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CONTRACT PRICING and UNSOLICITED PROPOSALS 

JANUARY 2004

VERSION 1.2

SUMMARY OF CHANGES

	Date
	Description

	December 2002
	First edition published.

	September 2003
	Minor change made to state that the Price Negotiation Memorandum Checklist would no longer be identified as an AFSPC Form 25.  

	January 2004
	Added language to Chapter 1 stating that a PNM Checklist Guide can be found in Chapter 3.

Added a Price Negotiation Memorandum (PNM) Checklist Guide in Chapter 3.
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PART 1 - Contract Pricing 

1.1 Proposal Analysis Technique -- Technical Evaluation.  Local procedures should be established for contracting officers on coordinating request for technical evaluation on price analysis.

1.2 Documenting the Negotiation.  

    (a) For non-competitive acquisitions, a Price Negotiation Memorandum (PNM) in the format described in the PNM Checklist (formerly known as AFSPC Form 25) is required following the end of a negotiation resulting in agreement on price or cost.  Local procedures should be established for the distribution of PNMs to the Defense Contract Audit Agency (DCAA) and Defense Contract Management Agency (DCMA).

    (b) All PNMs should address the relevant topics as set forth in the PNM Checklist.  Local reproduction of the checklist is authorized and may be filed in the contract file under TAB 41 of the AFSPC Form 33, Solicitation/Contract File Folder Index.

    (c) For competitive, negotiated acquisitions using a trade-off process, the proposal analysis report (PAR) or trade-off documentation should address the role price/cost played in the selection decision, including any cost realism analysis conducted.

    (d) The PNM Checklist Guide is depicted in Chapter 3.  The PNM Checklist is located on the AFSPC Contracting Toolkit Part 15.

https://www.peterson.af.mil/hqafspc/contracting/checklistindex.htm


PART 2 - UNSOLICITED PROPOSALS

2.1 RESPONSIBILITIES OF UNSOLICITED PROPOSAL MONITOR (UPM)

    (a) Either brief or provide written notification to the Technical Evaluator of their responsibilities for handling and safeguarding the unsolicited proposal (UP) IAW paragraph 2.4 of this guide.

    (b) The UPM should maintain a log containing at least the following data:

        (1) Who submitted the proposal?

        (2) The title and a brief description of the proposal.

        (3) The date of the proposal and the date it was received for processing.

        (4) The number of copies received and reproduced.

        (5) The offices evaluating the proposal.

        (6) The date the proposal is sent for evaluation and the date evaluation is to be completed.

        (7) The decision to accept, reject, transfer to another agency, or request additional data.

        (8) The date the decision is provided to the submitter.   

    (c) Other AFSPC personnel are responsible for evaluating UPs forwarded for evaluation from their servicing AFSPC contracting office.  

2.2 SUBMISSION AND RECEIPT OF UNSOLICITED PROPOSALS
    (a) Receipt.  The UPMs appointed under AFSPCFARS 5315.606(a) are designated as the "contact points" to coordinate the receipt and handling of UPs.

    (b) Submission.  

        (1) Unsolicited proposals being submitted for United States Space Command, North American Aerospace Defense Command, or Air Force Technical Applications Center, implementation at AFSPC locations should not be submitted directly to Air Force Space Command offices.  However, to obtain the best evaluation possible, UPs should indicate the primary AFSPC offices that would be interested in the proposal subject matter.

        (2) UPs intended for AFSPC implementation should be submitted to the servicing AFSPC contracting office for processing.  

        (3) When UPs are submitted to AFSPC offices, other than contracting offices, forward all copies of the UP to the servicing contracting office; “Attn: Unsolicited Proposal Monitor”.  Indicate which AFSPC office can best evaluate the proposal.  Personnel assigned to HQ AFSPC should forward UPs to 21st CONS. 

    (c) Tenant activities including unified or major commands and divisions of Air Force major commands process UPs according to the procedures of their command.  If AFSPC contracting office processing (of UPs) is provided for by support agreement, forward the proposal as above.          

2.3 EVALUATING UNSOLICITED PROPOSALS  

    (a) AFSPC personnel receiving UPs for evaluation should:

        (1) Acknowledge receipt from the UPM and indicate whether the initial suspense can be met.

        (2) Advise the UPM if a different or an additional AFSPC office is best able to judge the merit of the proposal.

        (3) Screen the UP for validity, using the FAR 15.603 criteria.

        (4) Evaluate the technical merits of the proposal, applying the criteria in FAR 15.606-2.

        (5) Safeguard the proposal ensuring that proprietary data are used only for evaluation and not otherwise disclosed.  

        (6) Report the results of the screening and evaluation to the UPM, along with any requests for additional information and any comments.  If the proposal is not recommended for adoption, but may be of interest to another agency, include the contact point and address for that agency.

        (7) In exceptional cases, and with consent of the UPM, contact the submitter directly for clarification or additional data needed to evaluate the proposal. 

2.4 HANDLING AND SAFEGUARDING OF UNSOLICITED PROPOSALS
    (a) Personnel receiving, monitoring, and evaluating UPs are responsible for ensuring that information in the proposals is not disclosed to persons not directly involved in evaluation of the proposal.

    (b) Personnel who receive UPs directly from the submitters, or from other agencies will take note of the number of copies received and who else has seen the proposal.  Send all copies of the UP to the UPM, do not retain or make a copy, and advise the UPM of the persons having access to the proposal.

    (c) The office having responsibility for proposal evaluation will keep a record of the personnel reviewing the proposal and submit that record to the UPM with the evaluation results.  Do not make additional copies of the UP without the consent of the UPM.  Evaluation personnel will leave the cover sheet on the UP while it is in their possession and protect the UP the same as "For Official Use Only" and "Source Selection Sensitive" information. 

    (d) Contact the UPM if evaluation by outside, non- government, personnel is necessary.       

2.5 DISPOSITION OF UNSOLICITED PROPOSALS
    (a) UPs receiving a favorable evaluation and a recommendation to accept for negotiation of a contract are transferred by the UPM to the appropriate contracting officer, including all copies and the record of who has had access to the proposal, and the log is kept open to record the contract data.

    (b) UPs receiving unfavorable evaluations or not recommended for acceptance for contract negotiation are returned to the UPM, including all copies and the record of who has had access to the proposal.  The UPM disposes of the proposal in accordance with AFMAN 37-139, Table 64-3, Rule 11 (was formerly AFR 4-20), unless another rule applies to the individual circumstances, and the log is closed.

PART 3 – Price Negotiation Memorandum Checklist Guide 

PNM CONTENTS CHECKLIST GUIDE

I. PNM CONTENTS CHECKLIST



A. Preliminaries:




(1) State what type of memorandum is being presented.




(2), (3), (4) Display the contractor’s full legal name with which you will be contracting. 




(5) Describe item or service acquired. A one or two-word nomenclature or program/project name or title is all that is needed.  A more in depth discussion can be provided in the “Acquisition Situation” portion of the PNM. 




(6) Self-Explanatory. 




(7) Self-Explanatory. 




(8) Self-Explanatory. 




(9) Self-Explanatory. 




(10) If both the solicitation and contract numbers are known, list both. 




(11) Show Modification Number IAW DFARS 204.7004. 




(12) Self-Explanatory. 




(13) Self-Explanatory. 




(14) Self-Explanatory. 




(15) Self-Explanatory. 




(16) Self-Explanatory. 




(17) Self-Explanatory. 



B. Introductory Summary:




(1) Procurement Background (previous buys):








(a) Self-Explanatory.








(b) Self-Explanatory.








(c) Self-Explanatory.








(d) Self-Explanatory.








(e) Self-Explanatory.








(f) If difference is significant.  Use same judgment as used when deciding competitive differences.




(2) State Name of the Project. 




(3) Self-Explanatory. 




(4) Information should come from a current or recent DCAA audit discussing potential impacts or CAS non-compliance if available. 




(5) Self-Explanatory. 




(6) Self-Explanatory. 




(7) Is basis/rationale behind the numbers used to establish the government objective position in the PNM? 




(8) Self-Explanatory.




(9) Following the opening narrative, the memorandum should provide a tabular summary of the proposed, objective and considered negotiated position (for final PNM), reflecting the total cost, total profit/fee, then total price. (original or latest update/revised). 

Example:

                  Proposed         AF Objective         Negotiated

Total Cost -      $575,000         $535,000              $550,000

Total Profit -     $57,500          $42,800               $49,500

Total Price -     $632,500         $577,800              $599,500

Profit Rate -        10%              7%                     9% 



C. Particulars: 




(1) Self-Explanatory.




(2) Self-Explanatory.




(3) Self-Explanatory.




(4) Self-Explanatory.




(5) Self-Explanatory.



D. Acquisition Situation:



(1) Self-Explanatory.




(2) Self-Explanatory.




(3) Self-Explanatory.




(4) Outside influences is referring to anything that has a direct impact on the negotiated price, otherwise N/A. 




(5) Unusual time constraints that has a direct impact on the negotiated price, otherwise N/A. 




(6) This should be discussed in any DCAA report or if no audit used, then any contracting officer findings of unsupported or unresolved costs that are currently known or still exists from previous audit.  If the situation existed from a previous audit, find out if it was resolved and how. 




(7) Self-Explanatory. 




(8) Self-Explanatory. 




(9) Did you negotiate total price?



E. Negotiation Situation:



(1),(2),(3),(4) Every element of cost should contain tabular of contractor proposed, government objective and negotiated dollar amounts and rates utilized.  There should be an associated narrative that follows and discusses the basis/rationale what was used in the development for the proposed, the objective and negotiated position.  (i.e. the contractor’s proposed material costs were based on a combination of vendor competitive quotes, purchase history, or whatever the basis of proposed costs.  The government team reviewed the proposed competitive quotes and purchase history and no exceptions were taken.  Therefore the government objective position incorporates the material costs as proposed or DCAA reviewed the proposed material in audit no XXXXXXXX, dated XX XXX XXXX and no exceptions were noted.  Therefore the contracting officer has incorporated the contractor’s material costs, as proposed, in the government objective.  These same material costs were sustained in the negotiated position.  The contractor’s labor hours were based on historical data from the previous contract.  The technical team compared historical hours costs on the current/previous contract number XXXXXX-XX-X-XXXX, to this requirement and no exception was taken to the proposed costs and incorporated into the government objective.  The labor hours contained in the government objective were sustained during negotiations. Similar discussion format should be incorporated for every cost element discussion, to include any explanation/rationale/basis for any differences in the proposed, objective, and negotiated positions, if applicable. The narrative should also site, where in the contract file, the supporting documentation can be reviewed.

The following is an example of cost element tabular format, which can be tailored to the requirement and can be as detailed as deemed necessary. 

             Proposed            AF Objective         Negotiated
Base Material -   $250,000            $225,000             $240,000 

Direct Labor -    $750,000            $725,000             $735,000 

Rates: 

Technical -       $25.00hrly          $20.00hrly           $20.00hrly 

Management -      $40.00              $35.00               $37.50 

Administrative -  $17.00              $15.00               $15.00 

Labor Overhead -  $900,000            $797,500             $845,250 

Lab or O/H -       120.0%              110.0%               115.0% 

OR G&A - 

OR BOTH 

Subcontract -       N/A                   N/A                  N/A 

Other Direct -    $325,000            $300,000             $315,000 

Costs 

Total Costs -   $2,225,000          $2,047,500           $2,135,250 

Profit dollars - $ 300,375            $225,225             $256,230 

Profit Rate -       13.5%               11.0%                12.0%

Total Price -   $2,525,375          $2,272,725           $2,391,480 




(5)(a)(b)(c)(d) – Discuss how subcontract costs were evaluated IAW FAR 15.404-3. 




(6)(a),(b),(c) – This discussion can be part of the cost element narrative. 




(6)(d) - Discuss profit analysis used IAW FAR 15.404-4. 




(7),(8),(9) – Self-Explanatory 



F. Miscellaneous:




(1) Any pricing information used in an advisory capacity to form the objective position should be discussed. Describe the type/source of information used, a report number and date, if applicable. Informal field reports could be any verbal information gathered from DCAA, DCMA, local technical and pricing offices. 




(2) Discussed what pricing information was used and its source, to form your objective position, if no advisory reports were used. 




(3) Unless there is good rationale, you would always be relying on the cost or pricing data provided by the contractor.  Even when an audit is obtained, the audit agency relies on the cost or pricing data obtained from the contractor. 




(4) Self-Explanatory.  The fair and reasonable statement will include type of proposal analysis technique was used. Site type IAW FAR 15.404. 




(5) Self-Explanatory.




(6) Self-Explanatory.




(7) Self-Explanatory.




(8) Self-Explanatory.



G. Attachments:




(1) The DD Form 1547 will be provided at the time the Pre-PNM is going through the review process.  This should reflect the same profit and dollars shown in the government objective position. There may be an instance where the weighted-guidelines results in a higher profit rate than being proposed. What rate (proposed or DD1547) and why used should be explained in the profit element narrative of the PPNM.




(2) Self-Explanatory.




(3) Self-Explanatory.




 (4) Others to include proposed, objective, and negotiated spreadsheet positions generated by the contract specialist, contracting officer, or price analyst.  All pricing advisory reports or information discussed in the PNM.  If you do not attach these documents then reference in the contract file, where the reader of the PNM and go to verify and or review. 
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