. Krllller 
Mr Carl Grun4 

lillie 

Mr. J .. e. V. Valker, Jr 

Mr. Al VeWlte 
Mr Var Green 
Mr. Si8ft1"4 O. Larson. . 
Mr. ClareDCe J. Abaelie, Jr. 
Mr Donald Malech 

Mr. Jackson L. Fornq 

Mr. Gary Bisson 
Mr. E. H •. Rlchmoacl 

*Primary lfegotiators 

AIR AMBRICA. lIfC 

..wIl VfW{IL tJSE flNL'r 

~lIDbat1on 
DEPCiU' /AOO 
PACAP/DC 
Hq 1st Yea Gp/c:f 
USAID/DCASB 
CIlfCPAC/JIl31 
net II A7CMC/CC 
MBD'l'C-rwD 
MBDfC-RIAR 
DCAA 'fUpel 
327th Air Di'Yhion 
SMAMA Contracting Officer 
DEPCiD'-L/APCM 
USAID/AIRA 
USAID/JSlf 
SMAMA Legal ott1ce 
Udorn Pield Olfice c.dr 
Bq lat Wea W,/J1JW 
Udornrield Ottice net 11 
DCAA '!aipel 
SMAMA Contract lesotiator 
DBPCii'-L/DCM 
10th Wea Sq/DOCW 
DCAA Taipei 

Oltice 

Vice Preai4ent. nisht 
Operation. 

Vice Pres, 'feclUlical Sen 
Vice Pres, ~1I8 ContI' A 
Aast to VP, ~i118 ContI' 
Baae MIID ... r, Uclorn 
Manapr PiDUlc1al Attain 

Uc10rn 
Direcflor 'feclm1cal Serdc 

Udorn 
Legal COUDsel. 'l'aipei 
night Operations, '1'aipe~ 
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V. NEmTJATIOO OVERALL StMofARY 

A. Overall &.IIInary of Price Negotiations 

Proposal 

1. Camunications Net: 
Total all 7 sites: $48,878.50/mo 

2. Weather Net: 
Tot81 all 4 sites: $22,8S0.73/Jar; 

3. Contractor-l\Jmished Aircraft: 
a. C-47 $ 232.64/hr 

IS6.00/hr b. Beech 10-2 
c. Vo1par Twin Beech 

(I) 0-70:00 hours per Il1O 
(2) Over 70:01 hours 

per mo 
(3) Area operations pay 

4. TICm Fixed Price: 

a. Order 0004 Fixed Price: 
(I) Ju1-Sep 71 
(2) Oct-Dec 71 
(3) Jan-JIm 72 

$16,187.00/mo 

104.29/hr 
8. 82/hr 

$23,089.00/mo 
23 ,089. OO/mo 
23,089.00/mO 

Objective 

$38,405.00/mo 

$19,928.00/mo 

$ 232.00/hr 
186.00/hr 

$lS,S55.00/mO 

102.59/hr 
8.7l/hr 

$18,778.00/110 
20,621.00figo 
17,222.00figo 

() 

Negotiated 

$38,788.00 

$20,170.00 

$ 232.00 
186.00 

$15,555 •• 

103.00 
s.n 

$IS ,9::!aOO 
20,6 10 
17~Z'J .00 

b. Order 0004 Per Diem Rates. 
objectives negotiated. 

9 subitems. Minor increases fl'all GOveUiiIE5lt, 

c. Item 21 '3,946.00/mo 3,686.00/mo 3,72S.00 

5. UcIorn Labor Hour Rate $ 2. 67/hr $ 2.44/hr $ 2.45 

6. Worn Base OlIM 
" 

$165 ,363. OO/mo $lSS,99S.0Mno $IS5,995.00 

7. 0-1 & 11-17 Maintenance 
a. ,Ju1-Aug 71 
b. Sep 71 - Jun 72 

$ 73,091.00/mo,· 
. 73,091.00/mO, 

$ 23 ,207. OO/mo $ 23,250.00 
50,659.00/mO 51,OOO.OC 

8. SEA Labor Rate $ S.51/hr $ 5.41/hr ,$ 5.4J 

9. Tainan Labor Rate $ 2.86/hr\ $ 2.86/hr $ , 2.se 

-feR flFfleliiL IlSE 9NLY 
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Item 

10. t11-34 Flying Services 
a. (). 6,150:00 hrs/qtr 

(exclusive of de­
mobilization cost) 

b. Demobilization Cost 
(1) Total 
(2) Pro-rated anong 

. 24,1100 flying 
hrs (6150 x 4) 

c. Over 6,150:01 hl"s/qtt 

d. . Area ~ations Pay 

e. Trip Hour Pay 
Category A 
Category Dt 

f. Dead Head Pay 
Category A 
Category Dt 

~gR Wicu\1 liSE ONLY 

Proposal 

$ 77.10/hr 

$178,934.00 
6.07/hr 

31.l4/hr 

18.68/hr 
.:'. 
;'-\ 

32.80/hr 
4;': 
Ji I 

1l.65/hr 

24.27/hr 
8.79/hr 

Objective 

$ 66.50/hr 

$89,058.00 
3.62/hr 

36.46/hr 

11.91/hr 

3U12/hr 
1l~4l/hr 

. 22.42/br 
8.l'/br 

Negotiated 

$ 67.00/hr. 

$89,058.00 
3.6Yhr . 

36.64/hr 

l8.00/hr. 

.32.l2/hr 
1l.41/hr 

22.42/ht 
. 8.11/111: 

.'~: 

11. Additional Flight Personnel: 42 subitems.Goveuaent objectives obtalned on . 
39, with minor IIIIOUllts over objectives (0.1 per cent) onnnaiDder. .'. 

12. FUnctional Check Flight & 
Ground Rotor Engagement: $16,300.00/mO $15,700.00/Il10 $15,100.00,. 

13. Logistics M8n~t 
Assistance Team 

" ' .. ~. 

a. Jul-Sep 71 
b. Oct 71 
c. Nov 71 - Jun 72 

6,733.00/Il10 
14,335.00/Il10 
l5,204.00/mo 

6,610.00/Il10 
:13,58l.00/mo 
13,941.00/110 

6 ~625. 00".,' . 
. 13 ,825.~/iO . 

l4,400.00.-r . " 

B. AtQtal of <8!Jseparate items MIre priced for the Pr72 contract 
period. Fourteen priced elements MIre new to the cmtract. Ft72 
pricing cmpared to FY71 prices resulted in increase;. on 49 items, 
decreases on 23 items and prices unchanged on the rtIIIIainiftI 3 iteu. 
The majority of price increases were due to c:hqes in Gonmaent 
requirenents resulting in additional personnel IIIiwl/rn hiJher sHU 
levels. In several cases, such as the tJI-34 prog~ •. ~~ flM' . 
hours caused increases in the overhead allocation pe!r hour. Detid1s. 
regarding price canparisons are cmtained in the applicable sections 
of this memcirandua. . 

" 

, . 
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C. The negotiated prices reflect a total reduction of $1,361,440 
fran the prices proposed by the contractor. The success of the nego- i) 
tiations is due to detailed audit and teclmical analysis, infomation 
obtained on the negotiation team's pre-negotiation fact-finding trip, 
and teclmical assistance frail each custaner organization and Udom 
Field office personnel. 

D. The Contracting Officer and the Contract Negotiator have 
reviewed all factors and prices pertaining to this negotiation. Addi­
tional details are set forth in the applicable sections of this 
memorandm. It is the opinion of the undersigned that the FY72 
prices set forth in this memOl'1lJldun are fair and reasonable. 

tJJt/~-uvV J K~\;w 
MARrIN L. ~~ -Capt, USAF 
Contract Negotiator 1'1 oa 1'1'11 

CCNCUR: 

lM1ES M. MISCH!) . . . 
-Chief F-I05, A-I, T-39, F-84, A-X Branch 
Wea;on Systell\ ~ .Major.JguieP~ Ri!.· -.. . 

F () 
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VT. ClJ>MJNlCATIONS NJITI'KlRK (OJNTRACT ITEM 13) AND WF.AnlER NEn'tORK (ORIJP.R 0005) OPf:RATION AND MAIN'I'ENANCE 

A. Negotiation Period 

17 through 19 August 1971 

B. Background 

These items provide for the operation and maintenance of seven (7) communications network sites and four (4) weather network sites. All weather sites are co-located with caTIII.IIlications sites. One factor in the co-located site operation is that certain contractor personnel (such a.o; maintenance and radio operator personnel) pTOVide servic:es for both networks. The two custaners fund for their pro-rata portion of the services involved. Therefore, both items must be negotiated siDul­taneous1y. Prior to and during the negotiations, the custaners provided technical assistance regarding personnel strength and cost-shaTing agree­ments. C'AJrtain site costs represent allocation of central cost e1e1l111mts runong all si tell. All sites are priced on a monthly price per site basis. 
C. Proposal, Objective, and Negotiated Amounts 

1. J.bnth1y Canbined CaJIlI Net and Wea Net Elements 

Radio Operators 
Cam! Engineers 
Mecluinics ; R>fIl 

GID 
Weather Analysts 

Subtotal 
Salary Increase 

(2.04\) 
PerDieni 

Subtotal 
Base r>&A Expense 

Subtotal 
CaIIIIon Pool G&A 

Total Cost 
Profit 

Total f.b Price 

Initial Revised 
Contractor Contractor OCM/AF 

Objective Proposal Proposal 

Can Net 

$11 ,807 
1,642 

17,679 
5,004 
-0-

$36,132 

737 
622 

2,706 
~7 .5\) 

4 ,197 
2,572 
~6.4'} 

$4 ,169 
6,110 

!14.3!) 
$ 8,879 

Wea Net 

$ 6,302 
410 

8,093 
-0-

2,141 
$16,946 

346 
188 

1,311. 

f-m 1 ,191 
1,203 
~6.4'} 

$I ,994 
2,857. 

~14.31} 
$ 2,851 

Call 

$10,605 
1,642 

12,484 
4,561 
-0-

$29,292 

598 
" 621 

$30,511 
2.182 

f' SI
) 3 ,693 

2,027 
~6~Z') 

$3,720 
4,960 

Wea 

$ 6,146 
410 

6,535 
-0-

2,141 
$15,232 

~ 1fea 

$10,484 $ 6.081 
. 1,642 410 
12,484 6 ,53S 
4,561 -0-

-0- .. hID. 
$29,111 m;D'T 

311 254 170 
188 621 188 1I"$l'MS"",";;1ii31i- $:So~046 $15,5t5 

1,180 2,003 1,090 
,{7.51} {7.0n {7:OU 

Hi,Mi 32,D4!f 15,~D' 
. 1,048 1,859 ,963 

(6.2l) (5~8\) (S.h) 
$17 ,959 ~ $11,518 

2,566 4,497 2,350 

$~f4il)$a3~1.) $&680 $20,525 , , 
Negotiated $38,788 $26,170 

'~R ernGIP.L tlS[ BNI:Y J. 



Site 
No 

1 
2 
3 
4 
5 
7 
8 

-----_._._---
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2. Individual Site Pricing 

Prices Per Site Per Mlnth \) 
Contractor's Contractor's Govemnent Initial Proposal . Revised Proposal Objective Negotiated· 

f.aJIII Wea CalliI"' " Wea Camt Wea Calm Wea -$20,733.15 $12,199.25 $14,897.69 $ 7,925.41 $14,422 $ 7,664 $14,524 $ 7,7~4 5,777.14 4,292.95 5,603 4,178 5,660 4,229 
S,396.43 3,855.52 
4,088.49 3,850.03 3,873.98 4,676.99 3,747 4,S55 3,791 4,612 6,685.20 2,94S.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 NlA 

$48,878.50 $22,850.73 $39,680.48 $20,524.88 $38,405 ,$19,928 $38,788 $20,170 
I). Technical Analysis of Proposed Manning 

1. TIle C(JJIII net and weather net custaners concuned in the I1IlII\ber of radio operators and mechanics shown in the contractor's initial cost build-up. TIle custaners also concurred in the proposed allocation of . "") shared cost elements. 

2. POO/buyer analysis noted that the initial proposal showed an approximate $8,000 per month increase in mechanic: costs over FY7l. The FY12 mechanic proposal was based on t1;o categories: 38 fulhtime regional maintenance division (JM» mechanics, assigned to both progrSlbS, priced on a cost per man basis; arul 1820 hours produced per month (CQII1\ net only) from the general maintenance division (GID), priced on a labor cost per hour basis. Analysis further noted that in FY7l negotiations the contractor had used a direct labor hour realization ba.'Iis for 1M> mechanics. This was a 5Ubstantial change. fran the prior man-month basis and involved extensive discussions before the Govemnent accepted the labor hour procedure for FY71 pricing. Therefore, the negotiation tellll questioned the F\72 proposal for 1M) mechanic costs. DCAA was requested to develop audit data based on RMD hours produced during the FY7l period. This data base yielded costs sub­stantially lower than those in the man-month costing pTixedure • 
. E. Major Discussions 

1. Radio Operators 

a. The contractor proposed costs based on an ll!erage 37.5 RlOs for CQIII\ net and 20 RlOs for weather net. This Was pnced at pay scales as follows: 
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Cam! Net \'lea Net Total 

(klorn 55' Chief cat "C" 7.S -0- 7.S 
& 7 UOt" 

Other IDeations: "C" 21.0 11.0 32.0 
''Dt''. 4.0 5.0 9.0 
"DL" 5.0 4.0 9.0 

37.5 20.0 57.5 

b. The H/Os fran other locations were initially costed fran 
a pool consisting of 60 RlOs plus 8 trainees. Subsequent to delivery of 
tlx~ proposal, one category ''C' RIO quit. The Government stated that an 
adjustment should be made in the pricing, as one of the lower-pay eategory 
trainees wOuld most likely replace the· previous RIO. The contractor con.-. 
curred. Pricing was established uSing an average cost per R/O. The .' 
average costing method also provides increased RIO assignment flex:ibility. 
Both parties agreed that, if a partial tennination occurs, bo.th will review '. 
average costing procedure to detennine if it is still adequate. 

c. The Govemnent requested that the senior RlOs ,attend 
periodic contractor/custaner conferences at Site No 1. Contractor con­
curred. 

2. RMD Hechanics 

a. The goveITlllent questioned the contractor's use of average 
monthly pay and fringes, plus labor burden (at 109 per cent of pay and 
fringes) for R-tD labor. The GoveITJllent demonstrated. that ex:perienced RMD 
hours charged to both progrmns in Fl7l 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 RtoI) data was developed fran accounting records and 
applied on a monthly average basis to all sites. '. 

b. Final Govemnent canputation yielded 2,965 labor hours 
for camrunications net support and 1,553 hours for weather net suppot t. 

3. GID Mechanics 
. 

a. Review of GID hours and costs per hour resulted in an 
increase of hours fran 1,920 to a new total of 2,193. Concurrently, the 
cost decreased from $2.62 per hour to $2.08 peJ; hour. . 

4. Senior \'leather Analysts \ 

The rJOvemnent requested that the senior weather analyst make 
at least one visit to each site per year. The contTactor concurred. 

FaR 9FF1GIAl Il SE 9HIX 
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F. Negotiated Savings 

The" negotiate(\ prices represent II reduction of $121,086 from tJJ) 
proposed camrunications net price and a reduction of $32,169 fran the 
proposed weather network prices. The total savings for both programs are 
$153,255. 

G. ~ry 

The negotiated Fi7Z monthly prices for both· programs exceed the 
total prices for FY71 by $548. TIle Ff72 canmications net price is 
$1,839 higher, while the"FY7Z weather net price is $1,293 lower. The 
changes are due to improvenents in cost allocation procedures on cost­
shared elements. The Fin prices are considered to be fair and reasonable • 
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VII. FLYIIG SERVICES - COIl'lRAC'l'OR FURltISIIED AIRClW'r (ITmI 2) 

A. Ifegotiation Period 

20 through 23 Aug 1911 

B. BacyrolUld 

1. Contract Item 2 pron4es tor t~1Dg .erTices tor contrac­
tor t'urDlIhed aircraft proTlded to the GoTe1'Jllllent under call arrUllell8llt 
procedure. let forth 1n the contract. Three aircraft rill be pro'l14eel 
tor in FYT2: c-41. Beech 10-2. and a Volpar'1'v1n Beech (V'l'lI) aircraft. 

2. Aircraft are proTide4 on a quarter~ call (C-"1 and Beech 
10-2) IIOnt~ call (V'l'B) or 4&117 call (c-1J1 anel Beech 10-2) buil. It 
a quarter17 call 111 1II1Iue4. a qu.rtel'~ mud ... #It 180 hour. 111 IItlpu­
lated. It a da1~ call is UIIed the Go'Yel'Dllent pIQ" 0Dl.7 tor the houri! 
used that dq. '!'he month17 call (tor the V'l'B) IIt1pulate. a 1IiD:£a. ot 
10 hourll per month. ('!he ln1tial V'1'B requirement Y&II baed on a 60 
hour month17 m1niaua. It Wall later changed to a 10 hOUTII lIOIlth~ m1n1-
mUll) • 

(3. '!'he C-41 and V'l'B aircraft are priced on a "dri rins" rate 
Vblle the Beech 10-2 111 prlced on a "wet wing" rate. Dr.r wiq _. 
that fuel will be proTide4 by the US Ooye1'Jllllent. '!he coatnot contain. 
a pro.,la1on that in the event aovemaent fuel 1. not a_llable. the . 
contractor ~ turnllhtuel a. a co.t re1abureable it... Wet viq .. UI 
that contractor-proTideel tuel 111 included ln the price. 

C. Propollal. ObJectl ..... IUId Ifegotlated Mountl 

1. c-41 price per tl;r1ng hour: 

COllt 

COII'lRAC'l'OR 
COllt 
$235.22 

DCAA 
COIIt· 
$231.01. 

2. Beech 10-2 price per tll1ng hour: 

Propolled 
Price 
$186.00 . 

Aeeepted 

$186.00 

3. Volpar Twin Beech pricell per 10 hour m1n1ll_ and OYIr-liinilnla 
\ -

N()'I'~; /1/ I:onLr.c1.or propOlled G-1I7 price 
profit. baeill, would h"ve been $261l.85/hr: 
$?(,l.75/hr. See pllra D.:! on page 16. 

1£ ipresented on ltanderd COlt IJI4 
Gov't objective would have been 

--faR 6ff1elAt tlS! {lMlY 
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Caotractor'a BlYised Air Porce 
PrO'DOaal DCA! ObJectifts ) OftI' OftI' 

, 

Mo. Price Per Hr OftI' Ilia Ilia 
Coat Element 0-70 Hr lIiniaUIII Mo. Price Per-Hr Mo. Price Per 1Ir. 

rU8ht Crew: 
Bue plIir/t'riasea $2,770 $2,TTO Slae aa DCAA 
o-ter guarantee PIIir 79 29.11 79 29.11 Coat Bleaenta 
If 18ht tillle pa, 19 19 
Dea4llead pa, 

2,9g.f 2,9O~ . '" ~ ~ .. -_..... .. 
Subtotal 29.11 29.11 

Perloane1 Expenae 198 198 
All'trlae lll&iat 1,88" 26.91 1,8811 26.91 
!n&1ae lll&int 1.681 2 •• 01 1,681 2".01 
Acn 4epnc 1.2"1 1,2"1 
Rotables 4eprec 1.072 913 
Othel' exp 15 .22 15 .22 
Tech aerTicea 844 BIJ" 
nt operatiaoa 2,563 2,563 
Tramc sel'Tic1ng 25" 25" 
GZ'01IIId property 
Deprec 36 .~1 

12,5C: . 80:~ Subtotal 12,692 80.25 
Bue. GItA 1.321 .68 1,321 .62 
'lrect Plight OItA 30T 11.38 295 ".21 ) . .!ClIIIIao Pool GU 81" 2'~ $13,m 'l'otal COlt $13.91i5 $91.0 $13,729 $90.05 
Profit ~(1".3~H- IflA ~(13.3!) 12.95 
Price: 15.937 $1 .09 15.555 $103.00 

I.sotiatad: 11'."'/.0 'l03.00!hr 

Ia. VD Arta Operation Pay Rate (paid tor each aircraft tly1qhOV). 

Caotractor's 
Propoaal 

Coat per block hi" ($1". OOX·. 50) 
'1'iaea 50% pepent rit.,--:;:-:::::--__ 
Area Coat Per Hr 7.00 
Arta pq on 3.88% DOD-
reTeDue nisht ti_ ($7. OOX. 0388) 

Subtotal 
Ccaoe P061 OU 

'l'otal COlt 
Profit 
Price per HI' 

r 

-

DeM 

($lla.OOX.50) 

7.00 

'.27 
1.27 

.112 (5.8~) 
7:19. i 

..J1A­

...!I.L 

Air Poree 
C!b.1.cti .... 

7.27 
.162 (5.8%) 

1.69 
J'~ (13.3%) 

.11 

lepilted: ... 11 P!£ h! 
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D. MaJor DiscWlllion 

1. VTB minimUIIUI. The IIovernment requested a change to a 
lIin:imUII ot 10 bours per aontb. The contractor presented a revised pro­
posal ot $15,931 fixed price per montb and $104.09 per holD' OTer 
ain:imUII. The initial pzooposal equaled $16,181 fixed price and 
$104.29 pel" bOUl". 

2. c-41 pricing. Contractor stated that tbe costbulld-lIP 
ot $235,22 less an "adJustment" tactor ot $31.66 pel" boUl', plus pro­
fit ot $29.08 on the remaining costs vo11ld che a proposed price ot 
$232.64. The contractor stated that the 'YOlun*-r1 adJU8tlleDt vas in 
accordance with CCIIIP&n7 polit:)' on this aircraft. The cO!lPIIIT further 
proposed a reduction to $232.00 pel" n,.iq hoUl'. DCAA contirlDed that 
total ClU8sUoned costs· were substanUall:y less tIla the "fOl\IDtU'f 
adJust.ent. The Oovel"lllHnt accepted the propoee' $232.00 price. 

3. Beech 10-2. The ml vet ~q price YU $183.00 per 
hoUl'. The contractor proposed a 1Y12 price ot $186.00 pel" bonzo. 
A detailed cost build-up vas not presented. ncAA conti1'llld that 
flight crew Y86e agreements tor calendar ;rears 1m and 1912, as 
set torth in the Par East Pilots Association (J'BPA) Union CoDtract 
ot 16 March 10 equaled the proposed price increase. The Oovel'DllH!llt· 
acc~ted the proposed $186.00 price. Customer projects ve17 lOY use 
in Fr7~. . 

4. Volpar Trin Beech. The contractor's cost build-up con­
tained estillated costa tor depreciation ot rotablea and other 
tlight equipment. DCAA took exception to the accounting practice 
uBed in developing overha11l cost vhich included depreciation on 
I" epairable rotable componenta. During discussion the contractor 
atated that tbe change inaccouuting procedure ... made in response 
to a l"8commendation b,y a prote •• ional audit co.pan,.. The contractor, 
later accepted the Govel"nlent price otter (in Which the qUilt tone' 
'e,reotation coat. had been delated t'roIII the Ooft1'llMnt oo.t build-
up). pretacill8 acoeptace vi th a Itatllllent that it ".. ne_iaUn, a tixe' 
price. vi thout co.ent "Cardine th" que.t1on ot dsprec1atiaa on rotable 

spares. The contractor l"8quested that the Govel"llllMlnt' s not .. retlett 
that no agreement vas reacbed on this area. The Govel"lllllellt conC1D'l"ed. 

B. . lfel!5otlated Saviya 

a. Savings are clailDed onl:y tor the VTB pricinC' 

b. The negotiated prices resulted in reductioDB t'rcm the 
contractor's proposal, based on an expected VTB utiU.ation·ot 
80 houra pel" IIIODtb, as tollova: . ' 

1. Fixed price: $632 per month, net savingsot $1,58'-.00 

2. Over lDinimum: $1.29 per boUl', net savinc. ot $155.00 

3. Area operations PloY: $0.09 per hoUl', net •• vinlt. ot $86.00 

rSR SmSH'll YSE Qtll.Y 1& 
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e. Total Negotiated Savings equaled $7,825. 

r. !I~!!'Y. 

The neaotiated pric •• equal the Government objective. 
and are COD.idered fair and r.a.onable. 

..fBR 8Ff1GIAL IlSE 9HLY 

r----·---------------------

( ) 

IV 



1(,: 
. -- ~ 

eli 

V III. 'J'ArAN O"ERATTClN ANIl MATm'TlNANCr. (I/RDP.R 0004 ANIl TTEM 21) 

A. Negotiation Period 

20 through 2S August 1971. 

B. Background 

1. Order 0004 provides for operation and maintenance of PACAFI 
TACAN equipnent at three SEA locations. Item 21 provides for OliN of 
one TAC'.AN installation exclusive of the PACAP/fACAN requirement. lUring 
the initial FY72 planning period, only tl\'O TACAN sites, Sites 1 and 2, 
were considered for CoAtractvr operation. 

2. In early.July 5,).WofA was requested to prOvide for TACAN Site 
Nlunher 3 Urider the ha.o;tc contract. This was added as Item 21 and an 
O)'lCrational date of I Augllst was developed. Subsequent to establisllnent 
or contract coverngl! for Sl.te 3, PM'.AP requestod establis!1nent of a new 
TACAN :dto (Idontified os Site 4). TN:.AN custanCT developed a TeVised 
1>'Ork specification for implementation into Order 0004 with the Slllle, 
specification applicable to Item 21. Therefore, the negotiations for 
TACAN 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 perSOJDlel 1o'ere 
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 detemine accurately the anount of per diem to include in the fixed 
price. Purthemore, the custaner had stated that it did not have daily' 
infonnation from the contractor under fixed price provisions enabling it 
to detemine the actual on-site manning in the utilization of personnel 
including the technicians headquartered at Udom. Therefore, in ml, . 
per diem chorges had heen pulled out of the fixed price and included as a' 
separate line item for payment based on day-tbne per diem, ovemight per 
diom, and area operations pay for hazardous duty locations. 

I\lrinr, thn FY7Z pro-ner,nt int Ion conf.erence, TACANcustaner 
mtvt:.ecl that the contractor had hoen provldil'lR a daily site manning 
l'hoot showinr. per diem charges anti location of all pet'sonnel at all 
times. Qastaner advised that this infomation was extremely valuable 
viewpoint in managing TACAN operations and for analyzing contractor's 
projected mannin~' for future programs. OJstaner t'8qUj!sted separate 
per diem and hazardous pay elements he cpntimed for py,2 •.. 

C. sal Ob'ective and Ne otiated ktounts. The negotiations 
devol two maJor pr C111g areas, 1rst 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) assignnents. 
The areas are shown below as follows: 
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1. 'fonthly Fixed Prices 

Contractor's Contractor's 
Initial Proposal Revised. Proposal 

Order Item Item order 
I 'Ionthlv Cost ElEments 0004 Zl 21 0004 , - Aug '1r-Jim 72 Jul-Sep '71 Oct-nee 71 ,Tan-Jtm 72 

Supervisor (hII).' $1,402 -0- -0- -0- $ 1,402 $ 1,402 
Technicians (hII) 6,252 $ 5,002 5,002 5,002 
Rf.fD Mechanics-Site 4 1,609 
Rf.1D ~lechanics-1. 2&3 

1,609 1,609 1,746 

Pay & Fringes 4,129 1,416 1,416 4,129 4~129 2,680 
Burden 4,50Q. (109') 1,543 1,543 4,500 4,500 . b,917 

Subtotal 17,892 2,959 2,959 15,240 16,642 13 ,747 
Salary Increases (2.04%) 365 60 60 311 339 .. 280 
Site 4 set-up costs 71 11 71 71 

Subtotal 18,328 3,019 3,019 15,622 17,052 14,098 
Base G&A 660 (7.5\) 226 226 '650 .. 650 420 
&lbtotal .-- _.' 19,988 3,245 3,245 16,212 11,102 14,518 
CaIaon Pool G&A 1,215 (6.4\) 208 201 (6.2\) 1,009 11098 900 

Total Cost 20,203 3,453 3,4% 17,281 18,800 15,418 
Profit 2,886 (14.3\) 493 492 2,469 .21686 ,.b203 ----_. 

Price Per ~Ionth $23,089 $3,946 $3,938 $19,750 $Zl,486 $17,621 

... \~ \ ) 
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)'Ionthlv Cost E1enents 
1 

~rvisor (.Am) 
Technicians (m) 
1M) 'fechanics-Site 4 
Rfol) ~fechanics-1,2&3 

Pay & Fringes 
. Burden 

!'hbtota1 
Salary Increases (2.04t) 
Site 4 set-up costs 

!'hbtota1 
Base B&A 
Subtotal 
CaIIIIOn Pool G&A 

Total Cost 
Profit 

Price Per Month 

Negotiated: Iten 21 
Order 0004. 

------- ~,------
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DCAA/Air Force Ohiective 

Iter.! 
21 

Order 0004 

hiS '1r-Jim 72 Ju1-Sep 71 Oct-Dec 71 

-0- -0- $ 1,402 
$ 5,002 5,002 

1,609 1,609 

$ 1,348 3,939 3,939 
1,524 4,144 41144 

2,872 14,694 16,096 
60 300 320 

71 71 

2,932 15,065 . 16,487 
(7.0t) 567 567 

15,632 17,062 
906 989 

16,538 18,051 
2,200 (13.3\) 21406 

$ 3,686 /11 

Ju1-Sep 71 
Oct-Dec 71 
Jan-Jun 72 

$18,738 

$3,725/mo 
$18,947/mo 
$20,667/mo 
$17, 273/mo 

$20,457 

.Tan-Jun 72 

S 1,402 
5,002 
1,749 

2,558 
-2z.902 

13,613 
277 
71 

13,961 
395 

14,356 
833 

15,189 
--k02O 

$17,209 

!'iote: III Govemnentobjective understated in error. Correct objective wcu1d have been $3,848. 
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Z. Per Diem and Area Operations Rates: 

Contractor Government 
Proposal Objective Negotiated 
Per Da:j Per Day Per Day 

Daytime Assignment: 
$ 3.65 $ 3.59 (1) $ 3.60 American 

Filipino 3.27 3.22 3.25 Thai 2.82 2.77 2.80 (Ncrnight Asdgnnent: 
American 10.33 10.19 10.25 11111plno 7.19 7.05 7.10 '11m! 6.61 (0.47 6.50 Arno Operations: 
J'mcrican 6.08 5.99 6.00 Filipino 4.57 4.S4 4.55 Thai 2.62 2.S6 2.60 

NOTE (1): Differences due solely to difference between contractor and Government G&A and profit rates •. 

D. Technical Analysis 

1. The contractor proposed manning as follOlolS: 

Order 0004 
~3 Sites} 

Supervisor A 1 
Technicians 

Sito 4 A 1 
Other Sites A 4 

RMD Mechanics 
Site 4 B 4 
Other Sites B 8 

Dt 2 
DL 

Total 20 

Item 21 
(1 Site) 

3 

1 -
4 

2. The initial Government technical analysis questioned 2 . American technicians and 1 Filipinio antI 1 Thai teclmician leaving a total of 20 personnel. 

3. I!xte,nsive revision of the TACAN lI'Ork ~ification occurred prior to negotiations. The senior TAr.AN representative detennined that sito manning on a stand-by baSis, rather than 24-hour daily coverage t WII~ IICCt!ptllbl fl. 'I'h ill WIlS hosed on post contractor ahUi ty to maintaln thl! !Iolliroo oporaUonlllly reRIly (OR) roto ror tho equiJ'lllent. Revised monning was developed • 

. , , 
: ~. 
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4. The contractor had proposed Item Zl pricing for the entire fiscal year. As the si te wasnot activated until I August 1971, the negotiation tean deleted the proposed July 71 costs. 

B. Major Discussions 

1. Work Specification 

a. Extensive discussions were required to develop the final M>rk specification. Agreement was reached on a JUllber of key issues including the following: 

(1) Contractor accepted a 98 per cent OR rate. 

(Z) The specification provided for stand-by II8I1IIing at all locations. 

locations. 
(3) Reporting formats were established for all 

Z~ Overall Personnel Manning 

a. The Gavenment wwld not accept costs for the supervisor set forth in the proposal Wltil October 1971 (the hiring date).. Contrac­tor concurred in deleting this cost element for July through September. 
b. The Govenment stated that it coosidered the J1UIDbe1" of personnel proposed to be excessive, particularly due to the requirement change allowing stand-by site DI8JUling •. The contractor ultimately agreed . to reduced manning with the iDtnediate deletion of 1 lfaerican technician and the phase-out of 3 Filipino mechanics and 1 IlL mechanic effective January 197Z • 

3. Replacement of Site 4 Personnel. It was agreed that the Order 0004 fixed price included replacanent and transportation costs for Site 4 personnel. Per diem would not be paid for replacement personnel covering for PCS assignees on sick or anwal leave. 

4. In response to a DCAA finding regarding idle-tDae cost build-up for TACAN personnel, the contractor agreed to develop and implement a special accounting procedure for said personnel. The procedure 1QJld accrue all hours, including idle (non-llSUl) .time. against the TIQN progl'llll. Projected implementation date was I Oct 71. The Goveuaent. concurred. . ... 

F. Negotiated Savings 

1. The fim fixed monthly prices negotiated resulted in a $6.377 reduction for Item Zl and a $54.588 ~ction for Order 0004 , from the contractor's proposed monthly prices. The net reduction was ('I 
_.,' 

-WII efflelfll 1I'if.. fllllY 
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$ 60,965. The per diem and area operation rates negotiated represent .... \ 
a savings fran the contractor's proposed prices. Expeaditures are~) 
expected to remain at $2,500 per month. However, the ancunt of savings 
cannot be canJuted due to the variable nature of this item. 

G. &mInary 

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 
tl«) sites. The iDCreased prices are due to additional manning needed for 
the FY72 progran. The prices are within acceptable negotiation range of 
the Government objectives. 

. b. The ~tiated FY72 per diem and area operations rates 
involve substantial ctions fJ'5111 the FY71 pricing and are the Go\rem-
moot objectives. . 

c. The negotiated prices. for Order 0004 and Item 21 are con-
sidered to be fair and reasmable. . 

FQR ernelAL liSE SIlLY , . 
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IX. NEGOrIATION OF UOORN DlRECI' SKILLED LABOR lDJR (IlSUI) RATE 
OJNI'RACT lTe.fS 5, 6, 7, 8, 9, 10, l2AB, AND 16 

A. Negotiation Period 

25 through 26 August 1971 

B. Backgro.md 

1. The initial FY71 program negotiations provided for a guaran­
teed miniJnun 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 OOIH 
minimms were raised to a guaranteed mininnm of 330,000 hours per quarter 
with a 10 per cent surge capability to yield a total CJ!P8bility at 
363,000 hours a quarters. The revised labor rate tIllS $2.44 per houT. 

2. The initial Fl72 PR requested a minimun capability of 350,000 
DSJJI hours per quarter. Prior to 1 July 1971, the DSIH minltml.a was re­
vised downward to 330,000 hoors per quarter. COJl(;urrently, on 1 .July 
1971, the contractor initiated a revised caupany personnel policy 
regarding average 'WOrk-week,· reducing the work week fl'Clll 48 hrurs per II/8J1 
to 44 hours per week. This impacted the contTllCtor's abiUty to develop 
oom at Udorn. Contract pricing is developed on the basis of projected 
monthly direct and indirect labor costs, direct and indirect support costs, 
and general adninistrative expense and profit area. These cost factors, 
when divided by the contractor's maximUII capability per month, yield a 
negotiated cost per labor hoor. Therefore, negotiations involved develop­
ing two aspects - (1) Actual labor hour capability at Udorn, and (2) cOsts 
per month to obtain same. 

c. Proposed, Objective and NegOtiated Itnounts 

Contractor's Contractor' 5 
Initial Revised. AP 

Monthly Q)sts Proposal Proposal OCM ObjectiVl -
Oirect 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 2386 30 2327 26,570 , 

Projected Cost Increases: 
Econanic Increases $ 4 711';· $, 4,596 $ 4,536 , . 
Additional Personnel 121 -0- -0-
OlnVersion to Anrua1 Leave 
Plan for klericaris 1,641 1,641 1,641 
Mechanic Trainee & Mechanic 
Upgrade Training 4 2265 4 z265 4,265 

Subtotal $241,689 $240,360 $237,286 

~ , . 2' 
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Contractor's Contractor's 
Initial Revised AF i) 

Monthly Costs Pr~osal PIoPOSal DCAA 

$237,286 

13.762 

Objective 

Subtotal carried forward $241.689 $240.360 

CarIllon Pool G&A 15,468 14,902 

Total Cost 
Profit 

Total Cost & Profit 

~6.4!/;~ $27,15 
36.737 
~14.3') 

$2~J894 

~6. 2%) 
$2 5,262 

36,466 
~14.3') 

$2 1.728 

~5.8'~ $2 1,04 
N/A 

$251.048 
33,391 
(13.3') 

...,;N.IA __ $285.439 

110,000 115.000 
$ 2.67 $ 2.54 

Hours Produced Per Month: 
Price Per Hour 

117,000 117.000 
$ N/A $ 2.44 

Negotiated: $2.45 

C. Technical Analysis 

1. The Govemnent detennined that the contractor's actual 85U1 
capability exceeded the 110,000 monthly figure shown in the init;.a1 
proposal. The negotiation team analyzed frurth quarter FY'71 output of 
379,094 labor hrurs (based on a 48-hour liOrk 1reek) and converted same 
to a 44-hcur work week. Computations ((379.094 ~ 3) (44 ; 48) • (126,365) 
(.917)] yielded an adjusted .FY'72 capability of 115.800 hours per month 
based on 1 July 1971 personnel strength. 

. 2. DCM analyzed the projected persOlUlel strength throughout Fin. 
The average monthly directed skilled labor force was 718 mechanics. At an 
average monthly realization of 163 hrurs. this yielded a straight-time 
capability of 117.000 hours per month or 351,000 hours per quarter. 

3. The negotiation tean used the 117,000 hrur figure in. develop­
ing the Government negotiation objective. The customer estimated that 
utilization would equal 363,000 hours per quarter based on custaner pro­
jections of workload and contractor use of overtime to meet the require­
ments. 

D. Major Discussion - Udorn ~bility 
\ .-

1. The canpany said its proposal was based on a 110,000 hour 
per IROIlth mininun guarantee withrut surge capability. The canpany stated 
that this was based on information available to it and an analysis of the 
projected hours by quarter for all workload to be inplt at Wom. The 
canpany proposed that the IIIinimIIJl guarantee remain at 330,000 with a 5 
per cent surge capability for a total capability of 345.000 hours per 

:£a.R O~FJSIAE SSE ana 
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quarter. Contractor provided its forecast of brurs per quarter for 
aircraft systens applicable to Udorn. Forecast was as follows: 

UH-34 Aircraft (M operated) 
Other 1H-34 Aircraft 
T-28 Aircraft 
01/U17 Aircraft 
C123 Aircraft 
Cl A Aircraft 
U4/U6/C47/Ul Aircraft 
CallD/Weather Support 
Canpany Aircraft 
l.H-l Aircraft 
Contract Misc 

Tal'AL 

75,000 hrs 
30,000 hrs 
70,000 hrs 
40,000 hrs 
63,000 hrs 
1,500 hrs 

500 hrs 
3,100 hrs 

40,000 hrs 
. 1,500 hrs 
24,000 hrs 

348,600 hrs per quarter 

2. The contractor stated that its current maximua capability 
as a result of cmversion 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. Cmtractor advised that this 
was based on 708 persons on board. The contractor advised that the 
revised manning schedule reduced third COlUltry nations (TeN) manning 
and adjusted for graduating trainees and attrition. The TCN adjustment 
replaces sane Chinese and Filipinos mechanics and replaces SlIDe with 
Thais. (Note: TCN pay rates are substantially higher than pay rates 
for Thais. Therefore, increasing the proportion of Thais in the JlSIH 
pool yields proportionately lower total costs.) 

3. The Govemnent requested that the contractor consider full 
application of graduating tTainees to the JlSIH labor pool. It was '. 
lDlderstood by both parties that final agreement loICUld be reached on a 
price per labor hour with no additional discussion of the labor hrurs 
used by either party in detennining plantcapabili ty. 

E. Negotiated Savings 

The negotiated mm rate is a$O. 22 per hour reWction frail 
the. contractor's initial p~sal. At an eXpected utilization of 
1,452,000 hours for FY72, this yields a net savings of $319,440. . 

F. &.mary 

• The negotiated DSUf rate of $2.45 per'\ hour is a $0.01 per hour 
1ncrease over the prior Fl71 rate of $2.44 per brur. As the FY7l rate 
was based on a standard work lftlek of 48 hours, the Fl72 rate in effect 
is a reduction in cost per hour for FY72 [($2.44) (48 : 44) • $2.66 per 

., . '. fOR QFFI(;Ii.L tlS[ illH:'l' 26 
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hour convertin~ the FY7l cost/profit basis to a 44 hour work 1oIeek]. 
The FY72 rate turned out favorably to the r.overrmcnt due to increased 
utilization of Thai mechanics. replacing TCNs retiring or otherwise 
leaving the canpany. The Ff1Z rate is considered to be fair and 
reasonable. 
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X UDORN BASE OPERA'huN AND MAINTENANCE (ITEM 12M) 

A. Negotiation Period 

:>5 th rough :>6 Au!~ 19'(1 

D. lln.ckl7,round 

Contract Item 12M provides for services other than direct skil­
led labor necessary to provide continuous operation and maintenance of 
the Base, Thailand, in performance of U. S Government. requirements. All 
facilities and equipment are provided by the Government. Pricing is 
based on the number of personnel necessary to provide the services. 
TIl .. contractors initial proposal \l8S based on the 31 May 71 on-board 
strength, plus a SUbstantial personnel increase. The contractor sub­
sequently presented a revised proposal which reduced proposed personnel 
strength. 

C Proposal, Objective, and Negotiated Amounts 

Contractor'.s Revised 
Initial Contractor Air Force 

Cont Per Month Proposal Pro~Sal , DCAA Ob3ective 
(25 ug (1) 

Bane pay & fringes for $91,616 $91,616 $91,616 . $91,616 
personne 1 on board 31 May 71: 
Taipei Flight Ops Div 
Allocation 1 10,594 10,594 8,643 8,643 
Udorn Club ( 3,008) ( 3,008) ( 5,085) ( 3,008) 
Udorn School 6,430 71106 61715 61~ Subtotal _105,632 106,308 101,889 103. . 
Other expenses 13.507 131507 131181 13z 181 
Subtotal 119.139 119,81$ U5,070 li1,141 
Projected cost increases: 
Salary increase (2.04~) 2,214 . 2,228 2,171 2,171 
Additional personnel: 
Change to 44 hour weeks 2,156 1,174 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 
Bangkok base support Al-

1,367 1,367 1,361 

location 41000 4zooo 41000 41000 
Sul,total 135,990 132,936 128,058 13(5,;t35 
Common pool G&A 8,703(6.4~) 81242(6.~) 7,m{ 5.8~) 7z§ 5.a, 
Total Cost 144.693 . I41,l78 13'5, . 1Jt, . 
Profit 2O!670(14.3~) 2Oz168{14.3~) lf~A l.8z~13.~ 
Price per month $165,363 $161,346 '\ irA $155, 

Negotiated: ~56,()()() pel' ~'th" 

NOTE 1: Udorn Club provides employee mesl facilities. 

. f$ OFfiCIAL O::.E QlH:Y 
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1. Additional Personnel .. The contractor's proposal is based on 
the number of' personnel necessary to provide the required services. ( ...... ) .. . 
The contractor's revised proposal included a total of 67 new individuals, 
as follows: 

a. Conversion from 48 to 44 hours work week. 23 people with 
an on-board date of 1 Oct 71. Proposed monthly cost of $1,565.70 were 
pro-rated over a 12 month period for a net monthly impact of $1,174.28. 
Personnel were as follows: . 

3 Supply Clell'ks, 
2 GMD mechanics, 
6 security guards. 
1 personnel clerk, 
1 communications radio operator, 
2 traffic dispatchers, 
5 drivers, 

and 3 Club personnel. 

b.Additional O&M workload at existing base area. 13 people 
with an on-board date of 1 Oct 71. 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, 
1 Personnel Clerk and 

8 Storekeepers, 
3 Equipment Maintenance Technicians. 

. c. Base are'a/FaCllit1es Expansion. Extensive Government addltioDl':') 
including warehouses,' hUl~ars, and associated facilities will be completed \'-
in the. second quarter of JTTl. 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, waste 
processing unit and other additional RGMD work areas. The proposal detailed 
31 persons with an on-board date of 1 Oct 71. Proposed monthly costs of 
$3,557.06 were pro-rated over 12 months, yeilding a net impact of $2,668.1!8 
per month. Personnel were as tallows: 

1 Engineer, 
10 mechanics 

2 forelllSJl, 
5 artisans, 

5 leadmen, 1 techniCian, 
1 gardener, and 6 utl1itymen. 

2. Leadmen!and mechanic upgrade reclassifications.' The contractor 
proposed costs applicable to upgrade reclassification on 8 leadman 
and 8 mechanics, efi'ectlve 10 Oct '71. Total.cost of $729.44 per IIIOnth 
were pro-rated over 12 months tor a net impact of $547.08 per 1IIOI1th. 

-------------------r----------·------------------------
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3. After detailed discussions of each proposed addition and classi-c', f1cation change, the Government accepted the proposed 61 added personnel , .. ! and the 16 reclassifications. 

4. Udorn Club Operations 

a. The contractor integrated Udorn Club Operations into the Udorn Base O&M operating account in Aug 70. Effective 1 JUly 1971 the cOlllp8Dy proposed monthly amortization of $5,085 per month of the club surplus of $61,021 as an off-setting credit to the Government for assuming the over­head costs in Fr72. Concurrently, the contractor applied $2.071 per month operating deficit against the surplus, ye1lding a net credit to the Government of $3,008 per month. 

b. DCAA took exception to the off-setting $2,001 deficit. After di::cussions with the cont1'l!:ctor the negotiation telllll reinstated the $2,001. Reinstatement was based on verification that, prior to . Aug 1970, the club costing did not include several club management slots • . Therefore, upon transfer to a single cost center operation, the club bad an ave rage monthly operating deficit of $2,001. 

C •. Negotiated Savings 

The negotiated monthly price is a $9,363 per month reduction :from the contractor's proposed price. This yellds a negotiated savings of $112,356 for FY72. 

F Summary 

1. The FY 12 price exceeds the PY7l price by $6,305 per month. However, the FY72 pricing inclUdes 61 additional personnel as well as upgrade reclassification of 16 other personnel (the basic costs thereto acCepted by the Government, exclusive of G & A expense and profit, totals' $5.441 per· month). Fwrthermore. tor Fr12, the contractor has accepted 0 & M responsibility for a greatly expanded physical plant. 

2. The negotiated FY72 price, after evaluation of all factors-, including the Government price Objective. is determined to be fair and reasonable. 

so 

. '-
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XI. 0-1 AlfI) U-17 DROP-Ilf MAIlITDANCE (I'l'EM 14) \J 
A. lIesotiation Period 

28 to 30 Aug 1971 

B. Background 

contract Item 14 provides tor FY72 maintenance services at 
tive locaUons other than Udorn on up to 27 0-1 and 0-11 aircraft. For 
FY71 coverage vas required at 4 sites tor 11 aircraft. In additiOll. 
in fiscal 71, vork vas pertol'llUld at a 5th Bite on a T&M basis. Far m2 
the using actiT1t7 required that all Bites be provided vith a dedicated 
work torce to support the 0-1 IIDd U-l1 lIiBBion. '!'be contractor proposed a 
61 mIlD work torce at a fixed price ot ,approxbatel;r $13.000 per _th tar 
the the rite, 27 aircraft program. This vas a three:t'old increase Uersonnel 
and price) troa the "11 progralll.'l'he negotiation telllll ".. aware ot 
situations in the latter part ot FY71 in vhich using organisations bed 
requested services be;rond the maintenllDce conc.,. "used in pricing the 1'Y1l 
progrUl. In addition, tor FY72 the custCiller had requested greater shift 
coverage and additional technical IIkilll1 .at, all loeations. The te .. telt , 
that, once agreement vas reached on IIpecitications and skill 'requiraents, 
• significant reduction traJa the proposed manning would take place. 

c. ~OSal, Objective, and Negotiated hounts 
iginal Revised 

Proposal Proposal 
( , Sites) Jul/Aug 71 Sept 11/Jun 12 

(4 Sites) (5 Sites) 

Personnel 
Requirements: 

Crev Chiets 3 
Leadaen 3 
MechaniclI 55 
'rotal 61 

Monthly Costs: 

Base P~ & :t'ringes 
$25,022 

Reg Maint Div Burden 
27,214(10%) 

2 3 
4 5 

30 *-3b 

$15,106 $18,219 

14,918 ($2.5511.$18(2.55 

DCAAJ Air Foree 
ObJecti_ 
Jul/Aug 11 Ssp 11/JvA 
(4 Sites), (5 Sites) 

2 
4 

30 
3b 

$14,980 

14.918 

3 
5 

~ 

$18.180 

l1,Bi8 
per hr) per hr) 

Per diem allOV11Dcell 
2,500 

Projected cost increases 
1,ll8 

Subtotal $55,914 

2,500 2.500 

~ 
~ 

-HlR sr.-Ie' t L "0.)<; LI1t"1'· , .... ,uri . u '-

1,928 

341 
32.273 

1.928 
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Base GU eXpense 

4,194 
(1.5%) 

Subtotal Co:lolf 
CCllllllon Pool GltA 

3,841 2,192 
(6.4% (6.2%) 

Subtotal 63,955 36,541 
AdJustaent tor leave replacement 
AdJustaent tor Jul/Aug lI&III1ing 

fl6,68~) 
Subtotal 63,955 21,8; 
Profit 9,136 2,980 

(14.3%) (1'.3%) 
Month17 $13.091 24,836 
Price 

D. Technical Analls1s. 

2,922 2,259 
(1·K~2 
Ill, 82 

F·O%) 
3 ,532 

2,591 2,003 
~6.2%2 

11,1119 ~ ,535 
988 

2,683 
(1.0%2 

111,020 

2,319 
(i· 8%2 
113,399 

988 

1. '!'he Govemment developed a work requireaent calling tor pre­flight, post-flight inspections, 25 hour, 50 hour, ad 75 hour phase· inspections, replacement and checlt-out ot cOlllllUDicationa equipllent, IIIld II1nor .UDscheduled maintenace. Proposed language vas prepared and torwarded to the contractor. 

2. '!'he USing activitT ad the UdOrn plat ottice developed a s1te-b7-site manning/position schedale. '!'his schedule Teil4ed an ayerage da117 lDIUIIling ot 35 persons. '!'he average da117 lI&m1ing, idjusted to a snen-dq­a-week work schedule, Te11ded a projected york torce ot 115 people tor all . tive sites. 

E. Ma,1or Disc\l8s1ons 

1. '!'he work specifications and Operational concepts were developed tirst. '!'he work specitication incorporated custOller requireaents preseDted above. In addition, the specitication provided tor acc:omplis1llaent otll&3or UDscheduled maintenance at each location troll CD-site resources, subject to work priori ties established b7 the GOTel'lllllent (noma1l7, nch vork 1IOIIld be accOilpUshed by additional personnel Yith labor hours paid on a '11M basis) IIIld onO.ite capabUitT to do the work. '!'he customer representati'ftS attending negotiations stated that they would notifj all subordinate echelCIU ot the specitications ad underl71ng lB&mIing considerations. This notifi­cation, tosether nth the 'revised specification, should eliminate earlier, probleJ18 regarding contractor ,and Government responsibilities. 

2. A total work torce ot 36 people was deve~oped tor Sites2 to 5. '!'he contractor proposed ,that IB&mIing tor Site 10 1 be established CD a limited personnel basis. The contractor Would provide, UDder the _th17 

FeR eFFlSIAl 1m 9NlY 
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fixed price, a crew chief, leadman, and 5 qualified mechanics (including 
radio check and replacement capability). The limited team would draY on 
non-Item 14 specialists, wen approved by Government representati'Yes, for 
work when required., The contractor stated that this would decrease o'Yer­
all costs, while allowing more efficient utilization of technicians. The 
Government accepted the proposal. (Rote: This resulted in a 43-11an work 
force. Government technical analysis would have accepted 45 lIIen) 

I 

() I 

A pricing mechanislll tor Site 10 1 was developed as work initially had been 
input under custODIer work request procedures (identical to JI'Y7l procedures). 
Identification 01" personnel involved for Jul and AIg 71 would have been ex­
tremely difficult to determine. It was noted that ettective 1 July 11, the 
contractor had 20 persons assigned to Sites 2 to 5. Both sides .. reed that 
the cost data for July and Aug would be pro-rated by a t'actor ot' 20 over 
36 to develop a price t'or Jul and Aug 71. The t'Illlll3 man te811 would be 
priced beginning 1 Sep 11. The GO'YerDlllent would pq the incurred Site 1 
work request hours t'or Jul and Aug (estimated total 01" $13,500). . . . 

3. The contractor proposed that pricing tor the period beginning 
1 Sep 71 include provision t'or leave replacementa ot' Item 14 pereonnel. 
The Government concurred. 

II. In response to a DCAA finding regarding idle-tillle cost build-up 
t'or Item 14 personnel, the contractor agreed to develop and biplelleDt a 
special accounting procedure tor said personnel. The procedure would 
accrue all hours. including idle (non-DSLH) tille. against the 0-1/U-11 
progr8ll. Projected implementation date was 1 Oct 11. The Government 
concurred. 

5. Concurrent wi th the hour accrual procedure. the 00ve1'llllent 
questioned application 01" the SEA burden rate '01" 109 percent against personnel 

costs. The contractor agreed to an alternate procedure wherein burden would 
be assessed at an audited figure 01" $2.55 per hour. Monthl7 burden costs were 
established by multiplying the nlDDber ot' persona per month tiDIes an aTerage 
realization 01" 162.5 hours per month tiDIes $2.55 per hour. 

P. ,leSQtiated Savinss 

, The negotiated price t'or July through Auguat Tl ad September 71 
'through Jun 72 are reductions trail the contractor"s Initlil.""propoeil o! 
$119,841 and $22,091 per lIIonth, respectiTely. Th1a yellda a net necotiated 

redUiltion 01" $320,592. The Site 110 1 work req~at pepenta ott-set the neso­
tiated price reduction by $13,500. Theret'ortI, the net sanDes total $301.092. 

G. S!Iam!ar7 

The J'Y72 pricing represents a 70 percenit increase OYer all costs 
applicable to the FITI progrlllll. The personnel usigned went to 113, 1'J'OIl 
the FYTI level 01" 21. The reasons thereto t'or personnel and coetsincreasea 
due to increased personnel necessll17 to provide cover .. e tor increased air­
craft, additional shit't cover .. e. and &8aigDllU!nt 01" highly qualified personnel , 
to the progr... The negotiated rt72 prices are within acc~able negotiati~, 
range 01" the Government pricing objectives. Atter consideration 01" all , ) 
factors, the n72 prices are considered to be fair and reasonable. ',.j 

feR 6fF1elAt tm6NlY 
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XII. NEGOTIATION OF SOO'TIlEAsr ASIA (SEA) DIRECT SKILLED LABOR RATE 

A. Negotiation Peri"'£!! 

'P Aug 1971 

B. Background 

The Southeast Asia (SEA) rate applies to maintenance work per­
forned at SEft sites other than at Udorn, utilizing personnel .frOlll other 
than the Udorn labor pool who are not priced into other SEA work itema. 
Approx:Unately54,000 labor hours are projected .for FY 72. Work is per­
.formed on a time and materials basis. The FY 71 SEA rate was $5.39 per 
hour. 

C. Proposal, Objective. and Negotiated Amounts 

SOUTHEAST ASIA DIRECT LABOR RATE 

HUCE PER DIRECT LABOR HR 

Hourly Direct Labor Cost 
Labor Burden 

Rubtotal 
Conversion to 44 hr week 
Allocation o.f costs .from 

Tainan 
:Jubtotal 

SEA Base G&A 
flubtotal 

Common Pool G&A 
1'otal Cost 

!ToUt 
Hourly Price 

Contractor 
Proposal ~ 

$1.54 
2.26 

$3.80 
.26 

.17 

$1.54 
2.26 

$3.86 
.24 

Air Foree 
Objective Negotiate 

$1.54 -
2.26 

$).60 -
.24 

NOTE: 1. Computed at 14~ ·o.fpersonne1 costs .for persons assigned to 
. SEA area. 

D.Hajor Discussion 

None 

E. Negotiated Savings 

The negotiated price resulted in a reduction of $0.10 per hour 
from the contractor's price proposal. For FY 72, at an estimated utilization 
of 54,000 hours, the reduction equals a net negotiated savings of $5,400 
from the contractor's proposed pricing. 

FeR ernelAl t/SE 6Nl:'!'-
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, • Summary 

The negotiated FY 72 rate is the Government obJective and is 
considered tair and reasonable. 

XIII. TAIlfAN DIRECT SKILLED LABOR HOUR RATE 

A. Negotiation Period 

30 Aug 1971 

B. Background 

1. The contract providett tor maintenance vork to be performed 
at the Air AIIIerica tacility at Tainan, Taivan. All such vork is &CCcmp-
11shed on a time and materials (T&M) basis. The estimated utilization 
at Tainan is 3,000 hours per month tor a total ot36,OOO hour. in n 12. 
The ,y 71 'l'ainan rate provided a direct .killed Labor hour (IlSLB) rat. 
ot $2.83 per hour. 

2. USAF telllll had recently completed FY 72 plant'rate negotiation 
tor theTainan tacility. Included therein Val a rate tor '10M contract. 
where ccmpany payment ot the Taiwan busineaa revenue stamp tax l1li4 .• urtax 
vas applicable. This rate V&8 $2.856 per hour. For contract :roII606-'. ')' 
7l-C-0002, the contractor proposed a price ot $2.86 per hour. The Go.,!.,. . 

ment accepted the $2.86 price &8 being tail' and reasonable. . 

C. Proposed, Ob,'ectlve. and Negotiated AIIIount. 

Price per hour 

Contractor's 
P!OPOBal 

'$2.86 

Air Force 
Objective 

$2.86 . 

FaR 6FFieiAl tl:;E arm 

Negotiated 

$2.86 
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XIV. FLYING SERVICES FOR GOVF .. RNI>!ENI' FlIRNISlIED UH-34 AIRCRAFI' (ITef 1) 

A. Negotiation Period 

30 August - 6 Septel1\her 1971 

R. Overall 1ft1-34 Rackground 

1. The FY 72 m-34 flyinr. service5 program involves an inter­
related 5eri~5 of negotiated pricing factors as follows: 

(a) 6,150 miniTl1Ul1l flyi~g hours per quarter (It ell 1) 

(b) 615 over-minimml flying hours per quarter (Item 1) 

(c) 1,775 dual-crew (price negotiations are shONn in 
the portion of thi5 memorandum applicable to Item 3 - additional flight 
personnel) aircraft flying hours per quarter (Item 3) 

hour) 
(d) Area operations pay (paid for each aircraft' flying 

(e) Demohilizationcosts for reduction in Item 1 from 
FV 71 level (add on to ha5ic Item 1 price) 

(f) Deadhead pay 

(g) Trip hour pay 

2. Contract Item 1 provides for flying services by contractor 
fl ight crews operating r.averment-furnished tlH-34 aircraft: based at 
IJdom, Thailand. The ba5ic crew consists of one pilot and one flight 
mechanic. Pricing is based on personnel costs for the crew cClllPlement 
needed to meet the net 6,765 quarterly flying program. 

3. The Govermnent required additional crew members for specified 
mi5sions.The additional Cre1 .. members . are dilled and priced tmder Itell 
No.3. For 'FY 72, the r.ovemment desired (and guaranteed to pay for) 
a capability of 1,775 flying houT5 of· dual-pilot missions per quarter. 
This involved a number of pilots in addition to those provided for 
Imder Item 1. ., , 

4. Area operations (hazardous area) pay per flying hour is 
paid to crew members for 9Z.5 per cent of all tJI-34 aircraft hours. 
The rate paid hv the contractor is that Tate per hour set forth in the 
contractor's agreement with the Far P~st Pilots Association (FP.PA). 
Tn contract pricinp" area operations costs are multiplied by 92.5 peT 
cent nnd paid separate1v tmder Item 1 for each aircraft hour flown under 
Item No.1. . 
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5. The FY 72 progrlllJl of 6,150 minimun hours per quarter was 
a suhstantia1 rechlction fran the FY 71 third and fourth quarter PTO!tI'an 

() 
. of 11),000 miniTlllDn hours per Cluarter. The FY 71 program was priced on 

the hasis of 71 pilots and 45 flip,ht mechanics. Therefore. the FY 72 
pricing included a separate factor for demobilization costs for crew 
manhers dellllled excess to the FY 72 progTan (and not absorl1ed hy conC1.lrrent 
increases in other Air tfnerica flying progrllJl contract!'!). The FY 72 
negotiateU ucmohilization costs wmllu he pro-rated to the negotiated 
hourly price for the FY 7Z flying progrlDll. 

6. Dead-head pay is the dollar 1IJI000t paid to pilots during 
positioning and depositioning time when they are traveling as passengers 
rather than as CTe1f members. The payment and loI3ges thereto are set 
forth in the PEPA contract and are paid in addition to the flying salaries 
earned by the pilots. < • 

7. Trip hour pay is the mechanism set forth in the FEPA con­
tract to p-rovide a guaranteed method of paying all. pilots for the mininnla 
pay hours set forth in the JlEPA agreement. Trip hours are accumulated 
at 1/4 of the total aircraft hours aCC1.lllllJlated by the pilot during the 
month. For exlD1lple, if the pilot was away fran his Ilane station for' 
320 hours, he l«lUld acClJ1lUlate 80 trip hours. If he had flown 75 reverrue 
hours, he l«lUldhe paid for 75 rcvernle hours and 5 trip hours. If he 
had flown a TllII\her of reveme hours equal to or greater than the trip 
hOllr accrual. he I'Klllld he paM for only the reveme hours. C) 

C. TToposal, Ohjective and Negotiated Itnounts 

1. Price per hour for 0 to 6,15,0:00 U11-34 flying hOUTS per 
Quarter (contract mlriiliiDrij: 

'fonthly Cost: 
Pilots: 

Contractor's 1 
Original 
Proposal 

(36P & 31m) 

Contractor's 2 
Revised 

Proposal 
(4 Sept 71) 

(351' start, 
~ end, 30FM) __ 

Rase Pay 1\ Fringes $ 75 .115 
Over Cbarantee Pay 739 

$ 72,081 $ 72.081 
704 - 0 -

Trainee Dead Head Pay 336 
Night Time 1'3Y . 86 
Position J\l101mJ1cc 

- 0 - - 0 -
!)O 90 

~ior Instr'PUot 276 240 240 
Suhtotal $ 7fi,ss2 $ 73,115 5' 72,411 

feR Bmw/.. ~S[ etlLY 

------------------------r-----·------------------------------

Air Force 2 
Objective 
(3SP start. 
30P end 1\ 

30FM) 

(Sane as 
OCAA) . 

) 



• 0 

i 
C'\ :i / ;a 

c\ 

j:li~ht 'fechanics:, 
Rase ray & Frin~es 
I1ver GJarantee Pay 

Suhtota1 
Instructor Time Pay 
Pi lot Trainin!t 
111-34 1l:lse Support 
Ili Teet FU ght G & " 

(Z,OSO hrs/mo) 

Total Cost Jlc£OTC 
cro r, " 

Camlon 1'001 GIlA 

Total Cost Per 
Month 

Cost Per nying llrur: 
(Ho Cost/2050 hrs) 
Profit 

Price Per llour 

FaR errlSIAl I:ISE eNlY 

$ 18,157 $ 16,593 
506 633 

$ 18,663 $ 17,226 
3,536 780 
4,784 - 0 -

17,452 15,207 

8,971) 8,487 
($4038 hr) ($4.14 hr) 

Sl29,966 ~114,81S 
8,318 7,118 

(6.4%) (6.2t) 

$138,284 $121,933 

$67.46 $59.48 
9.64(14.3%) 8.50(14.3%) 

$77 .10 $67.98 

$ 16,593 
505 

$ 17,098 
780 

- 0 -
15,207 

8,221 
($4.01 hr) 

$113,117 
6,596 

(5.8~) 

$120!313 

$58.69 
N/A 

N/A 

$120,313 ' 

$58.69 
7.81(i3.3! 

$66.50 

NEC'JTI'IATIID: . $ 67. 00 

00'iT:: 1. Ilased on 27 tfncrican/9 Thai pilots; 4 ItnericlUl, 20 
Filipino, 7 Thai PMs. 

2. Ilased on agreed to 28 Itnerican/7 Thai pilots at start 
of FY 72, phasing dQwn to 23 lvneric:an/7 Thai pilots at end of 'F't 72; 
3 Jlmcrlcan, 20 j:i1ipino, 7 Thai f?fs. 

2. Price per hour for 6,150:01 IUld over additional lH-34 
f1ving hours per ~Iarter: 

lIourly r.ost: 

Contractor' 5 
Original 
Proposal 

Pilot r.nmpositc Cost ~22.63 
j:]t l.fech Cmposite Cost 3.22 

Contractor's 
Revised 

Proposal 
(4 Scp~ 71) . OCM 

! 

Composite Crew Cost $25.85 $26.46 $26.41 

feR BfFlel[,L eSE eHlY 

. Air Porce 
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$26.41 



Contirue<i fran page 3 

Direct FIt GilA 
Subtotnl 

CCJI1nIOll 1'001 GilA 
&1htotnl 

T>rofit 

FOR OVPP,IAl USE FlNlY- . 

$ 4.38 
530.23 

1. 93 (6. 4\) 
$32.16 

4.S9(14.3I) 
~31i.1s 

$ 4.14 
$3().60 

1.90(6.2%) 
$32.50 

4.64(14.3\) 
$31.14 

$ 4.01 
530.42 

1. 76(5.8\) 
$32.18 
N/A 
N!A 

$ 4.01 
$30.42 

1.76(S.8\) 
$32.18 I 

4.28 (13 .3\: 
$36.46 ' 

Negotiated: $36.64/hr 

. 3. Price per hour for area operations PaY- (paid for each In-34 flying hour accaqplished) :. . 

Hourly Cost 
Pilot COmposite Cost $11.81 
FIt 'fech C.mposite 
Cost . 4.80 
2Camposite Crew Cost$16.61 

Contractor's. 
Original 
Proposal. 

Contractor's 
Revised 
Proposal 

(4 Sept 71) OCM -

Common Pool G&A 1.06(6.4%) 
$16.15 

1.00(6.21) 
$17 .15 

2.45(14.3\) 
$19.60 . 
x.925 

$16.Sg3 
.96(S.8\) 

"""$1 .... ,.:..r. S.P.S $11.61 
Profit 2.52(14.31) 
Unadjusted Total $20.19 

Area Operations 
Price 

x.925 

$18.68 $18.13.' 

N/A 
N/A 
N/A 

N/A 

Air Force 
Objective 

$17.15 
2.27(13.3\) 

$19.42 
x.92S 

$17.97 

Negotiated: $18.00 

NOmS: 1. Area Operation.<; Pav is paid to'crew I1IE!I\hers for 92.5~ of all aircraft hours flown. Therefore, after all cost elements are deter­mined, those elements are adjusted t9 the 92.5\ c~<;ation level. 

. 2. The hourly costs contained herein are the weighted costs per hour, canpnted by taking the applicable pay per. hour times the per-centage mix of each pay category. i 

3. Contractor had a possible error in the revised llroposal. nCAA computed on basis of personnel mix of 23' .americans and 7 Thais 'h . (ending pUot force mix). Contractor apparently canruted OR basis 28. . tmericans and 7 Thais (starting pilot force mix). Goverment negotiatq' '\ used the 10lier cost figure. .,J 
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Price per hoUr 
(total divided by 
6150· X 4) $6.07 $7.27 $3.6~ 

i 
$3.62 

Negotiated: $3.62 peT rour 
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Ncm:s: 1. Based on 10 American pilots, 6 hnerican flight mechanics, 
3 Filipino fl~ght mechanics 

2. Based on 8 American pilots, 6fwerican flight mechanics, 
3 Filipino flig~t mechanics 

mechanics. 

hy pilots: 

I'ersormel Cost 
llead "cad 

3~ Based on 8 American pilots and 3 Filipino flight 

5. llead flead Pay (paid as incurred in UII-34 progrmn 

C.ontractor 
Proposal 

American Thni 

OCWAF Objective 

Ifnerican Thai 

$13.49 $ 4.79 $13.49 $4.79 

area pay 6.48 2.43 5.67 2.13 
Subtotal $19. 97 $ 7. 22 $19.16 $6. 92 

CamtOn pool GI'.A 1. 27 (6. 4%) .47 (6 .4%) 1.11 (5.8%) .40(5.81) 
. Subtotal $21.24 $ 7.69 ~ZO.Z7 $7.32 

Profit 3.03(14.3%) 1.10(14.3%) 2.15(10.6\)* .86(11.71)* 

Price Per IJour$24.27 $ 8.79 $22.42 $8.18 

Negotiated: hnerican $22.42 
Thai $ 8.18 

*J.ower profit rate reflects ('.overJ1l\ent analysis that Contractor would 
accept lower profit rate due to elimination of cost risk. 

hy pilots): 
6. Trip "our Pay (paid as incurred in IlJ\-34 program 

Contractor 
PrOJl..Osal 

American 

Persormel cost $26.97 
Cmmon Pool G&A 1.73(6.4%) 
Subtotal $28.70 

Thai 

$ 9.58 
.61(6.4%) 

1'$~1 0"".~lw9 

OCM/AF Ohiective . 

American 

$26.97 
1.56(5.8%) 

$28.53 

Thai 

. $ 9.58 
....... ~.5:;.6(5.8%) 
$10.14 
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Profit 
Price per hour 

S 4.10(14.3%) 
$32.80 

$ 2.57(14.3%) 
$11.65 

S 3.59(12.5\)* 
$32.12 

$ 1. 27(12.sl) 
$11.41 

Negotiated: !cnerican $32.12 
Thai $11.41 

*J.ower profit rate reflects Government analysis that contractor 1«lUld accept lower profit on this element due to elimination of cost risk thereto. 

D. Technical Analysis of 1II-34 Flying flour Proposal Elements 

1. Pilot Requirements 

a. Contractor initially proposed a pilot cauplement 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 1Ii-34 program, including dual-pilot requirements of 1,775 pilot hoors per quarter, the contractor developed a total pilot force proposal of 48 pilots. This was canprised of 36 basic program· i .. "'\ and 12 dud crew program positions.. IJ 
h. C~ernment's technical analysis developed a total pilot force of 45, with 30 pilots and 5 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, based on a mix of 4 Americans, 20 Filipinos and 7 Thais. 

h. Initial Government technical analysis developed a total of 28 flight mechanics. Later analysis, based on improved data yielded an estimate of 30 flight mechanics. • 
3. lJead Head Pay 

a. The contractor proposed that dead head costs .be p~id for on an as-incurred hasis, rather than being included in the fued price cost ruildup in the basic flying hour rate. . . 

~R BFflC1AL tlSE aNtI" 
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b. Governnent review concurred with establishnent of a separate priced· element for dead head pay. It wa.o; considered necessary as a means of providing improved data to use in more efficient aircraft operating procedures. Purthennore. historical data was based on extensive dead head experience during FY' 71 on a nruch larger flying hour program. Use of historical data would not have provided rea.o;onahly acceptable forecasting data for FY' 72 due to the major differences between the FY' 71 and FY' 7Z programs. 

4. Trip Ilour Pay 

a. Caranents for trip hour pay are canparable to dead head pay considerations. After extensive discussion the Goverrnent conOJrred with establishnent of a separate priced element for trip hour pay. 

S. Demobilization Factor 

. a. After agreement had heen reached on the total UfI-34 pilot and flight mechanic cost, the CQIltractor proposed demobili­zation costs for 8 American pilots, 6 American flight mechanics and 3 Filipino flights mechanics. DCM developed a canpany-wide crew require­ment forecast for all U.S. Governnent contracts illV'olvlng companyfiying ~elVi.ces. Thb forecast conclu~ively showed that the 6 American flight mechanics were required for other n.s. r,overnnent conttacts. Therefore, the r.overnnent analysis allowed 8 pilots and 3 Filipino flight mechanics. 
6. lJII-34 llase Support 

. a. The cost mild-up for tlH-34 pricing includes pro-vision for the chief pilot, manager, crew scheduling and chief -night Mechanic offices. This base support function applies to all rotary wing aircraft based at tIdorn, as well as a few fixed wing aircraft. By cus­taner request, all these costs are paid for hy the tlH-34 prognmt. 

b. The FY 7Z proposal included pricing for 12 personnel in this area. Initial r~rnment technical analysis developed deletion of the assistant chief pilot, assistant chief flight mechanic, and one manager of crew scheduling positions. After further review, the r:DVern­ment changed its position and accepted all .but the previrusly questioned manager of crew scheduling. . 
F.. ~fajor J)iscussions 

1. Total pilot rertUirements 
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