Independent Government Cost Estimate (IGCE):

  a.  IGCE Defined:  The Government’s estimate of what it will cost for an offeror to provide the goods and services prescribed by the Request for Proposal.  An IGCE is not an estimate of the costs for Government personnel to perform these services.


  b.  An IGCE is important because:



1)  It is a budgeting tool – it provides an estimate for the amount of the funding document (purchase request).



2)  It gives the Government its dollar objective for price negotiations.

  c.  The Contracting Officer does not participate in the development of the IGCE, except in an advisory capacity.  However, the Contracting Officer is responsible for negotiating a reasonable contract price.  Therefore, the Contracting Officer must ensure that the IGCE is adequate for evaluating the offeror’s price and the cost elements comprising that price.

  d.  A sample IGCE (prepared in the Excel format) is located in Appendix P of this Manual.  The Lead Agent Contracting Division staff will e-mail sample IGCE Excel files to CORs upon request.


  e.  IGCE elements for resource support health care providers and ancillary personnel include:  



1)  Hourly wage.  The hourly wage should be based on primarily on a telephonic salary survey conducted of similar positions at hospitals, clinics, or doctor’s offices in the surrounding civilian community.  As a supplement (not substitute) to the telephonic salary survey, the salary for a comparable GS civil service position (specify grade and step) may be used.  When calling to request the salary survey information, the COR should specify about how many years experience they are looking for; for example, “What is the range of salaries you are paying to a family practice clinical RN with 3 to 5 years experience?”



2)  Salary surveys can also contain data from the Internet; three good websites that can be used are:




a)  U. S. Department of Labor, Bureau of Labor Statistics, http:www.blsgov/oes/oessrch2.htm




b)  www.jobstar.org.tools/salary



c)  www.salary.com

  f.  On-call wages.  If the SOW requires a certain number of hours per month when a physician must be on-call (i.e., must be available by phone), a separate salary survey will be required to determine the average hourly on-call rate for that specific physician specialty within the MTF’s local civilian community.  Physician’s on-call rates are normally much lower than their regular hourly rates.  On-call rates should be shown on a separate line item in the IGCE.


  g.  Regular hours.  To calculate salary for a full time position, use 2,088 hours per year (2,096 for leap year).  When using 2,088 hours for the base of a full time position (2,096 hours for leap year) it is considered to include 120 hours for paid time off  and 80 hours for paid Federal Holidays (see paragraph 12-B-3.d).


  h.  Backfill hours.  If backfill personnel are required when primary personnel are on approved leave or sick leave, additional hours must be included in the IGCE for the backfill requirement.


  i.  Federal Holidays.  If employees are required to work on Federal Holidays and not given a compensatory day off, additional hours must be included in the IGCE to compensate for holiday hours worked.


  j.  Overtime hours.  If overtime will be required, the total estimated hours to be worked should be included as a separate line item in the SOW for all positions except physicians or physician-equivalents.  Overtime must be calculated at time and one-half of the regular pay rate.


  k.  Fringe benefits commonly include FICA, Medicare, Federal Unemployment Tax (FUTA), State Unemployment Tax (SUTA), Workers Compensation, health insurance, and life insurance.  FICA and Medicare currently (for calendar year 2003) total 7.65% of total wages withheld up to a maximum of $87,000.00 in total wages.  If you are preparing a IGCE in 2004 or later, contact your MTF’s Lead Agency Contract Administrator for the current FICA rate.  FUTA is currently .8% (.008) of the first $7,000.00 in wages.  SUTA and worker compensation rates vary based on job category and the employer from State to State.  Therefore, when preparing IGCEs, contact your State workers department/bureau to obtain the most current rates for your state. Local health insurance companies can provide estimates for health insurance costs.  For pension calculations, use the maximum of $2,000.00 that can be withheld for an IRA.  The current Resource Sharing/Resource Support subcontractor provides health insurance and pension benefits to employees who have one year or more tenure with their company.


  l.  Other direct costs that should be included in an IGCE include:



1)  Malpractice insurance for physicians, physician assistants, nurse practitioners, and physical therapists.   Information on malpractice rates can be obtained by contacting several companies licensed to sell malpractice in the state where the MTF is located.  When preparing the IGCE, enter the average rate for the cost of malpractice insurance for the companies contacted.  The Internet is a good source of locating companies that sell malpractice insurance in the state where the MTF is located.



2)  Continuing Medical Education cost should be included in the IGCE as a direct cost for professional-level positions (physicians, physician assistants, nurse practitioners, Registered Nurses, physical therapists, pharmacists, etc.).

  m.  Overhead and General Administration (G & A) Expenses should also be included in the IGCE.  This normally consist of the contractor’s general “cost of doing business” (corporate personnel, salaries, rent, utilities, insurance, taxes, etc).  A suggested method to determine G & A is to add the costs for wages,  and fringe benefits, and other direct expenses and then calculate 15% of that total.  


  n.  Profit.   The Contracting Division at TRICARE Central Region has prepared the Application of Weighted Guidelines form, required by the Department of Defense Federal Acquisition Regulation (DFAR) Supplement to calculate reasonable profit for the contractor.  Both prime contractor and subcontractor may claim profit commensurate with their management risk and cost risk.  It is the opinion of the Contracting Division that 13% of the total cost for wages, fringe benefits, other direct expenses and G & A represents a reasonable combined profit for the prime contractor, TriWest Healthcare Alliance, and the first-tier resource support subcontractor, Spectrum Healthcare Resources.
  o.  Follow-on requirements (renewals). Cost of living/merit increases.  The COR should perform the same local market area salary surveys for follow-on requirements as for new requirements.  The ACO has negotiated with the Managed Care Support Contractor an average yearly merit increase of 3% for all resource support employees who have been with the contractor one year or more.  However, the COR should perform a new salary survey, rather than just add 3% to the previous year’s salary, to ascertain if any changes have occurred in the salary market for the geographic area.  
  p.  Narrative information supporting IGCEs.  In addition to the spreadsheets which present the various expense elements of an IGCE (wages, fringe benefits, other direct expenses, G & A, and profit, etc.) supplemental information should be presented to explain how the cost elements of the IGCE were derived.  For example, “The hourly wages estimate is a composite average taken from surveying three (3) local hospitals:  Memorial, Penrose and St Mary’s.”  The narrative may be written on the IGCE spreadsheet (as shown in Appendix P) or in a separate document.  

