DEPARTMENT OF THE NAVY
NAVY PERSONNEL COMMAND
5720 INTEGRITY DRIVE
MILLINGTON TN 38055-0000

|ACO FY1 03-027
MWRDIVINST 74 35.2
PERS-€5

2 Oct 03

MORALE, WELFARE, AND RECREATION DIVISION INSTRUCTION 7043..

From: Director, Morale, Welfare ard Recreation Division,
(PERS-65)

Subj: FACILITY NOMINATION PROCESS AND CONSTRUCTION CONTE *{'TING
POLICY FOR MORALE, WELFARE, AND RECREATION (MWR)
NONAPPROPRIATED FUND (NAF) CAPITALIZATION PROGRAM

Ref: (a)
(b)

(c)
(d)

(e)

(£)

Encl: (2)

(4)

ASN (RD&A) memo of 03 May 03

DODD 4105.67, Nonappropriated Fund (NAF) Procurcient
Policy, of 2 May 01

DODI 4105.71, Nonappropriated Fund Procurement
Procedure, of 26 Feb 01

SECNAV Instruction 7043.5B, Nonappropriated Fu:
(NAF) Procurement Policy, of 18 Apr 02

BUPERS Instruction 7043.1B, Procurement Policy Ior
Bureau of Naval Personnel Nonappropriated Func
Activities, of 23 Aug 07

through (1), see enclosure (1)

Policy Guidance for the Administration of Navy
Morale, Welfare and Recreation (MWR) Nonappror: ‘ated
Fund (NAF) Capitalizaticn Program

Planning, Programming, and Execution Guidance ' or
Navy Morale, Welfare an? Recreation (MWR)
Nonappropriated Fund (N F) Capitalization Proc¢: am
Construction Contractiny Execution and Policy
Guidance for Navy Morale, Welfare and Recreation
(MWR) Capitalization Projects

1. Purpose. To promulgate policy for the administratior zf the
Navy Morale, Welfare and Recreation (MWR) Nonappropriatec Fund
(NAF) Capitalization Program within the Navy Personnel Ccwrnand,
MWR Division (PERS-65). To amplify and clarify the proce<lires
as they apply to the nomination, planning, and execution <t NAF
projects and the construction contracting authority delet . .ized by
the Head, Contracting Activity (PENS-65) in the completic of
NAF capital investment initiatives.


nancy.trent
ACQ FYI 03-027


MWRDIVINST 7( 3.2

2. Applicability. The provisions »f enclosures (1) throtgn (4)
are applicable to the planning, projramming, execution, a:d
construction contracting of Navy MW.. NAF construction pro: :-ts.
The contracting authority applied tiirough this instructior. is
restricted to the use of nonappropriated funds and a limit =f
$5,000,000 for each construction contract action per refe::nce

(a) . Procurements conducted under :his authority shall u:«
competitive negotiation procedures =o the maximum extent
practicable and conform to referenca:s (b) through (d). N:y MWR

NAF procurement policy for purchase, sale, or disposal of
merchandise, supplies, services, ani/or equipment is addr: :ced
in reference (e).

3. Oversight and Administration. HNAVPERSCOM (PERS-656)
responsible for the oversight and administration of this
instruction. Recommendations for cianges or improvements :lould
be addressed to NAVPERSCOM, Facilities and Acquisition Bri.-c

(PERS-656) .
[ € MO anons
K. P. McNAMARA
Captain, U.S. Navy
Distribution:

Branch Heads
Section Heads
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REFERENCES, Ccntinued.

DoD 7000.14-R, DoD Financial Management Regulation::

OPNAV Instruction 11010.20F, Facilities Projects
Manual

BUPERS Instruction 1710.11C, Manual For The Operat
of Morale, Welfare and Recreation Activities

DoD 5500,7-R, Joint Ethics Fegulation

DoD Directive 7060.3, International Balance of
Payments Program - Nonappropriated Fund Activities

NPC-NAVFAC Memorandum Of Agreement of 18 October 2.CC

DOD Instruction 7700.18, Cormissary Surcharge,
Nonappropriated Fund (NAF), and Privately Financec
Construction Reporting Procedures

Enclosure

i |
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POLICY GURIDANCE FOR THE ADMINISTRATION OF THE NAVY MOXi..E,
WELFARE AND RECREATION (MWR) NONAPPROPRIATED FUND (N2}
CAPITALIZATION PROGRAM

1. Purpose. To provide guidance for the administratio:. and
execution of the Navy Morale, WelZare and Recreation (Mik)
Nonappropriated Fund (NAF) Capitalization Program as
defined herein.

2. General. NAVPERSCOM (PERS-65) provides policy,
technical direction, planning, program management,
contracting direction/authority, and other aspects of
functional management to Navy activities sponsoring MWE
Programs. The provisions of this instruction apply to :ll
aspects of MWR project planning, execution, and
construction contracting when performed using NAFs by ¢~
for activities under the program management of NAVPERSC k
(PERS-65). This enclosure provides Navy MWR NAF projec:
planning and programming guidance. Enclosures (3) and (<)
provide guidance and policy for kavy MWR NAF project
execution and contracting. References (c) and (d) have
direct application to all NAF capital facility
acquisitions.

3. Funding Approvals. All MWR project planning, execu:.:in
and construction contracting procedures addressed throu:l
this instruction presume that NAY¥ funding is available ::
will be programmed through the MWX NAF Capitalization
Program or regional command. Funding support for
authorized expenditures is providsd according to the
uniform accounting system, standard operating procedure:
governing NAFs and as outlined herein.

4. Definitions.

a. APPROPRIATED FUNDS are monies made available to i
Department of Defense by Congres: for specified purpose:.

b. COLLATERAL EQUIPMENT is non-consumable items and
equipment not classified as “buiit-in” to a facility as
defined in Volume 13, Chapter 3 of reference (f) and (¢!.
Examples include furniture, fixtures, and furnishings.

Enclosu: 2 (2)
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c. COMMANDING OFFICER means installation commanding
officer, or regional commander (when applicable), or th:ir
duly authorized designee.

d. CONSTRUCTION PROJECT (NAF-MAJOR) is any undertakirng
in which the “construction” classification of work
performed exceeds $500,000.

-

e. CONSTRUCTION PROJECT (NAF-MINOR) is a project with :
work component classified as “construction” with a NAF :c=
under $500,000.

it
ct

f. CONSTRUCTION COST is the direct cost for labor,
material, installed equipment integral to the facility,
post construction award services (PCAS), supervision,
inspection and overhead (SIOH), and profit required in
order to construct a facility. It includes design cost
when part of a Design-Build (D-B) construction contract.
It does not include design costs prior to construction
contract award or the cost of collateral equipment.

tid

g. CONTRACT means all types of legally binding
instruments used to ensure products and services are
provided to the government entity by commercial party o:
other agency. It includes amendrents, change orders, &-C
supplemental agreements with direct association to any
the foregoing.

o~
t+ ().

h. CONTRACTING OFFICER is the warranted person with
authority to execute or administer a construction contract
on behalf of Navy MWR Program Mar.ager.

i. CONTRACTOR means the person, firm or agency
responsible for providing services and/or construction :t a
specified price or rate.

j. DESIGN includes drawings a:«1 other documents
illustrating the scale and relat:onship of the features,
functions and characteristics of ithe projects to includ:
material qualities and properties.

k. DESIGN-BUILD is a contracting method in which the

design and construction are combined in a single contract
with one contractor.

Enclosur: (2)
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1. MEMORANDUMS OF AGREEMENT/UNJERSTANDING (MOA/U) ar:
agreements between two government 2ntities.

m. NEGOTIATION means the method of government
procurement other than sealed bid procedures.
Negotiation permits oral or written solicitation and
subsequent discussion on prices, terms, and conditions ¢
the proposed contract with the objective of arriving at :ur.
agreement that is most advantageous to the government at
the buyer.

n. NONAPPROPRIATED FUNDS (NAFs) are monies derived f:-
sources other than congressional appropriations and
commissary surcharge funds. Such funds are derived frou
the sale of goods and services to DOD military and civil .
personnel and their family members in accordance with
reference (h). While NAFs are considered government fuy.ii,
they are separate and apart from funds in the United St
Treasury.

-

w

o. NONAPPROPRIATED FUND INSTRUMENTALITY (NAFI) is an
integral organizational entity which performs an essent: a..
federal government function. NAFI acts, in its own nam:
to provide and/or to assist other agency organizations :mn
providing MWR and certain educatiocnal services and progm i3
for government and other authorized personnel. NAFI is
established and maintained individually or jointly by t::
head of the federal agency and maintains custody and
control over and administers its nonappropriated funds.
NAFI contributes its NAFs to MWR zrograms.

w

p. OFFER means a response to a solicitation that, if
accepted by the NAFI, would bind the offeror or contracl.
to perform the resultant contract.

(W)

g. POST CONSTRUCTION AWARD SERVICES (PCAS) are
supplemental to those activities vperformed in accordanc::
with a construction contract award.

r. PROJECT VALIDATION ASSESSMENT (PVA) is an indepenient
or commercial review that certifies the need for a proj:::
of a specific scope based on consumer demand, market
competition, cost estimates, and financial viability.

s. RECAPITALIZATION is the process used to regenerat:
facility. This may be accomplished through a combinati.::

3
Enclosur: (2)
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of restoration and modernization investment to an exist:. 13
structure, expansion of a structure, or through a compl:.::
replacement effort on an existing or new site.

t . REPLACEMENT is the construction of a new structur:
that serves the same or similar f.nction as the facilit+ it
replaces.

u. RESTORATION involves the repair of a facility damazsd
by inadequate sustainment, excessive age or usage, natu:i:l
disaster, fire, accident, or other cause.

v. SCOPE defines the boundaries of the project by
specifying in metric or other standard of measurement if.
dimensions or other quantifying u-it of measure.

w. SOLICITATION means a verbal or written request fc:
information.

X. SUPERVISION, INSPECTION, AND OVERHEAD (SIOH) is
support associated with the administration of contracts f[or
facility projects. This may incl.de contract award,
contract administration, payments, inspections, materia..
testing, and other actions taken during contract execut.. .

5. Project Development. Each major construction proje::
shall be developed, planned, and validated in sufficien:
detail to produce a comprehensive and executable
construction program. Facilities shall be sited for pa‘:r:n
convenience and in conformance with the approved
installation master plan, Regional Shore Infrastructure
Plan and/or Capital Investment Plan, as applicable.

6. FProject Approval Authority. lNonappropriated fund (IJ&7)
project approval authority levels for Regional
Commanders/Commanding Officers, CWI and NAVPERSCOM are
outlined in attachment (1) to this enclosure. Major NA’
construction projects approved by Congress shall be plai::zi
under contract within the current fiscal year or the
following fiscal out-year (within twenty-four months).
Execution authority will expire if a construction contr.::
is not successfully awarded during this periocd per
reference (1).

Enclosur-: (2)
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7. Project Variance. For major NAF construction proje:::s
previously reviewed by 0SD and aprroved through
congressional review, the construction cost shall not
exceed the reported level by more than 25 percent or th:
scope increased by more than 10 percent. When either of
the above events occur, contracting execution can not o:«<i
without the prior approval of the Navy MWR/NEXCOM Board uf
Directors and completion of the Ot&D/congressional re-
porting process. The process and procedures for acquir: .3
OSD and congressional approval is outlined in reference
(1) .

8. Contracting. Contracting methods that lower cost auil
expedite the construction process, such as Design-Build
which establishes single-source project liability and
incorporates “best value” acquisizions processes shall iz
utilized to the maximum extent possible to accomplish Ni.7
projects.

Enclosur: (2)
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Aug 12 2003

MWR FACILITY FUNDING FROFILE (cont’d)

expansion, alteration, conversion or replacement/reloca:in
of a real property facility.

3. Repair category of work refer: to the restoration o a
facility through overhaul/replacement of built-in parts o»«¢
materials that have deteriorated over time or through u:iiige.
Repair may include modification or addition of building
components or materials necessary to comply with curren::
life safety standards, national o: regional building cocizs,
or environmental regulations.

4. For minor construction/repair projects with combine::
work categories (i.e., "RC" Repair and Construction), th=
threshold authority applicable to each respective category
of work applies in determining the execution approval
authority.

5. For O&M,N funded minor constriction, CNI (N2) may ci:»18e
to delegate less than the $750,000 limit to individual
regions and/or local commands. Each region should checl:
with CNI (N2) to determine the level of minor construct: >
authority that has been delegated.

6. CNI (N2) must approve the $3,100,000 Defense Busine::s
Operations Fund (DBOF) threshold delegation.

7. All major construction projec:s require DOD and/or
Congressional review and approval prior to construction
execution. The Morale, Welfare a:d Recreation/Navy Excl.iige
Board of Directors (MWR/NEX ROD) approves NAF construct:.. -
projects between $200,000 and $50),000. Construction
projects (NAF) over $500,000 require Congressional review by
both chambers of Congress.

8. Resource Sponsors and CNI (N2} are responsible for
programming execution of MILCON projects. Congressiona..
review and approval is required prior to construction.

9. NAF construction project investments greater than
$200,000 and repair project investments over $500,000
require review through the MWR/NEY Board of Directors (1:12).
NPC will coordinate all NAF reviews and submissions to
higher authority.

10. OPNAVINST 11010.20F, Facilities Projects Manual,

provides expanded information on preparation of Special
Projects. NAVFACINST 11010.44E provides information on
preparation and submission of MILCON projects. The NPC

Attachment (1) to Encle :u ¢ (2)
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Aug -t 2003
Morale, Welfare and Recreation
FACILITY FUNDING PROFILE
APPROVAL CATEGORY FUND cost
AUTHORITY OF WORK SOURCE LIMITS »
Regional Commander/ | Major None None
Commanding Officer Construction ]
Minor O&MN §0 - 750,000
Construction .
NAF $0 - 200,000
Repairs/ O&MN $0 -1,000,000 7]
Renovation _ ]
NAF $0 - 200,000
Commander, Navy Major None None ]
Installations (ONI) (N2) | Construction ]
Minor O&M N $0 - 750,000
Construction _ ]
NAF $0 - 200,000
Repairs/ O&M N £0 - 5,000,000 T
Renovaton ]
DBOF 80 - 3,000,000
NAF $0 - 500,000 ]
NAVPERSCOM Major NAF $200,000 + UP '
(PERS-65) Construction ]
Minor O&MN $75,000 - 750,00
| Construction ]
| Repairs O&MN $75,000 - 5,000,0
Renovation ) ]
Central $200,000 + UP
NAL L
Resource Sponsor Major MILCON $750,000 + UP
Echelon 11 Command Construction | (AP¥) _

Reference Notes:

1. Project execution approval authority is limited to 're
Projects with funding
requirements below the range outlined can be funded by
higher authority when deemed appropriate by the approva.

gpecified funding threshold.

authority.

2. Construction category of worls includes the erectior,

installation, or assembly of a new facility; the addit::n.

Attachment (1) to Enc « s 1e (2)
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Internal Needs Validation Study (INVS) procedure provid::
the vehicle and instructions for submission of NAF
capitalization projects.

11. The equipment expense investunent threshold has bee:n
increased to $250,000 from $100,000 through Section 106 :f
Public Law 108-7, the Consolidated Appropriations
Resolution, 2003. This change was promulgated by Under
Secretary of Defense Memorandum c¢f 11 March 2003. 1In
summary, Operation and Maintenance funds (O&M,N) may be i.sed
to purchase equipment investment items up to $250,000.

Attachment (1) to Enc! ». ¢ (2)
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PLANNING, PROGRAMMING, AND EXECUTION GUIIDANCE FOR N&AVY
MORALE, WELFARE AND RECREATION (MWR) NONAPPROPRIATED F{1M
(NAF) CAPITALIZATION PROGRAM

1. Planning and Programming Guidance. Guidance for the
development, submission, planning, and programming of N:u.7
construction, repair, and renovation projects within th:
Navy Morale, Welfare and Recreation (MWR) Nonappropriat::i
Fund (NAF) Capitalization Program is defined herein.

2. Nonappropriated Fund Project lomination/Programming
Process.

a. Capital Project Nominations. All NAF project
submissions which exceed the Commznding Officer/Regiona..
Commander’s authority as the Fund Administrator or which
seek funding support through the Central NAF Capitaliza'.i:n
Program shall be submitted throug: a Pre-Internal Needs
Validation Study (Pre-INVS). The Pre-INVS project
information is submitted by email to all levels of comm.:a:
for review simultaneously. This :ction encourages revii:u
and comment in a more effective ard time efficient mannnr.
After all comments and concerns are resolved, an invita:.i:cn
to proceed to the full INVS may b= issued by NAVPERSCOM A
flowchart demonstrating the decision process is provide:l
through attachment (1) to this enclosure.

b. NAF Capital Project INVS MNominations. Following
receipt of the invitation to proceed to full INVS,
activities/Regional Commanders will complete the full IiVs.
After completion of the INVS, the sponsoring activity
submits the nomination via the Recional Commander and C!iI
to NAVPERSCOM (PERS-656) for scoring by each command re risw
level. Projects with a score greater than 190 points («f a
total possible score of 380) will proceed to full
validation review. The flowchart provided in attachmen:

(2) to this enclosure illustrates this review process.

c. Project validation. All MWR construction projec:s
representing a NAF investment exceeding one million dol .zrs

must be reviewed by an independer.t source for validatic:
per reference (l). It is NAVPERSECOM policy to conduct

Project Validation Assessment (PVZ) on all such project:
and to include those construction projects that have th:

1
Enclosur + (3)
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potential to exceed $500,000. Larger repair projects & ¢
also reviewed through the PVA prccess to ensure critica
NAF capital investment support is applied in the most
effective manner possible. Other projects will be
validated through an internal review process that focus:t
on the cost estimate, work to be performed, benefit,
financial return, etc. This review process will be
supported through the preparation of a detailed cost
estimate (DD FORM 1391) by the NAVPERSCOM staff, PVA
consultant, or an architectural-engineering firm. A
flowchart demonstrating the PVA process is provided in
attachment (3) to this enclosure.

d. MWR Capitalization Prograr. Prioritization. After
completion of the independent assessment for new projec::
and updating the cost estimate ard financial performanc :
for previous year nominations, ths pool of projects is
reviewed in detail to determine which projects are
executable in the next program fiscal year. Projects
determined to be execution-ready are presented to the
MWR/NEXCOM Board of Directors Working Group for review,
prioritization, and funding recommendation. The
recommendations of the Working Group are then forwarded :o
the Board of Directors (BOD) for in-house Navy approval
prior to submission of major construction initiatives to
0SD and Congress for final execution approval. Major
construction projects requiring 08D and congressional
review and approval prior to execution are forwarded in
accordance with the provisions of reference (1). Apprc :d
minor construction projects are also included in the anni.al
capital submission for reporting purposes. A flowchart
illustrating the NAF project prioritization process is
provided in attachment (4) to this enclosure.

e. NAF Capital Program Execution Plan. After apprc.. il
of the program by the BOD, NAVPERSCOM (PERS-656) deterw ' i.:s
the execution plan. A flow chart demonstrating the Prc jram
Execution Plan development process is provided in
attachment (5) to this enclosure.

Enclosur : (3)
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NONAPPROPRIATED FUND (NAF) CONSTRUCTION CONTRACTINCG
EXECUTION AND POLICY GUIDANCE FCOR NAVY MORALE, WELFARE '}D
RECREATION (MWR) CAPITALIZATION PROJECTS

1. Purpose. Policy and execution guidance for construc:iion
contracting for Navy Morale, Welfare and Recreation (MWi:
nonappropriated fund (NAF) capital projects is defined
herein.

2. Construction Authority. A NA® construction contrac: .ng
officer warrant is required for any MWR employee delega  :d
authority for the execution of NAF construction contrac:::
purchase/delivery orders and/or task orders. All NAF
construction contracting officer warrants are issued by
NAVPERSCOM (PERS-65). Nonappropriated fund construction
contracts may be executed by designated NAVFACENGCOM
construction contracting represeritatives following the
guidance contained herein and reference (d).

a. Termination of a contracting officer’s warrant .y
be required due to reassignment, termination of employm:r,
exceeding warrant authority, or a violation of the
contracting policy contained in this instruction.
Termination may be by letter unless the certificate of
appointment contains other provisions for automatic
termination. No termination will operate retroactively
Termination will be made by NAVPERSCOM (PERS-65).

b. Construction contracting officers have the
authority to obligate NAFs through the execution and
administration of contractual actions. Contracting
officers can not delegate contracting authority to othe::
Only construction contracting officers who have attende:!
the prescribed training and received a warrant are
authorized to sign NAF construction contracts of any kin:

c. Warrant limitations will be defined in the lett«::
of appointment by NAVPERSCOM (PERS-65).

d. Requirements that exceed a contracting officer
warrant must be forwarded to a contracting officer with
higher warrant level. A modification to a task order,
change order, or construction contract of any type that
increases the total dollar amount of a contract to a le:

1
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exceeding a person’s warrant authority must also be
forwarded to a contracting officer with a higher
construction warrant level.

e. A NAF construction contricting officer warrant nay
not be used to contract with appropriated funds; howeve:,
an appropriated fund contracting officer warrant may be
used to contract with nonappropriated funds provided ths:,
hold a warrant greater than the amount of the contracti:n:
action being addressed, follow NAF procedures and have
delegated authority to award construction contracts.

f. Training. All NAF construction contracting waxrint
officers shall have met the criteria prescribed by
NAVPERSCOM (PERS-65) prior to rec=iving a letter of
appointment. Qualifications shall include Defense
Acquisition Workforce Improvement Act (DAWIA) training;
demonstrated level of work experizsnce; mandatory educat...n;
and a strong career pattern with in-depth knowledge of
construction contracting.

g. Separation of Functions.

(a) The integrity of the coatracting system is be:::
protected by a separation of functions combined with
adequate training and basic honesty of those involved w..:h
contracting. Violators will be c=alt with as appropria:,
including the imposition of admiristrative, civil, and
criminal penalties.

(b) The following steps in the acquisition proces::
will be performed by different irdividuals:

(1) Issuance of the purchase request.

(2) Approval of the purchase and certification c:
the availability of funds.

(3) Execution of purchase orders, delivery order:
or contracts on behalf of the NAFI.

(4) Receipt of goods or services.

(5) Issuance of the check in payment of the
purchase.
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h. Ethics and Standards of Conduct. All personnel
involved in the construction contracting process shall
adhere to the ethics and standarc¢s prescribed for all Na.y
personnel and shall annually receive refresher training for
full compliance with the provisions of reference (i).

3. Federal Acquisition Regulation (FAR).

a. Applicability. Reference (d) exempts NAF
contracting from the provisions of the FAR and its DoD ."*R
Supplement (DFAR), except when ccmpliance is specifical .,
mandated by a DOD component direct:ive. Compliance with :he
FAR is required when a contract includes APF support th.u:
is part of the construction contract. This policy does ot
apply when the APF is authorized for non-construction
contract items such as collateral equipment.

b. Specific Exemptions. The applicability of some I'iR
provisions to NAF contracting is frequently questioned.
Policy with regard to these provisions is as follows:

(1) Competitive “best-value” contract awards in
which the design and construction phases are consolidat.:
into a single Request For Proposal (RFP) and constructi:.:
contract award is the preferred method of contracting f.:
NAF MWR facilities. This method is referred to as Desi:: -
Build (D-B). Performance specifications utilizing
commercial standards, DOD Unifiec Facilities Criteria a::
the International Building Code (IBC) are used in the
formulation of the RFP and sent to a selected list of
qualified firms meeting the RFP experience requirements.
The D-B process eliminates the liability issue with
singular responsibility for both the design and
construction under one contract being retained by the D-:.
firm.

(2) General Services Administration (GSA) Task
Order may be used to acquire specific types of specialty
structures. A statement of work along with all unique i:vy
requirements, Navy MWR NAF construction contracting
specific clauses inclusive of reference (e) and all kno.:.
local requirements for environmertal, safety, quality
control, etc., are sent to the GSA contractor. This isg
considered a request for proposal in accordance with th:
terms of the GSA contract. After a proposal is furnish::..
negotiations commence with the GSA contractor regarding

3
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various cost elements and the lev:l of effort necessary
Once agreement through negotiation is achieved, a task
order is issued for the respectiv: work and services. ..ll
NAF unique requirements, clauses and current Davis-Baco
wage rate information become part of the task order.

(3) A Request for Proposal (RFP) is a negotiated
Procurement. Through the Navy MWX D-B process,
negotiations may occur with the construction firm whose
offer is evaluated by a review board to be in the best
interest of the customer, price, and others factors
considered. This contracting metiod has the flexibilit: to
award to other than the low bidder.

(4) Procurement Schedules, such as GSA Task Orde::
are not mandatory for use by Navy MWR.

(5) Standardized contract clauses for repetitive
contracting will not require furtier legal review as loiw
as there is no deviation from the annually reviewed,
approved contract clauses.

4. Procurement Performance Mana jement Assessment Prog:ar
(PPMAP). The primary objective ol procurement managemei::
oversight is to encourage and ass.ist activities in makii:
continuous improvements in their acquisition processes. It
also provides a mechanism for sharing “best practices”
throughout the Navy. Procurement management oversight

the Department of the Navy is conducted through the
Procurement Performance Managemen: Assessment Program.

a. Procurement management oversight reviews of
contracting actions executed under the Head Contracting
Authority (HCA) delegated to NAVP3RSCOM (PERS-65) is
provided through the Naval Facility Engineering Command
Procurement Performance Measurement and Assistance Prog:-:m.

b. The procurement management process shall:

(1) Focus on improvements in the NAF constructich
contracting procurement process.

(2) Identify problems as early in the acquisitich
cycle as possible and establish performance-based metric:
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{(3) Provide feedback to NAVPERSCOM (PERS-65) on :(he
strengths, weaknesses, and significant findings inclusi':
of customer surveys of procurement services.

c. The NAVPERSCOM HCA for NAP construction contract: 13
will determine the adequacy of initiatives taken to resnlve
quality issues identified through the PPMAP feedback
system.

S. Agreements. Certain agreemenis do not require
signatures by a warranted contracting officer. For
example, an MOA with another government entity may be
signed by the MWR Director (PERS-65) or his designated
representative.

6. Payment. Payment will be made according to the Prort
Payment Act. NAFIs shall refer to reference (f) in
executing payments under the Prompt Payment Act.

7. Ineligible. Contractors and individuals debarred o1
suspended under existing regulations shall not be used i
sources in meeting NAF construction contract requiremen:: .
The listing of “Debarred and Suspended” contractors sha..
be reviewed prior to making any construction contract
awards.

8. Small Business Act. The Small Business Act provisi:i s
(15 U.S.C. 631 et. seq.) are not mandatory when contrac::ng
with NAF.

9. Buy American Act.

a. Definition. Foreign goods are defined as those
goods produced or manufactured in a foreign country and
physically located outside the United States, its
possessions, Puerto Rico, or in bonded warehouses in a
foreign trade zone within the Un:ted States, its
possessions, or Puerto Rico.

b. Policy. No foreign goods or materials shall be
purchased for use in a NAF construction initiative in t o
United States, its possessions, =nd Puerto Rico without
specific authorizations of NAVPEESCOM (PERS-65). Befor:
requesting approval, the feasibility of foregoing the
requirement or providing an American-made substitute sk:.l
be considered. Exceptions may bes granted for products

5
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materials already listed on a federal supply schedule. Tnae
Buy American Act does not apply tc purchases for use
overseas. Acquisition of such ma:erials and products sl all
be in accordance with reference (7).

10. Contracting Officer Representative (COR) and
Contracting Officer Technical Representative (COTR).

a. CORs and COTRs are primarily liaisons between th:
contractor and the contracting officer. CORs/COTRs have 7o
authority other than that, which 1as been delegated to t.1:=m
by the warranted contracting officer through the
appointment letter. A COR/COTR may not award a contract =
agree to or issue a change to a construction contract. =4
construction contracting officer may authorize a COR/CO''2
to resolve problems as long as such authorizations do no:
constitute changes to the contract. The COR/COTR does 1.:*%
have authority to direct or accept solutions that affect:
cost, schedule, guality, or quantity.

b. COR/COTR services for NAF construction contract:: g
initiatives will first be offered to the Naval Facilities
Engineering Command in accordance with reference (k).
Appointments will be made in writing and designated by name
and title of position. When a CCR/COTR is to act on belialf
of the NAF construction contracting officer for more thi::
one contract, there will be a separate appointment lette:
for each contract action. A COR/ZOTR appointment will
remain in effect for the term of the contract, unless
revoked by the contracting officer or replaced due to ©O.:&r
circumstances. Revocation shall be performed in writing by
the construction contracting officer.

c. Each appointment letter will state that the COR/I0OTR
may not delegate his or her authority. Each appointmen'.
will also contain the authority and restrictions applic.:.e
to the COR/COTR.

11. Project Management Plan (PMP). Prior to commenceme: ! of
preparation of the Request for Proposals (RFP) the proj.:t
manager in consultation with the contracting officer ani
resources manager will complete a draft PMP. Prior to
completion of the RFP, the PMP will be finalized and
submitted to the Facilities and Acquisition Branch Head for
approval.
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12. Design-Build (D-B) Constructicn Contracts.

a. General. This section prescribes policies and
procedures to contract for construction.

(1) As-built drawing, see record drawings.

(2) Construction includes the construction,
expansion, alteration, assembly, or repair of buildings
structures, or other real property. For purposes of
clarity “buildings, structures, oz other real property”
includes but is not limited to MWR improvements, such a:;
bowling centers, All Hands Clubs, outdoor recreation
centers, automotive skill centers, marinas, recreation
vehicle parks, golf courses, cabins and cottages, youth
centers, etc. Construction does not include the
manufacture, production, furnishing, construction,
alteration, repair, processing, or assembling of vessel :,
aircraft, or other kinds of perscnal property.

(3) Contract, as used in this section, is intend =l
to refer to a contract for construction or a contract f.:
architect-engineer services.

(4) An architectural-engineering firm that is a
commercial agency or firm, any individual, partnership,
corporation, association, or other legal entity permitt-::
by law to practice the professions of architecture or
engineering.

(5) Plans and specificaticns include drawings,
specifications, and other data pertaining to constructi::..

(6) Record drawings include drawings submitted Lk, 2a
contractor or subcontractor at any tier to show the
construction of a particular structure and work as actui. .y
completed under the contract.

w

(7) Shop drawings include drawings submitted by .1
construction contractor or a subcontractor at any tier :i°
as required under a construction contract, showing in
detail:

(a) The proposed fabrication and assembly of
structural elements.
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(b) The installation (i.e., form, fit, and
attachment details) of materials -or equipment.

(c) Or, a combination oI the above.

b. Specifications.

(1) Construction specifications will conform to
commercial standards.

(2) When “brand-name or ecial” descriptions are
necessary, specifications must clearly identify and
describe the particular physical, functional, or other
characteristics of the brand-name items that are consid:.ed
essential to satisfying the requirement.

c. Nonappropriated Fund Instrumentality (NAFI) Estiice
of Construction Costs.

(1) An independent NAFI estimate of construction
costs will be prepared and furnished to the contracting
officer at the earliest practicakle time for each propo:::cl
contract and for each contract mcdification anticipated :o
cost over $25,000. The contracting officer may require i.-
estimate when the cost of the recuired work is anticipa‘: :d
to be $25,000 or less. The estimate will be prepared in :s
much detail as though the NAFI were competing for award

(2) Access to information concerning the
NAFI estimate will be limited to NAFI personnel and the
independent A&E consultant whose official duties requir:
knowledge of the estimate. An exception to this rule ma - be
made during contract negotiations to allow the contract .'g
officer to identify a specializec¢ task and disclose the
associated cost figures in the NAFI estimate, but only
the extent deemed necessary to airive at a fair and
reasonable price. The overall amcunt of the NAFI’s esti:te
will not be disclosed except as wmade part of the contra:t .

d. Disclosure Of The Magnitule Of Construction
Projects. Advance notices and so.icitations will state :le
magnitude of the requirement in terms of physical
characteristics and estimated buciget (includes design a !
construction only). In no event will the statement of
magnitude disclose the NAFI's esTimate.

ot

(4)
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e. Pricing Fixed-price Construction Contracts.

(1) Generally, firm-fixed-price contracts will b=
used to acquire construction. They may be priced:

(a) On a lump-sum basis (when a lump sum is p« .1
for the total work or defined part of the work).

(b) On a unit-price basis (when a unit price i
paid for a specified quantity of work units).

(c) Using a combination of the above methods.

(2) Lump sum pricing will be used in reference t:
unit pricing except when:

(a) Large quantities of work such as grading,
paving, building outside utilities, or site preparation :re
involved.

(b) Quantities of work, such as excavation, cinrot
be estimated with sufficient confidence to permit a lum
sum offer without a substantial contingency.

(c) Estimated quantities of work required may
change significantly during construction.

(d) Offerors would have to expend unusual eff::t
to develop adequate estimates.

(3) Fixed-price contracts with adjustment may be
used if such a provision is custcmary in contracts for e
type of work being acquired, or wien omission of an
adjustment provision would preclude a significant numbe :
firms from submitting offers or would result in offeror:
including unwarranted contingencies in proposed prices.

>f

f. Construction Contracts With Architectural-
Engineering Firms. No contract for the construction of
project will be awarded to the firm that provided Title
or Title II services for the project or its subsidiarie: or
affiliates.

g. Pre-proposal Conference. The contracting office
should make appropriate arrangements for prospective

9
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offerors to inspect the work site and to have the
opportunity to examine data available to the NAFI that twy
provide information concerning the performance of the w:::lk,
such as boring samples, original bhoring logs, and recor::
and plans or previous construction. The data should be
assembled in one place and made available for examinati:::.
The solicitation should notify offerors of the time and
place for the Pre-proposal Conference. If it is not
feasible for offerors to inspect =he site or examine the
data on their own, the solicitation will also include a
point of contact to coordinate a new time and place for :he
site inspection and data examinat.ion. Significant site
information and the data should bz made available to al.
offerors in the same manner, including information
regarding any utilities to be furnished during
construction. A record should be kept of the identity i ¢
affiliation of all offerors’ repraesentatives who inspec:
the site or examine data.

—_—

h. Distribution of Solicitat:ons. Solicitations sl:ild
be distributed to prospective offerors. Contracting
officers may determine the geographical extent of
distribution of advance notices and solicitations on a
case-by-case basis.

i. Price Negotiation - Negotiated Contracts.

(1) NAFI will follow the established policies an:
procedures outlined herein; in th2 applicable reference i;
and general guidance outlined for the application of th:
Federal Acquisition Regulation when negotiating prices I
construction.

(2) The contracting officer will evaluate proposs.s
based on criteria set out in the =2valuation plan, as
specified in the Request For Proposal, and by comparing
proposals to the NAFI estimate. When a proposed price .
significantly lower or higher than the NAFI estimate, t:o
contracting officer shall ensure that both the offeror wd
the NAFI estimator completely uncerstand the scope of t .
work. If negotiations reveal errors in the NAFI estima e,
the estimate will be corrected ar.d the changes document :
in the contract file.

(3) When appropriate, proyosed prices may be
compared to current prices for similar types of work,

10
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adjusted for differences in the work site and the
specifications. Also, rough yardsticks may be develope:!
and used, such as cost per cubic foot for structures, co:t
per linear foot for utilities, ard cost per cubic yard I:r
excavation or concrete.

j. Evaluation.

(1) Technical proposals w.ll be evaluated using :le
following criteria as appropriate and any order of
priority:

(a) Technical Proposal.
(b) Project Management Plan.
(c)Qualifications/past performance.

(2) Cost is evaluated separately from the techni il
proposals. Cost is not a weighted factor.

(3) A Technical Evaluatiorn Board (TEB) will be
assembled with membership consisting of the Project Man.:er
as chairperson, COR, Title I A-E representative, local */
representative, and local MWR representative. The TEB
members may be divided into teams for purposes of
evaluating offerors’ proposals. The TEB chairperson wi..:
also be a scoring member of the TEB. Additional member::
may be added as necessary as non-scoring advisors.

k. Contract Clauses. As applicable, standard NAF
clauses and instructions will be used. Certain clauses :re
self-deleting and application will be determined in
accordance with language contained in the clause.

1. Construction Contractor Insurance. Liability ar:
worker’s compensation insurance must be obtained by the
contractor in amounts specified by the contracting offic:r
in the contract. In no event will the amount be less t.iin
the minimum requirements established by applicable stat::
and local regulations and laws. The contracting office:
will require the contractor and any sub-contractor to
provide copies of the insurance policies prior to
proceeding with work under the contract.

11
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m. Bond Requirements.

(1) The Miller Act (40 U.S.C. 270AR-270F) require;
performance and payment bonds for any construction cont:-i:ct
exceeding $25,000, except that this requirement may be
waived (1) by the contracting officer for as much of the
work as is to be performed in a foreign country upon
finding that it is impracticable for the contractor to
furnish such bond, or (2) as otherwise authorized by the
Miller Act or other law. The con:ractor will furnish a'.l
bonds, including any necessary reinsurance agreement,
before receiving a notice to proczed (NTP) with the worl: or
being allowed to start work. The amount of the perform i:e
bonds will be 100 percent of the riginal contract price,
unless the contracting officer de:ermines that a lesser
amount would be adequate for the nrotection of the NAFI

(2) The contracting officer will require payment
bonds with penal sums as follows:

(a) When the contract p:rice is not more than
$1,000,000 the penal sum will be 50 percent of the contira:t
price.

(b) When the contract p:rice is more than
$1,000,000, but not more than $5,000,000, the penal sum

will be 40 percent of the contrac: price.

(c) When the contract p:ice is more than
$5,000,000, the penal sum will be $2,500,000.

n. Contract Awards.

(1) The contracting officer and project manager -iil
prepare a Source Selection Plan prior to solicitation. Tne
plan will include duties and responsibilities of the
contracting officer, project manager and technical
evaluation board. The plan will also include the neces:sary
non-disclosure and statement of non-interest forms and
contractors’ reference forms. The plan will provide
detailed evaluation protocol, proposal handling procedu:zt,
and a determination of the relative importance of the
evaluation factors. Upon completion of technical
evaluations, the contracting officer will review the
recommendation of the TEB and the contractors proposed
price in determining the feasibility of making a

12
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construction contract award.

(2) After completion of the price determinat:i»n,
the contracting officer will verily that funds are
available in the amount necessary to make an award and .1l
prepare a negotiation decision memorandum outlining the
rationale for the contracting officer’s final decision :n
the contract award. The contracting officer will brief :fLe
Facilities and Acquisition Branch Head on the solicitat: n
outcome prior to making an award.

1. Pre-Construction Conference. A pre-constructi::.
conference (Pre-Con) will be scheduled as soon as
practicable after contract award with the winning
offeror/contractor. The Pre-Con may include receipt of
bonds, representation and certifications, design kick-o:iF,
and full briefing involving all issues contained in the
Pre-Con agenda.

13. Architect-Engineer Services.

a. This section prescribes pclicies and procedures
applicable to the acquisition of architect-engineer
services.

b. Policy. Contracts will be negotiated for these
services based on the demonstrated competence and
qualifications of prospective con:ractors to perform the:
services required at fair and reaszonable prices. Contra::::
will be structured so as to ensure compliance with NAF
commercial construction standards.

c. Architect-Engineer Firm Solicitation. NAFIs wil.
evaluate each potential contractor in terms of:

(1) Professional qualifications necessary for
satisfactory performance of required services.

(2) Specialized experience and technical compete ice
in the type of work required.

(3) Capacity to accomplish the work in the requirec
time.

(4) Past performance on ccrntracts with
NAFI activities and private industry in terms of cost

13
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control, quality of work, and compliance with performance
schedules.

(5) Location in the general geographical areas o:
the project and knowledge of the locality of the project
Location in the general area of tiie NAFI to facilitate
project-related meetings/reviews. This is provided that
application of these criteria leaves an appropriate numlert
of qualified firms, given the nature and size of the
project.

d. Selection Boards. When acquiring architect-engi:er
services, contracting officer wil. establish an architect.-
engineer selection board to be coiposed of members who,
collectively, have experience in architecture, engineeriiij,
construction, and NAFI related accuisition matters.

Members will be appointed from among highly qualified
employees of the NAFI or other ac:ivities. One member ¢l
each board will be designated as the chairperson.

e. Selection Board Functions. Under the general
direction of the contracting officer, the selection boa:«l
will receive instructions regardiag the duties and
responsibilities of the Board and will perform the
following functions:

(1) Review the current data files on eligible fiinis
and responses to the announcement: concerning the
particular project.

(2) Evaluate the firm(s) in accordance with
established criteria.

(3) The selection board mey hold discussions with
the most highly qualified firm(s) regarding concepts an:
the use of alternative methods of furnishing the requir:
services. Architect-engineer fees will not be consider:¢
in these discussions.

(4) Prepare a selection report for the contractin
officer’s consideration, in order of preference, at lea::
three firms that are considered to be the most highly
qualified to perform the required services. The report
will include a description of the discussion and evalual.ion
conducted by the board to allow tie contracting officer o
review the considerations upon which the recommendation:.

14
Enclosure 4)



MWRDIVINST 71 -i3.2
are based.

(5) The contracting officer will conduct
negotiations with the “selected firm(s)” and, with the
advice of technical and staff representatives, make the
final selection.

f. Collecting Data and Appra:sing Qualifications. 1o
be considered for architect-enginser contracts, a firm rmst
file with the appropriate office or board the SF 254
(Architect-Engineer and Related Services Questionnaire) and
when applicable, SF 255 (Report on Obligations) .

14. Legal Reviews.

a. Legal Reviews. All contracts shall be executed il
deemed legally sufficient following the Department of
Defense and Navy policy/guidance in the application of
nonappropriated funds.

b. All contracts shall be executed by construction
contracting officers warranted through the authorities
delegated to the Director, Morale, Welfare and Recreati:
Division (PERS-65).

c. Pre- and post-award documentation will accompany
each request for legal review.

(1) All clauses used in the execution of NAF
construction contracts will be rewviewed on an annual ba:is
for legal sufficiency.

(2) Legal reviews shall fo.low the provisions of
references (c) and (d) regarding the use of NAF clauses

(3) The following will be submitted for legal
review prior to issuance or execution:

(a) Proposed award packages over $500,000.

(b) Proposed awards that may result from an
unsolicited proposal.

(c) All decisions concerning disputes, protesti
and appeals.

15
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(d) Termination actions and supporting
documentation.

(e) Recommendations for suspension or debarmert >f
any NAF contractor.

(f) Requests for use of other than firm-fixed
priced type contracts.

(g) Decisions concerning alleged or actual
mistakes in proposals.

15. Internal Controls. Points of control exist in each : :2p
of the NAF project acquisition prucess.

a. Project planning and programming. Internal cont:ols
are supported by a division of ef.ort in scoring propos: .=
for consideration and by the independent project review
process (PVA). This is followed y project programming I
the MWR/NEX Board of Directors, USD (P&R) and congressi: izl
approval. Multiple levels of review provide the necess: "y
checks and balances.

b. Construction Program Execu:ion Plan. Developmen: of
the execution plan involves the Construction and Resour:::e
Section Head, Facilities Section Mead and NAF Resources
Manager working together with project managers, contracl. .rg
officers and Finance Branch staff to ensure the schedulei
execution timelines can be suppor-ed with available cask
flow. The resulting plan is then submitted to the
Facilities and Acquisition Branch Head for approval.

c. Separation of functions discussed in paragraph 2
above provides the internal controls necessary to assure
integrity in the procurement proc:ss.

d. The requirement for development and approval of
Project Management Plans provides for the internal cont:::ls
and oversight necessary to ensure that the RFP developm:: -t
goals and budget are within the programmed scope and

budget.

e. Technical evaluation proccedures described in
paragraph 12.j above ensure the independence and
objectivity necessary by requiring completion of the
evaluation process without knowledge of offerors’ price

16
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proposals.

f. The requirements of paragraph 12.n for the contri::s
award board to document rationale for recommended award:
and for the contracting officer to present the final aw: &
decision to the Branch Head ensure integrity of the
acquisition actions.

g. For payment of contractor progress payments, the
COR/COTR will validate the correctness of the initial
invoice and forward invoices to NAVPERSCOM for
certification by the project management. The NAF resou:- es
manager will prepare payment vouchers for approval by t!-
Facilities and Acquisition Branch Head.

h. Contracts and resources management files will be
prepared and maintained to document all contract action:
required herein. All contract numbers, task order numbs &,
RFP numbers and modification numbers will be numbered
sequentially and recorded in a construction contract
acquisition log.

i. As a final check of the acquisition process
integrity and adherence to the pclicies of this
instruction, NAVFACENGCOM will conduct periodic PPMAP
visits.
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