311 HSW/PKMPF

GUIDE FOR PREPARING PRICE PROPOSALS 

1.   INTRODUCTION:  The following guidelines have been prepared to assist you in developing price proposals in a manner that will expedite the Government analysis, and reduce the time between proposal receipt and contract award. These guidelines are applicable to noncompetitive proposals for basic contracts/task orders, options, and any modifications thereto. While the guidelines will not address all possible cost/price areas, the major/most common cost/price elements are addressed.  

2. GENERAL COMMENTS: Most Government requirements involve several individual subtasks, that when totaled, are equal to the total proposed contract amount. Proposals should be structured such that details are provided for each individual subtask. A summary worksheet should be provided that shows totals for all individual tasks combined. Hard copies and electronic copies (Microsoft Excel) of proposals are required; the Request for Proposal (RFP) will stipulate the number of copies required. The electronic version should be constructed whereby all separate subtasks roll-up into the summary worksheet. 

3. Submission of cost or pricing data and Certification in accordance with FAR 15.406-2 is required when your total proposed price is $550,000 or more, unless an exemption under FAR 15.403-1 applies. See FAR part 15, table 15-2, for proposal preparation general instructions when submission of cost or pricing data is required. 

4. The following is a discussion of major cost/price elements and the documentation and/or information required to support the proposed price. 

A.   DIRECT LABOR: 

(1) LABOR HOURS: Identify labor hours for each individual labor category required to perform the task. Provide an explanation of the method used to estimate the proposed labor hours.

(2) LABOR RATES: Show base labor rates associated with each labor category. Base rates are the hourly rates that the employees will actually be paid for performance under the contract. Explain the basis for the proposed labor rates. The most common basis for proposed rates is the actual rate the employee is currently being paid. Should your company propose a composite labor rate for a particular labor category, you must provide a separate worksheet that identifies individuals, their rate, and the weighting assigned to each rate to arrive at the single composite rate. When the contract performance period extends past the point where employees normally receive annual cost of living increases, the rates will require adjustment to reflect what the employee will receive for each additional period. The method used to escalate rates for additional periods will need to be explained, to include the basis for the escalation factors used and the date that pay increases are effective. If your company has a current Forward Pricing Rate Agreement (FPRA), identify the cognizant Administrative Contracting Officer (ACO) and their location. Of course, if the particular contract has negotiated fully burdened labor rates for your company, you would use those rates. 

B. INDIRECT RATES: Common indirect rates are Labor Overhead, Fringe Benefits, Material handling, General & Administrative (G&A), Bid and Proposal (B&P), Facilities capital Cost Of Money (FCCOM), etc. In the proposal, show each individual rate and describe the allocation base. The allocation base is the cost category that the rate is multiplied by to calculate the indirect dollars. An example is a labor overhead rate applied to direct labor dollars; the later being the allocation base. If contract performance extends over more than one fiscal year/accounting period, rates need to be identified for each year. If your company does not have a current FPRA and the Defense Contract Audit Agency (DCAA) has not recently audited your rates, an Audit/rate review will be required. 

C. MATERIAL COSTS: Provide a list showing each material item being proposed, the associated unit price, the quantity, and the item total dollar amount. Explain the basis for each unit price. Provide supporting documents such as copies of competitive bids, current vendor quotes, purchase orders, catalog pages, etc. 

D. SUBCONTRACTS: Identify each individual subcontractor, the total amount of the subcontract, and identify the type of contractual arrangement, i.e. Firm Fixed Price, Cost Plus Fixed Fee, Etc. Provide a cost breakdown for each sole source subcontract proposed, and a justification for not obtaining competitive bids. For competitive subcontracts, provide copies of competitive proposals. Obtain cost or pricing data from subcontractors whose subcontract price is $10,000,000 or more, or the subcontract price is $550,000 or more and is 10% or more of the total proposed contract price, unless an exemption under Far 15.403-1 applies. Subcontractors who are required to submit cost or pricing data will be required to submit a certificate of current cost and pricing data upon completion of your negotiations. The prime contractor is responsible for determining that subcontract prices are reasonable. The prime contractor is required to provide a written explanation to the Contracting Officer that details the analysis performed that lead to the reasonableness determination.

E. TRAVEL: The following information is required for each trip proposed:

1.   Purpose of Travel

2. Points of travel (Origin & Destination)

3. Number of persons traveling

4. Trip duration; Number of days

5. Airfare cost

6. Daily lodging rate

7. Daily meals rate

8. Automobile daily rental rate

9. Other costs such as mileage to airport, and airport parking

Provide the basis for pricing airfares, automobile rental, and other costs. Daily lodging, meals, and mileage should be proposed using official US Government rates.  All of the above should be included in an Excel spreadsheet which computes the total cost of each trip as well as the total for all trips proposed.

F. OTHER DIRECT COSTS (ODCs): ODCs can include many different cost categories. Some typical ODCs are document reproduction, telephone, various supplies, and shipping. Each ODC category needs to be identified along with unit price, quantity, and total dollar amount. The basis of the proposed cost must be explained, and documents supporting the proposed costs provided.

G. PROFIT/FEE: Profit/Fee Dollar values must be separately identified.  

5. It is absolutely necessary that the above information be provided at the time of proposal submission. 

