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Methodology

The Department of the Navy (DoN) methodology used existing data repositories and databases including the Federal Procurement Data System - Next Generation (FPDS-NG), the Standard Procurement System (SPS) and various other DoN Contract Writing Systems (CWS), to electronically capture services contract information and then use this information to populate the datafields in the inventory report. Step-by-step procedures were developed to pull the Section 807 required data from the existing repositories.
Based on the Section 807 requirements, the following assumptions were made:

Contracts that were coded under Product Service Code (PSC) “W” (Lease or Rental of Equipment), PSC “X” (Lease or Rental of Buildings) or PSC “Y” (Construction) were excluded.  These contracts were not considered a service per the Federal Acquisition Regulation (FAR) Subpart 37.1 – Service Contracts – General, 37.101 Definition for Service Contracts:  “Service Contract” means a contract that directly engages the time and effort of a contractor whose primary purpose is to perform an identifiable task rather than to furnish an end item of supply.
Personal Services Contracts not authorized by the Defense Federal Acquisition Regulation (DFARS) are not awarded by Navy Contracting Officers.  Contracts on the inventory report will be reviewed to determine whether the contract pursuant to which the activity was performed was a personal services contract.
Developing Weighted Average Labor Rates 
The DoN does not maintain a system that collects and maintain contractor labor data.  The most accurate way to determine full-time equivalents (FTEs) on contracts was to obtain a statistical sample of contract labor rates from Naval buying commands and the actual contracts stored in the Electronic Data Access (EDA) repository.  In order to obtain this statistical sample of contract labor rates, a report was pulled from FPDS-NG to capture all reported contracts that met the Section 807 criteria, FY08 contracts coded in FPDS-NG as “service-type” contracts valued at greater than $100,000.  The report captured 21,749 contract actions which included contracts, task orders and modifications.  
A total of 17 FSC “buckets” representing the majority of the FSC codes in the report was then established.  The FSC codes were sorted into these 17 buckets based on similarities in FSC descriptions and functions (see Table 1 below).
Table 1
	FSC Bucket
	Number of Contract Actions

	Maintenance and Repair
	5960

	Engineering and Technical
	2150

	Research and Development
	1811

	Other Defense
	1733

	Automated Data Processing
	1358

	Facilities and Operations Support 
	1338

	Program Management
	1160

	Professional Services
	1151

	Architecture and Engineering
	1021

	Other Medical
	1011

	Other Education and Training
	804

	Logistics Support
	748

	Non-Nuclear Ship Repair
	565

	Systems Engineering
	400

	Travel and Shipping
	204

	Technical Representative
	202

	HAZMAT
	133


A random sampling methodology was developed to sample the contracts in each of the 17 buckets:

1. Using Microsoft Excel, the contracts were randomized in each of the 17 “bucket” lists
a. Inserted column and assigned each contract a number

b. Inserted a second column and assigned each column a random number using the Excel “=RAND()” function

c. Used the Excel “Sort” feature to sort by the random number column

2. Beginning at the top of the randomized bucket list, examined each contract in EDA, recording appropriate labor rates.

In order to determine the reliability of the weighted average labor rates that were obtained using random samples, a 90% confidence interval was developed for each bucket.  The confidence interval allows for the assertion that there is a 90% chance that the actual mean of the population (in this case, bucket) actually fell within the determined interval.
Claimant Data Collection and Sorting – Creating the Section 807 Inventory Report
Naval Claimants were tasked with gathering the required Section 807 data using a step by step process that pulled information from existing data repositories and databases.  In order to capture detailed data, data was collected at the Contract Line Item Number (CLIN) level.  This enabled for the pulling of funding appropriation and more in-depth CLIN description data.  CLINs that were identified as travel, material or Other Direct Costs (ODCs) were removed and not included in the FTE calculations.  When Line Item data was unavailable in SPS, values from FPDS-NG reports were substituted instead.

Upon receipt of all reports, DASN (ALM) combined all data into a single master list then separated all CLINs by FSC “bucket”.  Full-time equivalents for each CLIN were then calculated using the arithmetic weighted average labor rates developed for each FSC bucket.

Calculating the Full-Time Equivalents
Contract values within each of the FSC buckets were divided by the corresponding arithmetic weighted average labor rate (average of all collected weighted average labor rates in each bucket) to obtain the number of labor hours on a contract.  The result was then divided by the number of labor hours (2087 – annual labor hours per work year) to obtain the number of FTEs per Contract Line Item (listed on each line of the inventory report).
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