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INDEPENDENT GOVERNMENT COST ESTIMATES 
I. INTRODUCTION: This deskbook provides acquisition managers (see DISA Acquisition Regulation Supplement (DARS) Part 7 for definition) with a logical approach and best practices for developing Independent Government Cost Estimates (IGCEs) required in the DISA acquisition process. 

Although the Federal Acquisition Regulation (FAR) and the Defense FAR Supplement (DFARS) do not specifically require "IGCEs", FAR 15, 404-1(a) requires contracting officers to ensure that the final contract price is fair and reasonable for all acquisitions through cost analysis. This implies a corresponding cost estimate for all acquisitions. In this deskbook, "IGCE" refers to all such cost estimates, regardless of the acquisition complexity or its expected cost. For DISA, an IGCE is required (DARS Part 7) as part of the acquisition plan package submitted for review by the Acquisition Strategy Committee (ASC). 

II. DEFINITION: The IGCE is a cost estimate developed by the government technical activity, based on the requirements [Statement of Work (SOW), Statement of Objectives (SOO), or other specifications], and without the influence of potential contractors' (marketing) efforts. 

III. APPLICATION & USE: This deskbook applies to all DISA acquisitions and plays an important role throughout the acquisition process: 

· Acquisition Management: Properly developed IGCEs provide acquisition managers with an essential part of their structured management process which should be used to think through, develop, and document their acquisition. Acquisition managers can use IGCE documentation to justify, defend, make tradeoff decisions, and manage their acquisitions throughout the life-cycle of the requirement. 

· Resource Management: IGCEs are the best estimate available to resource managers for actual resource requirements. Resource managers must ensure and verify that these resource requirements are included in the budget; and, ultimately manage these resources to support the acquisition. Resource Managers are also a source of historical cost information for similar acquisitions that may be used in development of the IGCE. 

· Contracting: The IGCE's primary function is to provide the contracting officer with an unbiased realistic cost estimate for what is being purchased. It is the contracting officer's job to ensure that the final contract price is both fair and reasonable, achieving both a best value and a shared risk contract between government and suppliers. Well-documented IGCEs provide contracting officers with essential program knowledge needed to evaluate and negotiate contract proposals. Poor IGCEs can sub-optimize a program, wastes resources, and may lead to contractor failure or default. 

Contracting officers, on the other hand, provide early warning for possible program disconnects that may require timely action by the acquisition manager. Offerors' prices that deviate significantly from IGCEs may indicate unclear, ambiguous, or underdeveloped requirements, program structural problems, gold-plating, or cost estimation deficiencies. 

IV. COST ESTIMATION: Cost estimation is a field of expertise with practices ranging from very simple to exceedingly complex, depending on the requirement. Commercial item cost estimates often come directly from published price lists obtained during the acquisition manager's market research. Cost estimation methods in larger acquisitions (systems, facilities, programs) become much more complex and are often a key factor in acquisition program development and management decisions. Cost estimation in these cases requires well-defined requirements, extensive pricing data from similar programs, and expert assistance from experienced cost analysts. 

This Deskbook is not intended to be a tutorial on the "science" of cost estimation nor does it address specific practices or tools. There are many government and private sector publications, models, and tools available to provide this specialized information. Two of the most useful sources of cost estimation information are: 

DISA Circular 600-60-1(DISA Cost Manual): See Section VII 

Cost Estimating Links (WWW Hot Links from JSC/NASA Site): See Section VII 

V. BEST PRACTICES: The following are a set of IGCE "best practices" that apply to all DISA acquisitions: 

Form a Team Early: Do not struggle by yourself on complex acquisitions. Assemble a team of stakeholders and experts, (users, contracting personnel, resource managers, technical experts, analysts, etc.) as soon as practical. Get a cost analyst (full-time or part-time) involved in your acquisition program and development of the IGCE. Besides providing 

functional expertise, team members are your source of historical and near term data needed in building your IGCE. 

Use a Structured Approach: Define and document a structured approach to size your acquisition [Work Breakdown Structure (WBS), Cost Element Structure (CES), models, analogies with other acquisitions, market survey plans, etc., or combinations of these]. This structure provides the baseline for many acquisition decisions. Statements of Work (SOW), IGCEs, tradeoff decisions, funds reallocations, contract negotiations, engineering change proposals (ECPs), and spend plans will all rely on this structure and related cost elements. 

Tailor IGCEs from Standard Formats: Information is important, format is not. Most DISA acquisitions call for a unique combinations of: skills, materials, equipment, utilities, hardware/software, technological capacities, intellectual properties, privileges, and services. It is impossible to adequately display these diverse costs in a single standard format. You should use a logical approach and standard spreadsheets or common application software that allow IGCEs to be easily developed and transferred electronically. 

Tailor IGCEs from the following standard formats: 
IDIQ Spreadsheets (Task Orders, etc . . . ) 

Standard Spreadsheet (Time & Materials), example at Appendix A & B 

DISA IGCE Form 752 (Time & Materials) 

Other standards (Transmission, Circuits, COTs/NDI, Software, etc.) 

Include standard program information and coordination: 
Program Title 

Action Officer (Acquisition Manager) 

Phone/E:mail address 

Activity Code (Organization) 

IGCE Preparer/Phone/Signature/Date 

Resource Manager/Phone/Signature/Date 

Document/Reference Number(s) 

Description of Purchase (short) 

Use standard cost elements (tailored to fit the acquisition): 
Direct Labor Cost (DLC) 

Other Direct Costs (ODC): Materials & Supplies, Equipment, Travel, IT, Other 

Overhead Costs (OVHD) 

General & Administrative Costs (G&A) 

Profit (Fee) 

Do not include surcharges in the IGCE: DISA/DITCO and other agencies charge a fee (surcharge) for acquisition support (normally 2% or more). This surcharge is not attributable to the contract and, therefore, is not a cost element and should not be included in the IGCE. The surcharge is a business cost that is included in: business planning, budget, Acquisition Plan documentation, and any applicable Military Interdepartmental Purchase Request (MIPR). 

Ensure "independence" through market research: Using cost/price data from a single contractor, without scrutiny, invalidates the "independence" that makes your IGCE useful in contract negotiations. This is a serious problem if competition is limited to one or only a few suppliers. From a practical point of view, a single contractor's price lists, labor estimates, and other cost information are going to be used but they are not supportable without a comparison to cost estimates of similar requirements identified in market research. Even unique requirements and sole source acquisitions require research into previous contracts, similar requirements, and the use of technical judgement to ensure that the data in the IGCE is unbiased. 

Use "burdened" labor rates if possible: Burdened labor rates already include: direct labor salaries, overhead, general and administrative costs, and profit. These rates typically represent recently competed and negotiated rates for a large range of skills supporting information technologies. Using these burdened rates greatly simplifies the cost estimation process and format. Accuracy depends on the availability of burdened labor rates similar to the labor skills required in your acquisition. 

Disparity between the offeror's price and the IGCE may be a "Red Flag": Differences greater than 25% between the offered price and the IGCE may indicate a serious disconnect between what is being offered and the requirement. Contracting officers should immediately notify acquisition managers for appropriate remedial action that may include changes to the SOW, resource reprogramming, cost estimate review, formal discussions, amendment of the solicitation, modification of the contract, or cancellation of the requirement. Unjustified revision of the IGCE only masks the problem. 

VI. COST ELEMENTS: The following are standard cost elements. 

Direct Labor Cost (DLC): Direct Labor Cost is the cost of labor directly applied to producing the requirement. There are two types of DLC: unburdened which includes only salary; and burdened (fully loaded), which includes salary plus an allocation of costs for overhead (OVHD), general and administrative (G&A), profit (fee), and any escalation for option years. 

Using burdened rates simplifies the cost estimating process. The accuracy of this method depends on the availability of recent, competitively negotiated burdened rates that have similar skill requirements as your acquisition. Only labor estimates are needed. 

Labor estimates: The acquisition manager (or team) must estimate labor hours in each labor category. Use data from similar acquisitions, validated estimation models, expert advice, or team estimates. Break out labor estimated for work done at the contractor's site and at government facilities. Entering the estimated labor data in the IDIQ or other standard spreadsheets will usually cause automatically calculation of total burdened labor costs. 

If burdened rates are not available, you must: estimate salary rates for the required skills; estimate factors for OVHD, G&A and profit; and, use a more detailed IGCE format. Labor statistics and historical data from your Contracting Officer's Representative (COR), contracting officer, or Comptroller (DC2) are helpful in making cost estimates. Be sure to document the source data for these estimates. 

Multi-year acquisitions will require the distribution (allocation) of labor hours to each of the contract years. 

Other Direct Cost (ODC): These are all costs (other than labor and materials) used to satisfy the requirement: Equipment, Materials/Supplies, Travel, Information Technologies (IT), and any other direct cost. 

Document the source or basis of your ODC estimates. There must be enough backup to show validity. Backup should include: detailed equipment lists, average costs of comparable equipment (from your market research), number and destination of travel requirements, airline cost, per diem, etc. Cost estimates made by analogy to similar programs should identify the other programs and the basis for, or logic behind, the estimate. 

Do not use "Lump sum" estimates. These estimates do not demonstrate IGCE validity and are useless in making program tradeoffs or evaluating proposed alternates. 

Overhead Costs (OVHD) (Unburdened Labor Rates Only): These are the regular operating expenses of a business such as rent, utilities, facility maintenance, and taxes. Overhead rates vary from one contractor to another and are also dependent upon where the work is done. For example, the overhead rate for work at the contractor's site may fall between 50% and 110%. On the other hand, the overhead rate for work at the Government site may be between 30% and 70%. Usually rates are separated to show work at the contractor's site and government site. Use historical data from the COR, contracting officer, or Comptroller (DC2). 

Formula: DLC x OVHD Factor = OVHD Charge 

General and Administrative Costs (G&A) (Unburdened Labor Rates Only): This rate covers other company-wide costs non-operating like insurance, grounds maintenance and so forth. Like overhead, this rate fluctuates among companies, and G&A rates range between 5% and 30%. For IGCE purposes, use 13% when the rate is unknown or no historical data is available. 

Formula: (DLC+OVHD +ODC) x G&A Factor = Total G&A. 

Profit (Fee) (Unburdened Labor Rates Only): Profit (or fee) is subject to negotiation and usually based on the contract type or program risk. "Profit" is associated with firm-fixed-price contracts and "fee" is associated with cost reimbursement type contracts. For IGCE purposes, use 10% as the factor if no better information is available. 

Formula: (DLC+OVHD+ODC+G&A) x Profit/Fee Factor = Total Profit/Fee 

Total IGCE: Simply add the totals to get the total program cost estimate. 

Formula (Burdened Method): DLC+ODC = Total IGCE 

Formula (Unburdened Labor): DLC+OVHD+ODC+G&A+Fee = Total IGCE 

VII. Help and Information Sources. 

If you are using an IDIQ contract, contact your COR for appropriate estimation spreadsheets or call the DISA Cost Analysis Center (DC2) at (703) 607-6380.

Cost Estimating - Links only on the internet at: http://www.jsc.nasa.gov/bu2/links.html
Need help regarding cost estimation or related information? Call the DISA Cost Analysis Center (DC4) at (703) 681-0301. 

INDEPENDENT GOVERNMENT COST ESTIMATE 
(When using Burdened Direct Labor Cost) 

1. PROGRAM DATA 
a. Program Title: 
b. Action Officer: 
c. IGCE Preparer: <SIGNATURE> 
d. Activity Code: 
e. Phone: 
f. Date: 
g. Resource Manager Coordination: <SIGNATURE> 
h. Document/Reference No. 
i. Description of Purchase:

2. DIRECT LABOR CHARGE (DLC) USING BURDENED RATES 

CONTRACTOR SITE
GOVERNMENT SITE
LABOR 
CATEGORY 
HOURS 
RATE 
AMOUNT 
HOURS 
RATE 
AMOUNT 
xxx 
xxx 
xxx 
$ 
xxx 
xxx 
$ 
xxx 
xxx 
xxx 
$ 
xxx 
xxx 
$ 
xxx 
xxx 
xxx 
$ 
xxx 
xxx 
$ 
TOTAL DLC ---- 

TOTAL DLC ---- 

3. OTHER DIRECT CHARGES (ODC) TYPE 

Travel & Per Diem 
$$ 
Equipment (List) 
$$ 
Material/ Supplies (List) 
$$ 
ADP (List) 
$$ 
OTHER (List) 
$$ 
TOTAL ODC 
= $$ 
4. Total IGCE. DLC+ODC TOTAL COST = $$ 

5. MULTI-YEAR CONTRACT (Break out allocation, if applicable) 

FY 
FY 
FY 
FY 
FY 
TOTAL 
AMOUNT 
HOURS 
APPENDIX A 
INDEPENDENT GOVERNMENT COST ESTIMATE 
(When using Unburdened Direct Labor Cost) 

1. PROGRAM DATA 
a. Program Title: 
b. Action Officer: 
c. IGCE Preparer: <SIGNATURE> 
d. Activity Code: 
e. Phone: 
f. Date: 
g. Resource Manager Coordination: <SIGNATURE> 
h. Document/Reference No. 
i. Description of Purchase: 

2. DIRECT LABOR CHARGE (DLC) USING UNBURDENED RATES. 

CONTRACTOR SITE
GOVERNMENT SITE
LABOR 
CATEGORY 
HOURS 
RATE 
AMOUNT 
HOURS 
RATE 
AMOUNT 
xxx 
xxx 
xxx 
$ 
xxx 
xxx 
$ 
xxx 
xxx 
xxx 
$ 
xxx 
xxx 
$ 
xxx 
xxx 
xxx 
$ 
xxx 
xxx 
$ 
TOTAL DLC ---- 

TOTAL DLC ---- 

3. COST ESTIMATING FACTORS 
a. OVHD Factor = ---- 
b. General & Administrative (G&A) Factor = ---- 
c. Fee Rate (Profit) Factor = ----

4. OTHER DIRECT CHARGES (ODC) TYPE 

Travel & Per Diem 
$$ 
Equipment (List) 
$$ 
Material/ Supplies (List) 
$$ 
ADP (List) 
$$ 
OTHER (List) 
$$ 
TOTAL ODC 
= $$ 
5. OVERHEAD CHARGE. (DLC[unburdened])x(OVHD Factor) TOTAL OVHD = $$ 

6. G&A. (DLC+OVHD+ODC)x(G&A Factor) TOTAL G&A = $$ 

7. FEE. (DLC+OVHD+ODC+G&A)x(FEE Factor) TOTAL FEE = $$ 

8. Total IGCE. DLC+OVHD+ODC+G&A+FEE TOTAL COST = $$ 

9. MULTI-YEAR CONTRACT (Break out allocation, if applicable) 

FY 
FY 
FY 
FY 
FY 
TOTAL 
AMOUNT 
HOURS 



