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DEPARTMENT OF THE NAVY

OFFICE OF THE SECRETARY

- ‘K\M SECNAVINST 4200.31C

NAVCOMPT: NCB-6
22 June 1993
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(c) FAR Part 37 "Service t
(d) DFARS Part 37 "Service Contractlng"
(e) Federal Personnel Manual, Section 304 (NOTAL)
(f) DoD Directive 5105.4, "Department of Defense Federal Advisory
Committee Management Program" of 5 Sep 89 (NOTAL)
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(g) SECNAVINST 5200.35C, "Department of Navy Management Control Program",
of 7 Jan 91 (NOTAL)

Encl: (1) Guide to Contracted Advisory and Assistance Services

1. Purpose

a. To revise policy, assign responsibilities, and prescribe procedures for
planning, acquiring, managing, evaluating, and reporting Consulting Services
(CS), which were formerly designated Contracted Advisory and Assistance Services
(CAAS)

b. To implement the Department of Defense (DOD) management policy in
reference (a) and the direction of the Congress as implemented in reference (b).
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1d be read in its entirety.

2. Cancellation. SECNAVINST 4200.31B.

3. Background. Historically, CS have been viewed as a resource which may be
properly employed to accomplish Department of the Navy (DON) programs, but a
resource which requires greater visibility, review, and oversight than other
resources.

a. Continuing Congressional interest and revised DOD guidance necessitate
updating policies and procedures for the identification, acquisition,
management, and control of CS. During FY 1990 and FY 1991, this interest was
manifested as a statutory limitation on the amount of funds which could be
obligated for CAAS. For FY 1994, Congress, in Public Law 102-394, redefined CS
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and required that the Office of Management and Budget (OMB) establish the
funding for CS for each Department and Agency as a separate object class in each
budget submitted to Congress under Section 1105 of Title 31, United States Code.
In compliance vith this 1aw, OMB, in reference (b), provided revised guidance
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cetlnlng object class 25.1 for CS. As a result, CAAS, as defined in reference
(a), will no longer be reported. Instead an "Exhibit 15E", developed for
collecting and reporting CS data to OMB and Congress to comply with the

reporting requirements contained in 31 U.S.C. 1114, 10 U.S.C. 2212, and P.L.
102-394 is required. This instruction incorporates initiatives to ensure the
effective and efficient procurement and oversight of CS efforts.

For additional guidance in acquiring these services, see references (c) and (d).
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ore importantly, when contractors prov1de advice or assistance which may affect
decision making, influence policy development, or provide staff support to
project or program management, it is essential to ensure that the contractor’s
performance is free of conflicts of interest and does not impinge upon the
performance of inherently governmental functions by government employees. As
such, CS require an appropriate degree of enhanced management and oversight.
Vhen using contractor provided products, final decisions and actions must
reflect the independent conclusions of DOD officials. The definitions belov are
intended to encompass contractual effort where these concerns are likely to be
present.
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4. Definitions. CS are advisory and assistance services acquired by contract
from non-governmental sources (including Federally Funded Research and
Development Centers (FFRDCs) and other non-profit organizations) to support or

improve organization policy development, decision-making, management, and
administration; support program or project management and administration;
provide management and support services for Research and Development (R&D)
activities; provide engineering and technical support services; or improve the
effectlveness of management processes or procedures The products of CS may
if inion lys
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services; studies, analyses and evaluations; and engineer
services defined as follows:

a. Management and Professio
services that provide assistance
effective management and operati y ac
management, scientific and engineering support services for R&D ac
systems. These services are normally closely related to the basic

responsibilities and mission of the agency contracting for the services.

Includes efforts that support or contribute to improved organization of program
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management, logistics, management, project monitoring and reporting, data
collection, budgeting, accounting, auditing, and technical support for
conferences and training programs. It also includes services to reviev and
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assess existing managerial policies and organizations; develop alternative
procedures, organizations, and policies; and to examine alternative applications
and adaptations of existing or developing technologies.

b. Studies, Analyses, and Evaluations (SAE). Contractual services that
provide organized, analytic assessments or evaluations in support of policy

development, decision-making, management, or administration. Includes studies
in support of R&D activities. Also includes obligations for models,
methodologies, and related software supporting studies, analyses, or
evaluations. Examples include: cost, benefit or effectiveness analyses of
concepts, plans, tactics, forces, systems, policies, personnel management
methods, and programs; studies specifying the application of information

technology and other information resources to support missions and objectives;
technology assessments and management and operations research studies in support
of R&D objectives; evaluations of foreign force and equipment capabilities,
foreign threats, net assessments and geopolitical subjects; analyses of
material, personnel, logistics and management systems; and environmental impact

als; pPeioLilNlEs -

statements.

c. Engineering and Technical Services (ETS). Contractual services used to

support the program office or manager during the acquisition cycle by providing
such services as systems engineering and technical direction as defined in
Federal Acquisition Regulation (FAR) 9.505-1(b) (NOTAL), required either to
ensure the effective operation and maintenance of a weapon system or major
system as defined in OMB Circular No. A-109 (NOTAL), or to provide direct

support of a weapons system that is essential to R&D, production, or maintenance
of the system. Examples include determining system performance specifications;
identifying and resolving interface problems; developing test requirements,

evaluating test data and overseeing test design; developing work statements,
h

determining parameters, overseeing other contractor’s operations and reselving
technical controversies. Also includes services of contractor technical
representatives providing assistance and training necessary to maintain and
operate fielded systems, equipment and components (including software when
applicable) at design or required levels of effectiveness.
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5. Applicability and Scope. This instruction:

a. Applies to the acquisition and oversight of CS as defined above by all
elements of the DON. If this instruction conflicts with existing related DON
instructions, this instruction shall govern until such other instructions are

ot apply to CS obtained through personnel appointments or advisory
£\

er references (e) and (f).

c. Does not apply to contracted services for routine maintenance and
engineering and englneering and services for routine automatic data processing
and telecommunications efforts (Federal information processing resources as
defined in subpart 201-39.201 of the Federal Information Resources Management
Regulations (FIRMR)) unless they are an integral part of CS. For example:

installation, operation, or maintenance of systems; monitoring day-to-day



hardvare (or softwar p) performance; and support services required to accomplish
these particular actions. However, services that recommend to the government
decision maker which modification or repair may be necessary (especially if
assisting in evaluating contractor A’s proposal versus contractor B’s), or
vhether to repair, modify or do nothing are examples of CS which should be
reported.

e. Does not apply to architectural and engineering services as defined in
FAR 36.102 which are for construction, alteration, or repair (including
dredging, excavating, and painting) of buildings, structures, or other real
property or to services supporting research on theoretical mathematics and basic
medical, biological, physical, social, psychological, or other phenomena.

w £
i

>

a
J v
opme

D
1= "

es
dev t.

g. Does not apply to services supporting the Foreign Military Sales Program
paid for with fund that will be reimbursed by the foreign customer or services
citing other non-appropriated funds.

6. Policy
a. The acquisition of CS is a legitimate way to support DON operations.
Accordingly, they may be used at all organizational levels to help managers
achieve maximum effectiveness or efficiency to meet mission requirements.
However, the DON shall maintain organic resources to perform inherently
Governmental functions. These functions are defined in OMB Policy letter 92-1
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as to mandate performance by Government employees. These functions include
those activities that require either the exercise of discretion in applying

Government authority or the use of value judgments in making decisions for the
Government" (NOTAL). When contractors provide advice or assistance which may
affect decision making, influence policy development, or provide support to
project or program management of a kind similar to that provided by government
DéfSOﬁﬁél, it is essential to ensure that the contractor’s pcnxormance is free
of potential conflicts of interest and does not impinge upon the performance of
inherently governmental functions. As such, CS require an appropriate degree of
enhanced management and oversight. When using contractor provided products,
final decisions or actions must reflect the independent conclusions of DON
officials. Accordingly, DON claimants shall retain the technical capability to
prescribe, monitor, and evaluate the work of the contractor.
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limitations,; or competitive employment procedures; awarded on a preferential
basis to formeL Government employees; used under any ircumstances specifically
to aid in influencing or enacting legislation; or procured through grants or
cooperative agreements.
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ollateral interest in the result of the contract, shall be avoided. Clauses to
prevent such conflict of interest shall be included in solicitations. (See FAR
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9.5 (NOTAL)). Contractor employees performing under DON contracts shall be
required to sign appropriate disclosure statements. Contracts shall be
administered in a manner to ensure that contract terms and conditions are
followed and that improper employer-employee relationships are not created (see
SECNAVINST 4200.27A).

d. The requirements of references (c) and (d) shall be met in the
solicitation, award, and administration of all CS contracts. Requirements shall
be identified as far in advance as possible to permit competition to the maximum
practical extent and the work to be done must be specific enough so that a
contract can be written describing the services required in clear and
unambiguous terms.

e. The following guidelines should be used to determine when CS are an
appropriate resource:

(1) When suitable in-house capability is unavailable or cannot be
obtained in time to meet the needs of the DON claimant, or it is not cost
in-house capability (for example, because the special
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orf utuquc skills or expertise are not require

(2) Vhen the requirement is anticipated to be of a short-term, temporary
period of time. If the requirement is for a long or continuing period, an
analysis should be performed to determine if in-house or contracting out is the
most efficient means of performance.
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(3) Contracts for CS may not be continued for longer than 5 years
without review by the DON Director for CS; or designee, for compliance with this
. .
instruction.

7. Procedures

a. Identification. The management and oversight of CS as a resource is a
team responsibility. It requires the identification, planning, budgeting,
acquisition and accounting for CS requirements financed by appropriated accounts
and Defense Business Operations Fund (DBOF). CS shall be identified in the
planning and budget formulation phases by the program manager and the budget
officer and incorporated into the operating plan (see paragraph 7b). The final
decision as to whether the contractual effort shall be classified as a
Consulting Service lies with the claimant or activity comptroller who is

responsible for identifying the obligations for object class 25.1.
Disagreements between claimants as to whether a specific contract action
constitutes a consulting service will be referred to the Office of the
Comptroller of the Navy (NAVCOMPT) (NCB-6) for resolution.

(1) The activity (customer) having the requirement for contractor
support has the pr1mary respons1b111ty for ensur1ng that the CS are properly
identified, budgeted, and reported. Each proposed contract action shall be
evaluated separately to determine if the services required meet the CS
definition provided in this instruction.

wn
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costs determines what appropriated account or DBOF fund should be identified in
planning, budgeting, and accounting for CS requirements. DBOF or other
revolving funds shall plan, budget, and account for CS associated with overhead
functions. CS citing DBOF accounting data directly in support of a customer
order shall be planned, budgeted, and accounted for by the issuing/requiring
activity, i.e., by the customer who holds the appropriated account.

unt ult

[

mately charged with the cont

orn
avL.v g A 5% 23 w i LR

(3) Vhen interdepartmental transfers of funds, such as a Military
Interdepartmental Purchase Request or an Inter-Agency Cost Reimbursable Order
are used to procure CS, the organization issuing the funds, rather than the
organization receiving the funds, shall ensure the funds are properly reported

in the DoD accounting system and budget exhibit.
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\q} In the above instances, it is uuleual' necessary that communication
be maintained between the requiring activity and the executing activity to

ensure that information is available to all parties. For example, the executing
activity should inform the requiring activity as soon as possible (in time to
support the budget when possible) when execution of the customer order will
require the use of CS. To ensure accurate recording of obligation information,
the performlng activity which acquires CS which direct cites customer finds, is

responsible for providing a copy of the ob
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ligating document to the requiring

b. Operating Plan. The operating plan is the document maintained at the
requiring activity which identifies projected and ongoing CS requirements for a
specified fiscal year(s). The details of the operating plan constitutes the
supporting documentation and explanatory detail and shall be summarized and
displayed in the budget exhibit for CS.

[ d

(1) All requiring activities (i.e., the organization with identified
requirements for CS) shall maintain operating plans. Operating plans shall be
consolidated from all sub-claimants and maintained at the appropriate

organizational level within the major claimant and shall be kept current.
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(a) Description of the requirement.
(b) Justification of the need.

(c) Estimated cost.
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the requirements.

(3) Before initiating procurement action, the requiring activity or
manager shall ensure that proposed CS are in conformance with the operating
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plan. Claimants shall ensure that deviations from approved plans adhere to DON
funding policy and do not violate current ceilings or funding levels.

(4) Requiring activities shall identify requirements for CS to the
claimant’s organization or functional area responsible for compiling "Exhibit
15E" for CS.

(5) Claimant Commanders, Program Executive Officers and Direct Reporting
Program Managers or their designee must review and approve in writing the annual
Operating Plan for their activities. This approval authority may not be
delegated below a Senior Executive Service (SES) manager; a general or flag
officer; an officer in the grade of 0-6 filling a general or flag officer
position; or an officer in the grade of 0-6 who has subordinate SES personnel.
Copies of this approved plan must be provided to requiring activities for
execution.

c. Budget Exhibit. "Exhibit 15E" is the source document from which total
estimates of obligations for object class 25.1 CS are identified and reported by

DOD to OMB and Congress. The Comptroller of the Navy shall provide guidance
COﬁCérniﬁg format and schedule for the preparation and submission of the exhibit
supporting CS.

d. Accounting Procedures. All obligations for CS shall be recorded in the
accounting system of each DON claimant per DOD 7220.9-M of October 1983 (NOTAL).

(1) Services acquired for support of weapon systems and generic type

1

functions shall be discretely accounted for in the three categories defined in
this instruction. For purposes of identifying CS obligations under Section 918,
FY 1986 Defv“se A"thorizatlon Act, the assignment of a CS category code is the

(2) Reimbursable orders to non-DBOF activities and direct cite orders to
all field activities (DBOF and non-DBOF) should contain a statement that funds
are, or are not, provided for CS. If funds are provided for CS, a separate line
of accounting must be identified. If the receiving or contracting activity

disagrees with the determination as to whether the services are or are not
CS, a confirmation may be requested from the issuing activity. If a
disagreement still exists, the issue may be referred to the Comptroller of the
Navy (NCB-6) for resolution.
(3) All CS transactions originating in technical operating budgets
"""" ed to field activities should be captured in the mechanized system of

(4) Off-line reporting is to be established for all CS transactions that
cannot be identified in a mechanized system.

e. Procurement and Contract Administration. The project office or officer,
contracting officer’s technical representative, and the contracting officer must
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all be involved in ensuring a successful procurement. The responsibilities and
duties shift from one to another throughout this part of the overall process
The following guidelines apply:

(1) CS should be procured through a separate contract action if
possible. When CS is a portion of a larger contract action, it shall be a
separately identified contract line item number and separately priced.

(2) Each purchase request package for CS, including task orders, shall
include the following information

(a) The type of consulting service being procured as defined by the
three reporting categories in this instruction. The appropriate category shall
be de51gnated by the requiring act1v1ty comptroller to ensure proper accounting
classification and identification of Obje“ class 25.1 obligations. This
1dent1flcat10n of the account1ng classif tion code may also assist the
___________________ entify ederal Procurement Data System (FPDS)
code and recording the contract actlon in the FPDS. However, the determination
of the detailed FPDS code does not control whether the contract is accounted as
object class 25.1 CS. For purposes of accounting for obligations for object
class 25.1 CS, the assignment of the accounting code is the determining factor.

(b) A statement of work describing in as clear and unambiguous terms
as possible the work to be performed, the deliverable(s), and a specified period

of performance.

(c) Certification by the requiring activity that such services have
been reviewed for the most effective or efficient means of accomplishment. If
the requirement is being met with consulting service resources but is considered

long term and could be more effectively completed with in-house resources, a
statement citing action being taken to acquire additional resources or an
explanation of why contracting out is necessary shall be included.

(d) Procurement requests fo studies must contain a statement that
the Defense Technical Information Center (DTIC) and other applicable information
sources have been queried and that no known existing scientific, technical, or
management report could fulfill the requirement. Information may be queried
directly from DTIC through an on-line search of the Defense RDT&E On-Line System

(DROLS) or directly to DTIC, Cameron Station, Alexandria, VA 22314. Other
potential sources of information include The Center For Naval Analysis,
Alexandria, VA; Defense Logistics Studies Information Exchange, Fort Lee, VAj;
Institute for Defense Analysis, Alexandria, VA; the Naval Audit Service; the

General Accounting Office, Reports and Publications Division, Washington, DC;
the National Technical Information Service, Springfield, VA; the Libraries of
DOD Service Schools; the Naval Postgraduate School or the Pentagon Library.

(e) Estimated cost and level of effort expressed in staff-years,
staff-months, or staff-hours.
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(f) Proposed evaluation and selection criteria for competitive
avards.

(g) Surveillance plans specifying how contractor perfo
11

P nce,
performance standards, and deduction schedules, as required sha assessed.
(h) Properly chargeable funds certified by the cognizant fiscal or
budget office.

(3) All procurement requests for CS shall, as a minimum, be approved by

an official at a level above the requiring activity, office, or organization.
Additionally, approval for all procurement requests for CS which are initiated
Anring tha fanrth Aanartar nF tha F1eﬁ91 vear far nwnrd dnr\pa the same f1<02]
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year, shall be by an official at a second level or higher, above the requiring
activity, office, or organization. For proposed contract actions estimated at
$50,000 or more, the approval authority may not be delegated below the positions
identified in 7b(5) above.
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(4) Approvai vy Claimant \«Ulllllldlu IS, rIiogridil DACCULLVE VULLILELS,y UL
Direct Reporting Program QOfficers of the operating plan constitutes approval
authority for those activities where there are no military or civilian grade

levels identified in paragraph 7b(5). In such instances, a copy of the Claimant
Commanders’ written approval of the effort as incorporated in the Operating Plan
must be included with the procurement request.

(5) The requiring activity shall maintain a file to include a copy of
the approved procurement request and appropriate supporting documentation,
listing, or summary of contract items delivered, and documentation of Government
acceptance per reference (c)

8. Responsibilities

a. The Assistant Secretary of the Navy (Financial Management) (ASN(FM)) has
designated the Principle Deputy Assistant Secretary of the Navy as Director of
CS for the DON. The ASN(FM) shall exercise general supervision over the
activities of the Director of CS for the DON

b. The Director of CS for the DON shall ensure that:

(1) The overall process, procedures, and practices for the
identification, acquisition, and management of CS resources within the
DON comply with this instruction and other applicable policy guidelines.

(2) That compliance with reference (g) covers CS through internal
management control assessable units.

c. The Assistant Secretary of the Navy (Research, Development and
Acquisition) shall ensure that advice and staff support regarding procurement
policy and the FPDS are provided as necessary to support the Director of CS for
the DON.

0
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d. The Assistant Secretary of the Navy (Manpower and Reserve Affairs) shall
provide manpower policy guidance as necessary to assist in determining when
procurement of CS is appronriate to sunnort DON nrocrams.
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e. NAVCOMPT (NCB-6) shall establish procedures to ensure that:

(1) Requirements for CS are properly identified and justified in the
budget;
(2) The budget adheres to Congressional direction;

(3) Obligations for CS are properly entered in accounting systems

(4) Funds for CS are administered following the budget plan;

(5) Training for the identification, acquisition, management, and use of
CS is implemented by all claimants; and

(6) Any deviations from the budget plan adhere to DON funding policy and
conform to current ceilings or funding levels.

9. Action. DON major claimants and all Echelon 2 level commands shall appoint,
as a collateral duty, a Coordinator for CS who shall ensure that:

. Adequate controls are established at the appropriate level of
accountability so that resources for CS are used for the purposes identified in
the operating plan. When changes to the operating plan occur, adhere to
procedures established for review, approval, and reporting.

b. Operating plans are periodically reviewed at an appropriate
organizational level to identify opportunities for savings through consolidation
of similar requirements. At a minimum, the operating plan shall be reviewed
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e. The contract action is properly evaluated at its conclusion or when
othervise deemed appropriate (e.g., prior to renewal of an option, completion of
a separate task or service, etc.) to assess its utility to the organization and
the performance of the contractor.



f. Accurate and appropriate CS contract actions and outputs (especially

studies) are reported to the Defense Technical Information Center (DTIC) and

other relevant data repositories.
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A2A (Department of the Navy Staff Offices)
A3 (Chief of Naval Operations)
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(CAAS) and other contracted services. We believe that the guide will enhance
the Department’s capability to efficiently and effectively use contracted services

This guide was prepared by the Office of the Director, DoD CAAS, and bencfits
from the background, knowledge and insights of a number of people involved in
the process for acquiring and using contracted services. Our special thanks and
gratitude to all those who took the time to contribute to the publication of
this guide.

We welcome your comments regarding this guide. Please contact the Office of
the Director, DoD Contracted Advisory and Assistance Services at
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ROBERT A. NEMETZ
Director, DoD Contracted Advisory
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1.1 Purpose

The purpose of this guide is to help DoD personnel understand the process and procedures
for acquiring contractor support services in general and specifically Contracted Advisory and

= -L_Af\A A O £AN 2 o

Assistance Services (LAAb ). Our goa1 is to ensure that CAAS: (1) is used only when
necessary or cost effective to meet mission requirements; (2) achieves its intended purpose;
and (3) is procured at a fair and reasonable price. Appendix A contains a glossary of terms

used in this guide.

ers and action officers who are unable to meet essential
in-house resources and need help from an alternative
de
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: determining and Jusufymg requirements and resources; obtaining a
grfgrm thc service; and, proper execution and oversight of the resulting
_-so cribes how to determine if a contractor support requirement is
\S and under the p of DoD Directive 4205.2, "Acquiring and Managing Contracted

Advxsory and Ass1stanc S rv1ccs" (revised version effective February 10, 1992).
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The guide provides gcncral information on the CAAS process. It is not to be relied upon
as a source of regulatory guidance, which can be found in the DoD CAAS Directive and in each
of the DoD Component’s implementing document. It does provide useful information to help
determine when the use of contracted services is appropriate and the process to acquire those
needed services.

There are documents other than DoDD 4205.2 related to the process and procedures for
managing and acquiring contractor support. Managers and action officers using contractor
support should be aware of these other policy and procedural documents. For your
information, Appendix B lists these related documents.



CHAPTER 2. BACKGROUND

2.1 Using Contracted Support and Services

It is Government policy to consider the private sector as a source for services to support
the Government’s operations. The DoD uses contractor support to help perform its mission
because it can be more efficient or cost-effective, or because of constraints on the use or
availability of in-house resources.

The DoD normally acquires contractor support through a service contract. A service
contract directly engages the time and effort of a contractor, whose primary purpose is to
perform an identifiable function or task rather than to furnish an end item of supply. DoD
contracts for a wide variety of services, from highly specialized technical, scientific and
management advice and assistance, to routine support functions, such as grounds maintenance,
operating a computer facility and providing food services. However, there are important
policies and guidelines for using the private sector to perform services. Knowledge of them
by the requiring activity is essential if the Government is to maintain control of and
accountability for its functions.

2.2 Inherently Governmental Functions and Contractor Support

When considering using contractor support and when making determinations on what
activities, functions or tasks are candidates for contracting out, the requiring activity must
ensure that contractors do not perform inherently governmental functions. An inherently
governmental function is one which is so intimately related to the public interest as to
mandate its performance by Government employees. For example, it is Government policy
that contractors or consultants shall not be used to perform work of a policy

either the exercise of discretion in applying Government authority e U u
judgements in making decisions for the Government. For example, policy decisions should
always be made by Government officials. They must approve of the analytical process leading

W - a
to decision options and must make or approve the value judgements throughout the process.
Appendix C, contains a list of functions usually co

i
Closely related to inherently governmental functions and j
core capability.

2.3 Core Capability and Contractor Support

While some functions/tasks are inherently governmental, many others are candidates for
contracting out. When making these determinations, requiring activities should keep in mind
that whether the Government does its job with its own employees or by contract, it must
have the core capability. Core capability includes: (1) a sufficient number of trained and
experienced Government staff to properly manage and be accountable for its work; (2)
maintaining a capability to write and/or administer related service contracts; and (3) retaining
a residual capability to perform certain complex service requirements in emergency situations.
For example, when contracting for highly specialized services (a typical use of CAAS),
organizations must remain accountable and retain control over decisions and other
governmental functions that may be based on the contractor’s performance and work

2



ts. Organization officials should ensure that the technical expertise is available within

.

c
the organization to make sound judgements on: (1) what the requirements should be; (2) the

estimated costs; and (3) whether the contractor is performing to the contract terms and

=222 L2t 3 €23% N

conditions. Appendix D contains an illustrative list of services and functions that are not

considered to be inherently governmental, but may approach being in that category and require
special attention to the terms of the contract and the manner of performance.

Unlike inherently governmental functions, the core capability can vary over time and
circumstances. Contracting out too many functions/requirements could deplete the core
capability. The organization’s managerial or technical capacity should not be eroded over time
through the use of contractor support to the degree that future contracts could not be
effectively monitored or evaluated. On the other hand, doing more with Government
employees could lessen flexibility needed to respond to various situations. The objective is to
strike a proper balance between contracting out and use of Government employees based on
the appropriate match between resources available and requirements to be carried out.

2.4 Contracted Services and CAAS

In almost every discussion regarding CAAS management and reporting, the problem of
identifying what is a CAAS effort is raised. It is a continuing probiem but greatly heiped by
CAAS definition. The new Directive aiso identifies the requiring activity as having primary
responsibility for determining which of its contractor support requirements are CAAS.

Here is a suggested approach for identifying which contract actions are CAAS. First,
identify ail of the requiring activity’s ongoing or proje s
Next, compare those requirements; i.e., coniracied services, o the CAA
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ecent | me concerned that the Government is contracting out work that
should be done by Government employees or that could be done more cost effectively using

in-house resources. Since most of the concerns and alleged abuses have been associated with
contracting for advice or assistance, additional procedures and safeguards were established for
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. Limited competition, excessive use of sole-source contracts, unsolicited proposals
and contract modifications to avoid compliance with the Competition-in-

éontracting Act (CICA);

o Inadequate controls and procedures to avoid potential conflicts of interest; and

. Inaccurate identification and reporting of CAAS.

In an effort to prevent abuses and to strengthen management and reporting of CAAS, the
Office of Management and Budget (OMB) revised and reissued Circular No. A-120, " Guidelines
for the Use of Advisory and Assistance Services" on January 4, 1988. This Circular
established policy, assigned responsibilities, and set guidelines to be followed by agencies in
determining and controlling the appropriate use of advisory and assistance services obtained
from non-governmental sources. DoD Directive 4205.2 implements Circular No. A-120.



CHAPTER 3. ROLES AND RESPONSIBILITIES IN THE CAAS ACQUISITION

Successful m‘nuisi ion apd use nf cnnt actor su nrt remnreq the skills, coope ation and

419, Lypuidiivil al

also be aware of how their area interacts with others. The followmg summarizes what should
be considered common knowledge for both users and participants in the CAAS process.

3.2 Requiring Activity

Requiring activities determine the need for contractor support services and have primary
responsibility for identifying, justifying, and reporting CAAS requirements. The requiring
activity identifies and justifies the resources (both in-house and contractor support) it needs
to accomplish its mission and forwards that information to the appropriate activity for
inclusion in the budget request. It initiates and obtains management approval of the
procurement request for contracted services and oversees and reports on the performance of
the contractor.

3.3 Manpower

The manpower function implements Government policy within DoD for the use of
contractor support. It also impiemcnts Government policy and guidelines o
o a_ <laillae. :

inherenily governmentai functions. It validates the feasibility and
resources and, if applicable, coordinates on procurement request

The component comptroller does the following: certifies that properly chargeable funds
are available for contractor support; compiles, develops and submits the budget request to the
annronriate aroanizational lavel: maonitors the budeet authoritv after Congressional approval
uyyl\l 3 AR VW vls“lllwtlvllul AW Vwiy LIBVIARVA Y vasw vu\.av- Bwmrisvadeg WasV Nt o rr
of the budget; requests and compiles the annual CAAS Budget Exhibit and ensures the
adequacy of an accounting system to track and monitor CAAS commitments, obligations, and
expenditures, as well as any other useful historical information; and ensures that accurate
budget submissions reflecting current and future CAAS requirements are submitted from all
DoD components. For interde anmental transfer of funds, the fiscal management activity

within the organization issuing the funds, rather than the organization receiving the funds shall
ensure the furtds are properly reported in the DoD accounting system and CAAS budget
exhibit.

.S Contracting Office
The contracting office is responsible for procuring contractor support in accordance with

laws and regulations set forth in the Federal Acquisition Regulation and it’s supplements. In
carrying out this responsibility, contracting offices should advise and assist customers in all



phases of the acquisition process. Contracting office actions usually begin upon receipt of a
procurement request initiated by the requiring activity after passing through the
comptroiler/fiscal management function to determine availability of funds. However, at any
time during the acquisition process, organizations having questions or needing information
related to contracted services, should contact their servicing contracting office for assistance.
Responsibilities of the contracting office include:

cview rocurement requests for compieteness, possibie conflicts of interest,
and any restrictions on opportunities for competitive bidding;
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° In coordinatinn with the leo ice enenrine that the nrmnnecad ~antrart antinn
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is consistent with existing laws and regulations;

. Assisting the requiring activity in development of the surveillance plan and

delegating appropriate contract administration technical responsibilities to the
contracting officer’s representative (COR/COTR);

. Issuing the solicitation, overseeing the selection process, making contract award,
and notifying the other relevant functions/organizations of award;

o Ensuring that the appropriate Federal Procurement Data System (FPDS) service
category code is selected and included in the FPDS/DD 350 system.

o
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» xible mix of resources
accomplishment. The composition of DoD’s force structure is based upon the "Total Force"
policy which recognizes that all elements of the Defense work force contribute to national
security. Those elements include the active, reserve and retired military; the civilian work
force; DoD contractors and host nation support. When reviewing available resources,
caution should be exercised to ensure that inherently governmental functions are performed
by DoD employees and that a sufficient number of DoD employees are maintained to satisfy
essential core capability requirements. However, utilization of contractor support continues
to represent a cost-effective and viable option to satisfying workload requirements that are
not inherently governmental or core. Other alternatives include use of overtime, temporary
employees, and inter-agency or intra-agency support agreements; justifying additional full or
part-time permanent staff; and repriortizing workload or retraining existing staff.

If the alternative decided upon includes contractor services/support, funding must be
identified. Depending upon when the requirement(s) was known and when it must be
completed, the requiring activity may have: (1) previously budgeted for funds to be available
for anticipated contractor support; (2) to request funds during the budget process to be

available in the future; or (3) request that funds be made immediately available from another
source.

At this point, whether the requirement includes CAAS, may not have been determined.
However, this is a good place to discuss three documents that are part of the CAAS process
and important to the management and reporting of CAAS rcquiremcnts and resources. They

- s 4 g ww

are; the DoD Buaget the CAAS Buaget Exhibii, and the CAAS Uperanng Pian.

4. 2(a). CAAS and ihe DoD Budget. The DoD budget request inciudes funding for
confractor services requiremems but does not specify those that may be CAAS. chwrxng
activites _]Ustlty runamg for known or anncxpatea rcqmrcmems when preparmg the b
YCQUCSI ..requxrernents tnat are KnOWI’l o DC LI‘\I‘\D are reponca m mc LMD uuag
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4. 2(b). CAAS Budget Exhibit. The CAAS Budﬂet Exhlblt identifies nroiected CAAS

comoletcd and oronectcd rcouu'cmcms and funding that meet the deﬁn-g_ of CAAS. It is
compxlcd and submitted to the Congress at about the same time as the DoD Budget. Specific
data requirements for the exhibit are contained in DoD 7110. 1M, "DoD Budget Guidance

Manual". DoD Components usually establish their own internal collection procedures.

4, 2(c). CAAS Operating Plan The CAAS Operating Plan is a new requirement
established to quickly and easily identify, at any given time, ongoing and projected CAAS at
the organization level. Since CAAS is primarily used to meet short-term, nonrecurring or
unanticipated requirements, it isn’t feasible to identify or project all requirements in the CAAS
budget exhibit. Also, the budget exhibit is prepared annually and can become out-of-date soon
after submission.

The plan is a useful management tool to quickly identify current CAAS requirements,
update additions, cancellations or changes to requirements, and to provide a record of what
requirements are being addressed, which ones remain and those no longer necessary.

A N o~

Details of the content and format of the CAAS Uperanng Pian are determined by the DoD

\..UlllpUllClll \,ﬂﬂo UerL[()l', bui SﬂOUlG ll’lClU(lC asa mlmmum mc Iouowmg lmormauon IOI'
each ongoing and projected CAAS requirement:

° The amount of the obligated funds for an awarded or ongoing contract action
and estimated costs for projected efforts,
o Explanat f why contracting out is appropriate for meeting the requirement

Assuming that the requiring activity has identified its CAAS requirements and the
necessary funds are available...we begin the procurement phase.

4.3 Procurement

The procurement phase includes preparation of the necessary paperwork to specify what
the contractor will do, and a estimate of how much it will cost, specifying how the
contractor’s performance will be monitored, and the development of evaluation criteria to
help select a qualified contractor.

4.3(a). Procurement Request. The requiring activity usually initiates procurement by

submitting a procurement request to the contracting office that includes:

. A statement of work (SOW), describing to the extent necessary, the work to be
performed, the deliverable(s), and the specified period of performance.



Performance standards and surveillance plan to oversee and assess contractor
performance...level of detail determined by the kind of service being procured.
________ 2 s nnd Vocinal AF affAet avnraccad in ctaff vanre octaff manthe nr

psiimatea cost and 1evei O1 SOt SXPIrissa il Swari-y<ars, Stari-iiUnuis vl
e L Lo e amemn nthae datailad actimata Af tha ~rnct tn tha (TAavarnmant
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prepare the Government’s negotiation position, and to determine whether the
~rantrast nrica ic fair an reacnnahle

wuUllluawli yll\-b 1D 14dll QAlIlIU IviAAoViiuvaw.e

Identification of the CAAS reporting category that best defines the service being
procured. The three categories are: (1) studies, analyses and/or evaluations; (2)
managcement SUnnort services: and (3) ,Angingg_rinv and gv___niga_l support

MGG nviliviit SuppULL O ’ N~/ 1-3 o i g o
Certification by the approving official that the services do not unnecessarily

duplicate previously performed work or services, and are being obtained in the
most cost-effective manner. If the CAAS requirement is considered long-term
and could be cost-effectively done by in-house resources, a statement citing action
being taken to hire additional resources or an explanation of why contracting out
is necessary shall be included.

Evaluation and selection criteria for competitively negotiated awards.

Properly chargeable funds certified by the cognizant fiscal/budget office.

While the requiring activity initiates the procurement request, the contracting officer is

* ~
ta

the individual responsible for the procurement method and the resulting contract action.
Successful procurements are usually the result of good teamwork between the contr.acting _
ofﬁce a_nd thp requiring ?cti\_rity. T!ns close r.cl.a.no.nsm.? often begins v}/ncn co?“it}?.g. out 1s
selected as the course of action and prior to 1nitiating the procurement request. reopie
responsible for preparing the procurement request, especiaiiy the SOW, surveiliance pian and
cost estimate, are urged to contact the contracting office early on. All contracting offices

: P P

have available useful materieis and guidelines designed to help get the job done. The following
goes into more detail on specific paris of the procurement request.

4.3(b). Statement of Work. Perhaps the most critical component of the procurement

A e
JLO Sy &

ha saqe an a OW  The SOW muect:
1c 1<y

S P rtinn 1c the 0 mi
UIdIE COMuattl aLlivll 15 UiV O VY. 11U WU VY Liustk.

Py The SOW must avoid incorporating requirements which are not essential
VY IIIUOL B VVIW Lilvws pratas: 1) bty bt d - e
because these will result in unnecessary costs. An example would be
requiring unnecessary data or reports to be delivered.
ee  The SOW must be clearly worded. In the event of litigation, any
ambiguities could be construed against the Government.
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. Be performance orient

¢ The SOW should tell the contractor what is to be accomplished, without
dictating how the task is to be accom pl ished. Heavy reliance on mandatory
Dubllcanons. regulations, or specifications is restrictive and adds cost while
reducmg ﬂcxxbxhty and innovation.
. Be complete.

e¢  The SOW should be complete when submitted for contracting action. Once
the contracting officer decides on the appropriate procurement method and
solicits vendors to respond to the Government’s requirement, changes can
be accommodated, but they are administratively costly and time consuming.

ee  After contract award, SOW changes may not be feasible or must be
negotiated in a sole source environment and this limits the Government’s
ability to negotiate a fair and reasonable price.

. Avoid the requesting of personal services.

ammas lac el b A e o ~

manner of its dumlmsuauon, contractor personnel are subject to direct
erson: O .
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only in very limited circumstances and must be authorized by specific
statute. In the ordinary course of business, the contractor is expected to
manage and supervise its own employees.

When drafting tha SOW it ic imnartant tn kaan 1 ind that nennnacal avaliiatian criteria

YY Riwil wmulla LAY WINS VY 4 AL 1D Allly\ll LERliL VWV l\\v\iy A8 RLARALINM UILIGAG PIUWDN WwWVAILIUAWVII viilviia
(for competitively negotiated procurements) and the contract surveillance plan must be directly
related to the SOW requirements.

4.3(c). Contractor Selection. The proposal evaluation criteria should be tailored to

_____________________ L iy ai valll, )

the individual acquisition and include only those factors which will have an impact on th
selection decision. The criteria must be clearlv stated in the Request For Proposal (RFP) and
should be developed in coordination with the contracting office to ensure compliance with

applicable policy and procedures.

While lowest price is sometimes the deciding factor in contract award, usually the
Government selects the proposal offering the greatest or "best value” in terms of
performance and other factors. Price and past performance are evaluated as general
considerations along with the other established criteria. Again, evaluation factors should be
considered in coordination with the contracting office and decided upon prior to release of the
solicitation or RFP.



Contractor selection can range from a relatively simple bargaining process, in which
the techniques of discussion, persuasion, give-and-take are used, to a formal source selection
process in which a group is established to evaluate proposals and recommend the best qualified
offeror to the contracting officer or selecting official. After selection of the successful
offeror, a contract is awarded and performance begins soon after.

4.3(d). Contract Performance and Oversight. The surveillance plan is the tool by
which contractor performance is evaluated. The plan does not have to cover all of the
requirements of the SOW, but it should include all those that provide indications as to the
acceptability of the contractor’s performance. The complexity of the plan is tailored to the
individual SOW and can range from a simple check to insure that a report is received on time
to a surveillance procedure in which contractor performance of a specific requirement is
reviewed on a recurring basis throughout the performance period of the contract. Although
developed by the requiring activity, the plan is approved by the contracting officer and is used
for contract administration. Care should be taken to update the surveillance pian when the
SOW is changed.

The teamwork between the requiring activity and the comracting office does not stop
with the award of a contract and approvai of a surveiilance pian. The requiring activity must
appomt, and the comracung officer approve, an individual or team of individuais with
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completed a more subjective final evaluation is done and it serves as a tool to determine if the
Government got what it asked for, The COR has overall responsibility for contractor
evaluation report, but should seek input from the contracting officer and others with
significant involvement in the contract. The following guidelines are provided to assist in the
evaluation
o Did the Contractor meet the requirement(s)?
] How were the results of the contract used?
. How did the contractor perform?

When the deliverable of the service contract is a study, an analysis or a technical
report, copies of the final report should be submitted to the Defense Technical Information
Center. This requirement should also be included in the contract.
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Since 1983, DoD has impiemented the Federal Manager’s Financial Integrity Act (FMFIA)

rough the Internal Management Control (IMC) Program. The passage of the Chief Financiai
fficers (CFO) Act of 1990 has piaced an even greaier emphasis on internai controi
evaluation. Since annual management certification of t
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to a meaningful assessment of internal controls is more important than a rigid, formal
documentation of that assessment.
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APPENDIX A

GLOSSARY

CAAS Accountine Procedures. DoD accounting procedures to record and report CAAS
obligations and expenditures. DoD 7220.9-M contains specific guidance to be followed by
each DoD Component when recording and reporting CAAS obligations, expenditures, and
transactions.

CAAS Budget Exhibit. The source document from which total CAAS expenditures and
estimates are derived and reported by the Department of Defense to the Office of Management
and Budget (OMB) and the Congress. DoD 7110.1-M contains specific instructions for
completing the annual CAAS budget exhibit.

CAAS Exemptions. Specific kinds of services or activities exempted from the purview of this
Directive.

CAAS Qperating Plan. The document maintained at the requiring activity or a level of
organization specified by the DoD Component CAAS Director that identifies projected and
ongoing CAAS actions for a specified fiscal year.

CAAS Reporting Categories. Categories that group advisory and assistance services for
reporting CAAS contract actions in the annual CAAS budget exhibit and in the DoD
accounting system. CAAS reporting categories are:

amzed, analync assessments
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. Management and Professional Support Services. These services provide engineering or

2

chn 1cal support, assistance, advice, or training for the efficient and effective management and

n of DoD organizations, activities, or systems. They are normally closely related to
nsibilities and mission of the using organization. This category includes efforts

that support or contribute to improved organization or program management, logistics

management, project monitoring and reporting, data collccuon budgetmg, accounting,

auditing, and administrative and/or technical support for conferences and training programs.

3. Engineering and Technical Services. These services (for example, technical
representatives) take the form of advice, assistance, training, or hands-on training (that is,
direct assistance) necessary to maintain and operate fielded weapon systems, equipment, and
components (including softwarc when applicable) at design or required levels of effectiveness.
Engineering and technical services consist of:



i
components in the manufa r’s own plants

(c) Field service representatives, which are employees of a m

P A iz

an
equipment or components who provide a liaison or advisory service betwe
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and the military users of their company’s equipment or components.

VALY,

Contracted Advisory and Assistance Services (CAAS). Those services acquired by contract
from nongovernmental sources to support or improve organization policy development,
decision-making, management and administration, program and/or project management and
administration, or to improve the effectiveness of management processes or procedures.

Contracted Services. Services that directly engage the time and effort of a contractor to
perform an identifiable task rather than furnish an end item of supply. Includes separately
identified services delivered under a contract when the primary purpose is to provide supplies,
equipment, or hardware.

Contracting Action. Any written action obligating or de-obligating funds for procuring
services to meet DoD requirements, to include definitive contracts, purchase orders, job
orders, task orders, delivery orders, other orders against existing contracts, and contract
modifications, change orders or agreements, supplemental agreements, funding changes, option
exercises, and notices of termination or cancellation.

Inherentily Governmental Functions. This has the same meaning as Governmental functions in
Section 6.e. of OMB Circular A-76. That section provides as follows: A Governmentai
function is a function that is so intimately related to the public interest as to mandate
performance by Government employees. These functions include those activities that require
either the exercise of discretion in appiying Government authority or the use of vaiue

ents in making decisions for the Government. Government functions normally fall into
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2. Monetary transactions and entitlements, such as tax collection and revenue
disbursements; control of treasury accounts and money supply; and the administration of
public trusts. An inherently governmental function involves the determination of policy and
the direction and control of Federal employecs or, in some cases, of activities and property of
private citizens. Such functions do not normauy inciude functions that are pnmaruy
ministerial and internal in nature, such as ouucung security; mail opcranons, operation of
libraries and cafeterias; housekeeping; and the mainienance of the physical plant, vehicies,
other electrical or mechamcal equlpment Inherently govemmental functions do not encompass

functions considered "commercial,” as defined in OMB Circular No. A-76.

Darsiicing Andleléery Tha aeganieatd h 3 3
REGUINNE ACtivity. 1ne organization tnat identified the requirement for CAAS.



A DIMTATNTV D

AFFENUIA D
REFERENCES
Public Law 100-370 "CAAS Accounting Procedures” requires DoD to maintain an accounting

procedure to identify and control expenditures for CAAS.

OMB Circular No. A-120, " Guidelines for the Use of Advisory and Assistance Services,"
January 4, 1988, establishes policies and guidelines for the Executive Branch for determining,
controlling, and reporting advisory and assistance services.

OMB Circular A-123, "Internal Control Systems,” August 16, 1983, prescribes policies and
procedures for organizations to adequately establish, maintain, and report internal controls.
The internal control function within each DoD Component would use this document to ensure

o e A A 2

the integrity of CAAS. The fiscal management function, i.e., budget and accounting may use

inle Thic A
materials. This document would b

1d procedures for CAAS.
DoD Directive 3200.12, "DoD Scientific and Technical Information Program," February 25,

1983. establishes the missions and functions of the Defense Technical Information Center
(DTIC).

DoD 7220.9-M, "DoD Accounting Manual," October 1983, establishes policies and procedures
for DoD financial accounting systems. This manual is used by an organization’s fiscal
management function to ensure that proper accounting for CAAS support is accomplished.

DoD 7110.1M. "DoD Budget Guidance Manual," July 1990, provides general guidance on the
DoD budget process i.c., formulation and submission of budget estimates, administration of
the budget. The manual is used by an organization’s fiscal management function when
compiling the annual budget request.
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INHERENTLY GOVERNMENTAL FUNCTIONS

The following is an illustrative list of functions considered to be inherently
governmental functions:

1. The conduct of criminai investigations.

2. The controi of prosecutions an p erformance of jum(:la.l functions (other than
those relating to arbitration or other methods of alternative dispute resolution)

3. The command of mxhtary forces, especially the leadership of mlhtary personnel
ama e membaan AL 2o ~Anmmhne wvhat crinnaer nemhae o1y

R
Nno arc memocrs o1 Ui€ Comoat, Comoat Supplnt or combat service u'uPpcﬁ

4. The conduct of foreign relations and the determination of foreign policy.

S. The determination of agency policy, such as determining the substance and
annlication of reculations
SppasvSses e sopusasiets.

6. The determination of Federal program priorities or budget requests.

7. The direction and control of Federal employees.

8. The direction and control of intelligence and counter-intelligence operations.

9. The approval of Congressional testimony prepared for delivery by a Federal
official.

10. The approval of agency responses to Congressional correspondence.

11. The selection or nonselection of individuals for Federal Government empioyment.

12. The approval of position descriptions and performance standards for Federai
employees.

13. The determination of what Government property is to be disposed of and on
what terms.

i4. in Federai procurement aciiviiies;
(@ deiermining what property or services are 1o be acquired by the

® parucxpatm as a voting member on any boards or in any meetings regarding

rtar nronneale tn include final canreea celection:

~rntera
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15.

[y
=)

17.

18.

19.

20.

21.

22.

(c) approval of any contractual documents, to include documents defining
requirements, incentive plans, evaluation criteria;

(d) awarding contracts;

(¢) administering Federal contracts (including the ordering of changes in
contract performance or contract quantities, evaluating contractor
performance, and accepting or rejecting contractor products or services);

(f) terminating contracts; and

(g) determining whether contract costs are reasonable, allocable, and allowable.

The approval of agency responses to audit reports from an inspector general, the

Ge
General Accounting Office, or other Federal audit entity.

The conduct of administrative hearings to determine the eligibility of any person
for a security clearance, or involving actions that affect matters of personal
reputation or basic eligibility to participate in Government programs.

The approval of Federal licensing actions and inspections.

The determination of budget policy, guidance, and strategy.

The collection, control, and disbursement of fees, royalties, duties, fines, taxes
and other public funds.

Control of the money supply.

Administration of public trusts.



The following illustrative list is of services “d actions that are not considered to be
Governmentai functions. However, they may approach being in ¢ of th
way in whxch thc contractor pcrfoxms thc contr ct r the manner in which the Government

~L oL _

be fully aware of the terms o

administration. This is to ensure that appropriate agency control and accountability is
preserved and to avoid the perception that the agency is improperly contracting for inherently
governmental functions.
This is an illustrative listing, and is not intended to promote or discourage the use of
A AR A 4 ALAANBUOWLGALA VW AATbAl: 9 SAsANS AV i A dd rlvlh'v“v Ad - e 1)
the following types of contractor services:
1 Services that involve or relate to budget preparation, including workload

; es that ir
modeling, fact finding, efficiency studies, and should-cost analyses, etc.

2. Services that involve or relate to reorganization and planning activities.

3. Services that involve or relate to analyses, feasibility studies, and strategy
options to be used by agency personnel in developing policy.

4. Services that involve or relate to the development of regulations.

5. Services that involve or relate to the evaluation of another contractor’s
performance.

6. Services in support of strategic acquisition planning.

7 Contractors’ provmmg assistance in contract management (such as where the
contractor might influence official evaluations of other contractors).

8 Contractors’ providing technical evaluation of contract proposals.

9 Contractors’ providing specialized expertise in the development of statements of
work

10. Contractors’ providing support in preparing responses to Freedom of
Yo £rnameen - annacte

11. Contractors’ working in any situation that permits or might permu them to gain
access to confidential business ir -nrmanon and/or any other sensitive information
(other than situations covered by the Defe se Industrial Security Program
described in FAR 4.402(b))



12.

13.

14.
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19.

Contractors’ providing information regarding agency policies or regulations, such-
as attending conferences on behalf of an agency, conducting community relations
campaigns, or conducting agency training courses.

Contractors’ participation in any situation where it might be assumed that the
contractors are agency employees or representatives.

Contractors’ participating as nonvoting members of, or technical advisors to, a
source selection board or source selection evaluation board.

Contractors’ serving as arbitrators or as other persons hired to provide
alternative methods of dispute resolution.

Contractors’ construction of buildings or structures intended to be secure from

electronic eavesdropping or other penctration by foreign governments.

NAmemnntmme? wmaneetdieme tnomant: ne camerinan
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Contractors’ nroviding legal advice and internretatisns of reculations and statites
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to Government officials.

Contractors’ providing special non-law enforcement, ¢
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