
Cost Analysis

RFP Number S-[NUMBER]
FAR 15.404-1(c)

Contract for [DESCRIBE]



Contractor’s Proposal

Pre-Negotiation Position
Direct Material:

Material Overhead:

Direct Labor

Direct Labor Rates:

Overhead Rates:

G&A Rates (if applicable)

Other Direct Charges (ODC)

Profit

Total Price:

Material:

· Summary of source and contractor’s estimates, vendor purchase orders, quotes, competition, catalog items, estimates, prior history.

· Attrition/Scrap/Variance factors applied to the net bill of material.

· Summary of field sampling technique.  Dollar percentage of items reviewed to total dollar value of bill of material.

· Historical negotiation reduction factor prime contractor experiences when converting vendor quotes to firm purchase orders.

· Utilize most recent historical actual cost for analysis of items.

· Compare unit prices for items with historical prices.

· Identify the quantity and value of recurring and nonrecurring material.

Material Overhead:

· Summary of contractor proposed rates and basis for rates per year.

· Discuss historical rate actuals.

· Identify material base to which the rate applies.

· Summary of negotiator’s analysis in determining rates for the development of the pre-position.

Direct Labor

· Summary of contractor’s approach and basis for estimate by individual labor category.

· Provide historical actual hours per each labor category.

· Identify recurring and non-recurring hours.

· Identify hours which are quantity related and which are time related.

· Summary of negotiator’s approach to develop pre-position.

Direct Labor Rates:

· Summary of contractor’s proposed rates per year and basis for development.  Discuss effect of union agreement, if applicable.  Identify when cost of living or merit pay adjustment are scheduled.

· Address rates of increase for executive compensation, salaries, wages and employee benefits as it applies to the planned aggregate of all types of labor (both direct and indirect) increases (e.g., cost of living allowances, merit increased and performance bonuses) as well as to employee fringe benefits (e.g., lower deductible for employee’s are of medical and dental insurance premiums, changes in employer’s share of salaried savings plans, increased vacation/sick leave/holiday).

· Discuss historical actuals.

· Summary of the negotiator’s analysis for determining rates used to develop the pre-position.

Overhead rates:

· Summary of contractor’s proposed rates per year and basis for estimate.

· Discuss historical actuals using correlative analysis of the base to experience rate. 

· Summary of the negotiator’s analysis for determining composite rates used to develop the pre-position.

· Discuss any ceilings on rates.

· Identify and discuss wage escalation included in rates.

G&A (General and Administrative Expenses)

· Same as overhead rates.

Other Direct Charges:

· Summary of contractor’s proposed expenses and basis for estimate.

· Negotiator’s analysis supported by actuals and historical analysis supported by actuals and historical data.

Structured Approach

Profit/Fee

Contractor
RFP/Contract No.

Business Unit
Contract Type

Address

Contractor Effort

1.  Cost Category
Government’s

Cost Objective

(a)
Weight Range

(b)
Assigned Weight

(c)
Weighted Profit/Fee

((a) x (c))

(d)

Material Acquisition













1% to 5%





(.01 to .05)









Direct Labor













4% to 15%





(.04 to .15)









Overhead













4% to 9%





(.04 to .09)









Other Costs













1% to 5%





(.01 to .05)



General Management (G&A)

4 % to 8%





(.04 to .08)









1.A Total
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Structured Approach 

Profit/Fee Objective

2.

Factor
Measurement Base

(a)
Weight Range

(b)
Assigned Weight

(c)
Weighted Profit/Fee

1.A(a) x (c)

(d)

Cost Risk

0% to 7%

(o to .07)



Investment

-2% to +2%

(-.02 to + .02)



Performance

-1% to +1%

(-.01 to +01)



Socioeconomic Programs

-.5% to +.5%

(-.05 to + .05)
0
0

Special Situations





2.A  Total Other Factors





3.  Subtotal Profit/Fee

Lines 1.A(d) (from page 1) + 2.A(d)






4.  Less Facilities Capital Cost of Money



5.  Total Profit/Fee Objective Line 3 - 4
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Rationale

Structured Approach Profit/Fee Objectives

Contract No. [CONTRACT NUMBER]

A Structured Approach Profit/Fee Objective, HHS-674, was developed for this [Type of Contract] contract.  A rationale of the Government’s profit objective is detailed as follows:

Material Overhead

The profit weight measurement for this element is 1% to 5%.  The weight of [PERCENTAGE]% was determined the assigned weight.

Direct Labor
The profit weight range for direct labor is 4% -15%.  The weight of [PERCENTAGE]% was determined the assigned weight within the labor category.  [RATIONALE]

Overhead

The provide weight range for this element is 4%-9%. The weight of [PERCENTAGE]% was determined the assigned weight within the labor category.  [RATIONALE]

Other Costs

The profit weight measurement for this element is 1%-5%. The weight of [PERCENTAGE]% was determined the assigned weight within the labor category.  [RATIONALE]

General Management - G&A

The profit weight measurement for this element is 4%-8%. The weight of [PERCENTAGE]% was determined the assigned weight within the labor category.  
[RATIONALE]

Other Cost Factors

Cost Risk

The profit weight range for this element is from 0%-7%. The weight of [PERCENTAGE]% was determined the assigned weight within the labor category.  [RATIONALE]

Investment

The profit weight range for this element is from -2% - +2%. The weight of [PERCENTAGE]% was determined the assigned weight within the labor category.  [RATIONALE]

Performance

The profit weight range for this element is from -1% - +1%. The weight of [PERCENTAGE]% was determined the assigned weight within the labor category.  [RATIONALE]

Socioeconomic Program.

The profit weight range for this element is from -.5% - +5%.  The weight of 0% was determined the assigned weight within the labor category because socioeconomic programs are not mandatory for overseas procurements.

Special Situations

[RATIONALE]

Total Profit/Fee Objective

The results of the analysis allowed the Contract a profit/fee of $[AMOUNT] or [PERCENTAGE]%.

___________________________

_________________________

Contracting Office Signature


Date

