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MEMORANDUM FOR DISTRIBUTION
From: Chairman, Total Ownership Cost Goal Management Board

Subj: ESTIMATING MANPOWER IN TOTAL OWNERSHIP COST (TOC)
BASELINES AND INITIATIVES

Ref: (a) ASN(RDA) Memorandum of 19 Aug 1997
Encl: (1) Methods For Estimating The Cost Of Manpower

(2) Mapping Of COMET Direct and Variable Indirect
Personnel Costs to TOC Element Structure

1. This memo provides guidance on estimating manpower costs to
establish TOC baselines and for cost analysis done to support TOC
reduction initiatives. Reference (a) directs the use of Cost Of
Manpower Estimating Tool (COMET) for intra-Navy analytical
purpcses, such as Analyses of Alternatives and manpower/hardware
tradeoffs. Enclosure (1) provides guidelines for estimating
manpower costs and the use of COMET for establishing TOC
baselines and evaluating initiatives.

2. These policies will remain in effect until cancelled or
superseded by separate correspondence. As a matter of
convenience, these policies will be posted on the TOC Web site
(http://www.navsea.navy.mil/sea0l7/toc.htm). Questions regarding

this correspondence should be directed to NS S:2
0171, 602-1308, x1l66.

3. This memorandum does not apply to the systems under the
responsibility of the Director, Naval Nuclear Propulsion Program
(SEA 08).
M lam bum{nﬁ‘a
P. M. TAMBURRI JR
Distribution:

SEA (02, 02B, 03, 03B, 04, 04B)

SEA (91, 91B, 92, 92B, 92C)

PEO CV, PMS312, PMS378

PEO EXW, PMS317, PMS325, PMS373, PMS377

PEO SUB, PMS350, PMS401, PMS425, PMS450

PEO DD21, PMS500

PEO TAD/SC, PMS410, PMS422, PMS451, PMS452, PMS456, PMS465,
PMS467

PEO MIW, PMS210, PMS303, PMS407

PEO USwW, PMS403, PMS404, PMS411, PMS415, PMS427, PMS428, ASTO



Subj : ESTI MATI NG MANPOVNER | N TOTAL OMNERSHI P COST ( TCC)
BASELI NES AND | NI TI ATl VES

Copy to:
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METHODS FOR ESTI MATI NG THE COST OF MANPOWER

1. The selection of the nethod to be used depends largely on two
factors: (a) the purpose of the estimate, and (b) the anount
of details available concerning crew conposition.

2. Several nethods are available for estimating the cost of Navy
manpower :

a. Standard Progranmm ng Rate. The Standard Progranm ng Rate uses
one overall average for officers and one for enlisted personnel,
and is used primarily for Planning, Programm ng and Budgeting
System (PPBS) purposes. It covers all itens funded by MPN, such
as pay and al |l owances, special pay, Permanent Change of Station
(PCS), Governnent contribution to FICA and retirenment accrual

It excludes Navy itens funded in appropriations other than MPN

as well as itens funded outside the Navy, such as TRI CARE or G
Bill benefits. No indirect personnel costs, such as training, are
i ncl uded.

b. NAVCOWT Conposite Standard MIlitary Rates. These rates are
extracted fromthe sane data as the Standard Programm ng Rate,
but provide nore detail. The NAVCOWT Conposite Standard Mlitary
Rat es provi de averages by paygrade for officer and enlisted
personnel and are used for budgeting, for recovering costs from
non- Def ense agenci es, and for cost estimating when little detail
is avail abl e about crew conposition. As with the Standard
Programm ng Rate, these rates cover all itens funded by MPN, and
only MPN, including pay and all owances, special pay, PCS
Government share of FICA and retirenent accrual. No indirect
personnel costs are included.

c. VAMOSC. VAMOSC contains actual return cost data for individual
shi ps, aircraft squadrons and maj or subsystens. For this reason,
no indirect personnel costs are included in either VAMOSC Shi ps
or VAMOSC Air. VAMOSC is often used for estimating costs by

anal ogy to an existing platformor system Wereas the Standard
Programm ng Rates and t he NAVCOWPT Conposite Standard Mlitary
Rates reflect the conposition of all officers and enlisted
personnel in the Navy, VAMOSC personnel costs reflect the actual
conposition of that particular ship or aircraft squadron, and the
actual anount of tinme that each crew nenber was aboard during

t hat year.

(1) VAMOSC(S) Ships. VAMOSC Ships covers at an aggregate

| evel those personnel cost itens reported through the

Def ense Joint Mlitary Pay System (DIMS); it does not report
personnel cost by paygrade or by overall average for officer
and enlisted. VAMOSC Ships includes primarily those itens
reflected in the mlitary person's paycheck, i.e., pay and
al l omances. VAMOSC Shi ps excl udes retirenment pay accrual,
PCS and itens (MPN Line 6 itens that anmount to about 0.5% of




the total) not funded by the Navy. However, it does include
Government FI CA contributions. PCS is included in the VAMOSC
shi pboard system data base, but is not shown as a personnel
cost, as it is in the other cost estimating databases.
VAMOSC Shi ps personnel costs do not include all itenms funded
by MPN and do not cover anything funded by non- MPN
appropriations.

(2) VAMOSC(A) Air. Personnel costs contained in VAMOSC A r
are not those costs reported through DIMS. Rather, they are
based on NAVCOWT Conposite rates and actual manning | evels
for aircraft squadrons. Therefore, retirenent accrual and

FI CA contribution are already included in the costs, and
unl i ke VAMOSC Shi ps, VAMOSC Air includes PCS as a personnel
cost. As with VAMOSC Shi ps, VAMOSC Air does not report
personnel cost by paygrade or by overall average for officer
and enli st ed.

d. Cost of Manpower Estimating Tool (COVET). The COMVET

dat abase/ nodel provides "granularity”™ of personnel costs (both
direct and variable indirect) by pay grade by officer comunity
and enlisted specialty. This "granularity"” is achieved by the
nodel user who has the option of selecting (or desel ecting) cost
options in many of the nodel's costing elenents. The purpose of
t he manpower estinmate and the forumin which it is used wll
determne if all costs or only Navy cost are to be presented.
The degree of know edge known about the actual or projected
manning mx will determ ne the value of a granular versus an
aggregat e approach to personnel costs.

(1) Regarding Navy direct personnel costs, COVET accounts
for all itens funded by MPN, such as pay, all owances,
speci al pays, bonuses, retirenent accrual, FICA
contribution, and PCS. COVET al so captures "Q her Non-
Navy" direct costs associated with Navy G Bil
contributions to the Veteran's Admnistration (VA) to fund
t he program

(2) COMET al so includes Navy variable indirect personnel
costs that are funded through a mx of MPN and O&W,
specifically capturing those costs associated wth:

(a) recruiting;

(b) training (recruit and initial skill training
only);

(c) locating (individual's account; only associ at ed
with the arrival of the nenber up to the first
permanent duty station); and,

(d) supporting (base operational support, medical and
adm ni strative).



(3) COMET is the only nodel /dat abase avail able to the Navy
for estimating conprehensive costs of Governnent civilian
enpl oyees. \Whereas the Civil Service pay schedul es issued by
the Ofice of Personnel Managenent contain only direct pay,
COMVET includes retirenment benefits, nmedical and insurance
benefits.

(4) "Cost of A Sailor"™ (COAS) is a recently conpleted effort
by NCCA that devel oped the nethodol ogy for estimating the
vari abl e i ndirect personnel costs that are included in
COMET. These COAS Cost Estimating Rel ationships (CERs) for
these variable indirect costs are established in the nodel
as the DEFAULT settings.

Quidelines for the Use of COVET as A TOC Tool

COMET does not provide the user with a conplete TOC tool for
manpower. The indirect costs estinmated by COVET do not provide
conpl ete cost estimates of essentially fixed Navy infrastructure,
such as training facilities, hospitals and fam |y housing; they
provi de variable indirect personnel costs (MPN and O&%WN)
associated with [imted infrastructure categories that changed
over time as the size and conposition of Navy end strength either
i ncreased or decreased. It is therefore essential for the user
of the nodel to accept the basic prem se that as a usefu

manpower tool, the consequence of the cost estimate contenpl ated
has to either result in an increase (new Sailors recruited into
the Navy) or decrease (Sailors separated fromthe Navy) to Navy
end strength. If Navy end strength is not changed by the
particul ar cost estimate contenplated, then the COMVET vari abl e
indirect costs can not be included in that estinmate.

Note: The Standard Programm ng Rate, NAVCOWT Conposite Standard
MIlitary Rates and DEFAULT settings for the direct MPN costs from
COMVET i ncl ude speci al pays, such as flight pay and subnmari ne pay,
that are averaged across the applicable (enlisted or officer)
popul ati on of the Navy. Were the anal ysis demands and the
necessary detail exists, the user should reset the DEFAULT
options for special pays. For exanple, if the analysis deals
with a ship’s crew, Aviation Career Incentive Pay should not be
included, or, if the analysis deals with a surface ship,
Submarine Duty Pay should not be included. O her DEFAULT
settings for cost elenents such as housing all owances, bonuses
and PCS costs may al so be deselected or "typed in" depending on
the "granularity"” that is known and sought. User's should
consult the COVET Operation Manual before desel ecting those
settings to ensure such an action neets with the intention of
their particular cost estinmate.



The variable indirect personnel costs of COVET are set to the
COAS DEFAULT settings. Users should consult the COMVET Operations
Manual s before desel ecting those settings to ensure such an
action neets wwth the intention of their particul ar cost

esti mat e.

Specific Guidelines for TOC Basel i nes:

Det erm ning TOC baselines wll be based on the follow ng

assunption: In regards to Navy end strength, the need exists for
m ssi on personnel associated with a systemonly when the system
is in the Navy’'s inventory. In other wrds, when a systementers

service, the need for billets to man the systemis created; when
a system | eaves service, the need for the billet is gone, and
they will be disestablished. Therefore, TOC baselines should

i ncl ude both direct and variable indirect costs for m ssion
personnel. For ships, the year of delivery is normally the start
year for including the cost of m ssion personnel in a TOC
baseline. For nore accuracy, the ship's Crew Scheduling and
Phasi ng Pl an shoul d be used.

1. Direct MPN costs should be included in TOC El enent 3.1
M ssion Personnel. |In establishing TOC baselines, estimtes
of direct MPN should be devel oped using official Ship Manning
Docunments (SMDs), Prelimnary SMDs (PSMDs), Manpower Estinate
Reports (MERs) or Navy Training Plans (NTPs). Billets
Aut horized (BA) is generally less than the total included the
SMD; BA is the active duty manning | evel that resource
sponsors are willing to fund. In wartine, the ships crew would
be filled to the SVMD | evel using reserve personnel. |If
desired, the PMcan determ ne what portion of the manpower is
attributable to Naval Reserves and apply the appropriate
factor for reserve costs. Initially actual costs as reported
in VAMOSC(S) should be used to estimte cost per nan rates, if
possi ble. The costs from VAMOSC shoul d be augnented! to
account for non-Navy costs and those portions of MPN costs,
such as retirenent pay accrual, that VAMOSC(S) does not
report. Wiere VAMOSC(S) does not provide the information
needed and detail ed breakdowns of crew ratings are not
avai | abl e, Standard Programm ng Rate and NAVCOVWPT Conposite
Standard Mlitary Rates can be used as alternatives. As a
| ast approach, detailed rating information in COVET can be
used to establish direct MPN costs; however, the user should

! currently VAMOSC(S) costs needs to be augnented with the follow ng:
Retirement Pay Accrual: FY 97 32.6% of MPN
FY 98 30.4%
FY 99 30. 1%
FY 00 29.8%
FY 01 29.5%
[alternative: use value of ac_rp variable from COVET]
PCS: $2,807/of ficer; $1,301/enlisted (DFAS-CL of 9 Cct 1997) [or use
val ue of ac_pcs variable from COVET

M scel | aneous MPN. use val ue of ac_m sc variable from COVET



exam ne the DEFAULT settings, such as special pays, for
appropri ateness and adj ust as needed.

2. Variable indirect personnel costs should be included in TOC
Elenent 3.7. |If detailed estinmates or actuals of these costs
exi st, they should be used to establish TOC baselines as the
preferred nmethod. Lacking detailed estimates or actuals,
applicable variable indirect costs estimted by COVET shoul d
be used. See enclosure (2) for a detailed mapping of the
vari abl e indirect cost estinmated by COVET to the TOC El enent
Structure. The preferred settings would be those that capture
val ues based on the Cost O A Sailor (COAS) study. If direct
MPN i s established using information from VAMOSC(S) or
standard rates, first choice should be to use the variable
indirect cost estimated for conposite standard rates. |If
detailed enlisted rating/ paygrade and officer comrunity
breakdown of the crewis available, this information should be
used to tailor the estimated variable indirect costs to better
match the crew. Al so, non-Navy indirect costs should be
i ncl uded as was done for direct costs.

Specific Guidelines for Cost Anal yses perforned for TOC Reduction
Initiatives:

1. Direct MPN costs should be included in TOC El enent 3.1

M ssion Personnel. In analyzing TOC initiatives, estimtes of
direct MPN should initially be devel oped with average pay
rates assunmed in the TOC baseline. |[|f these are based on

actuals from VAMOSC(S), the anal yst should ensure that
portions of MPN costs, such as retirenment pay accrual (that
VAMOSC(S) does not report) are included. Were the initiative
woul d result in changes to the rating and paygrade structure
of the crew, detailed rating information in COVET shoul d be
used to estimate direct MPN costs; however, the user should
exam ne the DEFAULT settings, such as for special pays, for
appropri ateness and adj ust as needed.

2. Include variable indirect personnel costs in analyses only if
the need for an entire sailor is created or elimnated.
Sailors fulfill multiple functions onboard a ship. If an
initiative that frees up a man-year of effort does not result
in crew leaving a ship and the Navy end strength, the Navy
will not see a TOC reduction. The cost avoidance in this case
can only be cited as a benefit. Simlarly, if an initiative
results in noving a crew nenber fromship to shore, the Navy
will not see a TOC reducti on.

3. Applicable variable indirect personnel costs should be
included in TOC Elenent 3.7. Unless the initiative would



result in a change to the rating and paygrade structure of the
crew, the sanme approach used to estimate variable indirect
costs in the baseline should be used in any anal ysis of an
initiative. Wiere the initiative would result in changes to
the rating and paygrade structure of the crew, this detailed
rating information should be entered into COVET to tailor the
estimated variable indirect costs to a specific initiative.

Have Questions?If you have question regardi ng estimating manpower
costs, contact:

XXXXXXOKKKHKKXXXX
SEA 0171

(703) 602-1308 ext. 166

emai |1 XOOOXXXXXXXXKKNKIOKKKIXIXIXXXK

The COVET nodel is maintained by the Naval Center for Cost

Anal ysis (NCCA). The NCCA world wide web site, URL
http://ww. ncca. navy. m | /conet/index. htm contain much
information on the theory behind and use of the COVET Model . If
you have questions regarding the operation of the COVET nodel or
its application to your specific analysis, contact:

), 9,9,.0,.0,0.0.0.9.0,0,0,¢,0.¢

Naval Center for Cost Analysis (NCCA-412)
(703) 604-0289

emai | ;XXX K

Be aware of:

I n accordance with policies of the Assistant Secretary of the
Navy, Research, Devel opnent and Acquisition, and the Chairnman,
OSD Cost Anal ysis | nprovenent G oup, the variable indirect
personnel costs contained in COVET are to be used only for intra-
Navy studi es and anal yses such as AoAs, not for anal yses prepared
for use outside the Navy. Since the other Services do not include
vari able indirect personnel costs in their estimates, the Navy
woul d be unfairly di sadvantaged by havi ng anal yses based on

hi gher personnel costs conpared to anal yses based on direct costs
only. PMs need to be able to identify and segregate vari abl e
indirect costs in TOC baselines so that these differences can be
clearly delineated and expl ained. This guidance directs the

i nclusion of these variable indirect costs in TOCES 3.7 to
permt this segregation.



Mappi ng O COVET Direct and Variable Indirect Personnel
Costs to TOC El enent Structure

Tabl e Expl anati ons

The listing of COVET direct and variable indirect personnel
cost elenents below are all the DEFAULT and possi bl e user
sel ected cost elenents included in the nodel.

The COVET nodel is pre-progranmed to operate in the DEFAULT
direct and variable indirect personnel cost node. |If the
user operates in the DEFAULT node for both direct and

vari abl e i ndi rect personnel costs, then the BOLDED el enents
|isted below are applicable to the user's cost estinmate.

The COVET nodel does allow the user to desel ect the DEFAULT
settings on nost direct and variable indirect cost options
and program anot her cost of the user's choosing (either
cash anmount (VHA), percentage of bonus, full anount of
speci al pay, etc.).

User's should consult the COVET Operations Manual to better
acquai nt thenselves with the other user cost estimation
alternatives the nodel offers, before deselecting the
DEFAULT setti ng.

Note: The COVET nodel "printout"” (as do the Tabl es
attached) currently gives the user a line-by-line item zed
identification of every cost elenent available to the user
in each cost category. Ensure that value ultimtely

sel ected by the user in the nodel is correctly identified
in the "printout” or the attached Tabl es for cost
estimation purposes. Wirking outside the nodel, w thout
identifying the correct cost elenment within a specific cost
category, defeats the purpose of using the nodel and wll
lead to incorrect cost estimations via nmultiple counting
errors.

1 ENCLOSURE ( 2)



Mappi ng O COVET Direct and Variable Indirect Personnel
Costs to TOC El enent Structure

Enlisted Manpower

Direct Cost Elements
MPN Military Compensation
Basic Pay (BP)

Basic Allowance For Quarters

(BAQ)

Variable Housing Allowance
(VHA)

Basic Allowance For
Subsistence (BAS)
MPN Enlistment Bonus

MPN Reenlistment Bonus

MPN PCS Costs *
Accession Move *
Training Move *

MPN Separation Costs

MPN Retired Pay Accrual
MPN Special Pays
Enlisted Flight Pay

Hazardous Duty Incentive Pay

(HDIP)
Diving Duty Pay

Imminent Danger/Hostile Fire

Pay
Submarine Duty Pay

Foreign Language Proficiency

Pay (FLPP)

Special Duty Assignment Pay

(SDAP)

Foreign Duty/Certain Places
Pay

Career Sea Pay (CSP)

Family Separation Allowance

(FSA)

Overseas Housing Allowance

(OHA)
MPN Other Benefits

COMET Cost Element

ac_mc
ac_bp
ac_baqgl

ac_bag2
ac_vhal

user_VHA
ac_bas

am_ac_eb
ac_eb
mc_eb
am_mc_eb
user_EB
ac_srb
ac_pcs
ac_amov
ac_tmov
ac_rots
ac_op
user_PCS
ac_sep
ac_sev
ac_leav
ac_smov
ac_rp
ac_sp
ac_flt
ac_haz

ac_dive
ac_hfire

ac_sub
ac_lang

ac_sduty
ac_fduty

ac_sea
ac_fsa

ac_os

user_SP
ac_ob

TOC ES
MAPPING
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Clothing Allowances

Federal Insurance Contribution

Act (FICA)
Miscellaneous *
Enlisted Manpower (Con'’t)

Direct Cost Elements

MGIB (Non-Navy MPN Cost) Gl
Bill *

*

Grade Inventories *

* Costs not reported in
VAMOSC(S)

Total Variable Indirect Cost Elements

Variable Indirect Cost
MPN Recruiting Costs

MPN Training

MPN Medical Support

MPN Individual's Account
MPN Base Support

MPN Administrative Activities
MPN Total

OMN Recruiting

OMN Training

OMN Medical Support
OMN Individual's Account

ac_cloth
ac_fica

ac_misc

COMET Cost Element
am_gib

ac_gib

grade_inv

COMET Cost Element
coas_rec_nav_mpn
ac_rec_rate_mpn
am_rec_rate_mpn
coas_rec_rate_mpn
user_REC_mpn
coas_trng_rate_mpn
ac_trngl_mpn
ac_trng2_mpn
am_tot_trng_mpn
coas_trng_nav_mpn
user_TRNG_mpn
coas_med_mpn
coas_indvacct_mpn
coas_base_mpn
coas_admin_mpn

coas_rec_nav_omn
ac_rec_rate_omn
am_rec_rate_omn
coas_rec_rate_omn
user_ REC_omn
coas_trng_rate_omn
ac_trngl_omn
ac_trng2_omn
am_tot_trng_omn
coas_trng_nav_omn
user_ TRNG_omn
coas_med_omn
coas_indvacct_omn
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OMN Base Support coas_base_omn 3.7.2.3
OMN Administrative Activities coas_admin_omn 3.7.6.2
OMN Total
Enlisted Manpower (Con'’t)
TOCES
Variable Indirect Cost COMET Cost Element MAPPING
DoD Health Care (Non-Navy
OMN Cost)
Direct Care ac_dc 3.7.6
CHAMPUS ac_champ 3.7.6
Retiree CHAMPUS ac_retchamp 3.7.6
Member And Dependent ac_dental 3.7.6
Dental

Note: None of TOC WBS Elements 3.7 (Indirect/Infrastructure) are collected by
VAMOSC(S)

4 ENCLOSURE ( 2)



Officer Manpower

Direct Cost Element

MPN Military Compensation
Basic Pay (BP)
Basic Allowance For Quarters

(BAQ)

Variable Housing Allowance
(VHA)

Basic Allowance For
Subsistence (BAS)
MPN PCS Costs *
Accession Move *
Training Move *

MPN Separation Costs

MPN Retired Pay Accrual *
MPN Special Pays
Aviation Career Incentive Pay
(ACIP)
Hazardous Duty Incentive Pay
(HDIP)
Diving Duty Pay
Imminent Danger/Hostile Fire
Pay
Submarine Duty Pay
Foreign Language Proficiency
Pay (FLPP)
Special Duty Assignment pay
(SDAP)
Foreign Duty/Certain Places
Pay
Career Sea Pay (CSP)
Family Separation Allowance
(FSA)
Overseas Housing Allowance
(OHA)

MPN Incentive Pays
Aviation Continuation Pay

COMET Default

Terminology
ac_mc
ac_bp

ac_baqgl

ac_bag2
ac_vhal

user_VHA
ac_bas

ac_pcs
ac_amov
ac_tmov
ac_rots
ac_op
user_ PCS
ac_sep
ac_sev
ac_leav
ac_smov
ac_rp
ac_sp
ac_flt

ac_haz

ac_dive
ac_hfire

ac_sub
ac_lang

ac_sduty
ac_fduty

ac_sea
ac_fsa

ac_os

ac_av
ac_nuc
ac_awc
ac_medsrv
ac_medcrt
user_SP

inc_av

TOC ES
MAPPING
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(ACP)

Officer Manpower (Con'’t)

Direct Cost Element

MPN Other Benefits
Clothing Allowances

Federal Insurance Contribution

Act (FICA)

Miscellaneous *
MGIB (Non-Navy MPN Cost) *
Grade Inventories

* Costs are not reported in
VAMOSC

inc_nuc
“inc_med
inc_mmed

COMET Default
Terminology
inc_certrn
user_INCENT
ac_ob
ac_cloth
ac_fica

ac_misc

grade_inv

Total Variable Indirect Cost

Variable Indirect Cost

MPN Acquisition Costs

MPN Training Costs
General Officer Training
Community-Specific Training
(Flight School)

MPN Medical Support

MPN Individual's Account

MPN Base Support

MPN Administrative Activities

MPN Total

OMN Acquisition Costs

OMN Training
General Officer Training
Community-Specific Training
(Flight School)

OMN Medical Support

OMN Individual's Account

OMN Base Support

OMN Administrative Activities

OMN Total

DoD Health Care (Non-Navy
OMN Cost

COMET Default
Terminology
am_tot_acqg_spa
ac_acql_spa
ac_acq2_spa
ac_acq3_spa
user_ACQ_mpn

coas_trngl _mpn
coas_trng2_mpn

coas_med_mpn
coas_indvacct_mpn
coas_base_mpn
coas_admin_mpn

coas_trngl_omn
coas_trng2_omn

coas_med_omn
coas_indvacct_omn
coas_base_omn
coas_admin_omn
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Direct Care ac_dc 3.7.6

CHAMPUS ac_champ 3.7.6

Retiree CHAMPUS ac_ret_cham 3.7.6
Officer Manpower (Con'’t)

TOCES
Variable Indirect Cost COMET Default MAPPING
Terminology
Member And Dependent Dental ac_dental 3.7.6

Note: None of the TOC WBS Elements 3.7 (Indirect/Infrastructure) are
collected by VAMOSC
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