AP 15.404-9		Weighted Guidelines Profit Objective and Instructions
	WEIGHTED GUIDELINES PROFIT OBJECTIVE

	1. CONTRACTOR IDENTIFICATION
	a. Name
	b. Division (if any)

	
	c. Street Address
	d. City
	e. State
	f. Zip

	2. TYPE OF ACQUISITION ACTION	(REFER TO FEDERAL PROCUREMENT DATA SYSTEMS-PRODUCT AND SERVICE CODES MANUAL, AUG 2015)
a.	Supplies & Equipment b.	Research & Development

	3. ACQUISITION INFORMATION
	a. Purchasing Offices
	b. Contract
Type
	c. RFP/RFQ No.

	
	
	d. FY
	e. Contract No.

	PROFIT OBJECTIVE COMPUTATION

	PROFIT
CONSIDERATIONS
	PROFIT	Assigned	Profit
MEASUREMENT BASE	Ranges	Weight	Dollars

	4. CONTRACTOR EFFORT
	
	
	
	

	a. MATERIAL ACQUISITIONS:
	
[image: ]
	
	
	

	(1) Purchased Parts
	
	1 to 3
	
	

	(2) Subcontracted Items
	
	1 to 4
	
	

	(3) Other Materials
	
	1 to 3
	
	

	b. LABOR SKILLS:
	[image: ]
	
	
	

	(1) Technical & Managerial
	
	
	
	

	(a)Scientific
	
	10 to 20
	
	

	(b)Project management/administration
	
	8 to 20
	
	

	(c)Engineering
	
	8 to 14
	
	

	(2) Manufacturing
	
	4 to 8
	
	

	(3) Support Services
	
	4 to 14
	
	

	c. OVERHEAD
	[image: ]
	


5 to 8
	
	

	(1) Technical & Managerial
	
	
	
	

	(2) Manufacturing
	
	3 to 6
	
	

	(3) Support Services
	
	3 to 7
	
	

	d. OTHER DIRECT COSTS
	[image: ]
	3 to 8
	
	

	e. G & A EXPENSE
	
[image: ]
	5 to 7
	
	

	f. TOTAL CONTRACTOR BASE EFFORT BASE COSTS
	(Total Lines 4.a. thru 4.e.)
	
	
	

	5. CONTRACT RISK
	
[image: ]
	0 to 8
	
	

	6. CAPITAL INVESTMENT (Facilities)
	
[image: ]
	5 to 20
	
	

	7. INDEPENDENT RESEARCH & DEVELOPMENT:
	
	
	
	

	a. PROGRAM INVESTMENT
	[image: ]
	5 to 7
	
	

	b. USE OF ITEMS DEVELOPED
	[image: ]
	0 to 20
	
	
$0

	8. SPECIAL PROGRAM PARTICIPATION
	
[image: ]
	-5 to +5
	
	

	9. OTHER CONSIDERATIONS
	
[image: ]
	-5 to +5
	
	

	10. PRODUCTIVITY/PERFORMANCE ADJUSTMENT
	
[image: ]
	0 to 4
	
	

	11. TOTAL PROFIT OBJECTIVE
	$0

	12. SUMMARY CONTRACT PRICE OBJECTIVE:
a. Contractor Effort Base Costs (Line 4.f, Col b.)
b. IR & D Cost (Line 7.a, Col. B.)
c. Subtotal of Profit Base
d. Facilities Capital Cost of Money (CAS 414) (Separately Computed)
e. Total Prospective Cost
f. Total Profit Objective (Line 11, Col. E.)
	
	13. REMARKS

	
	
	

	
	
	

	
	
	

	14. DATE:
	15. PREPARED BY:
	16. SIGNATURE






DOE Form 4220.23 Instructions. Instructions for boxes 1 through 16 appear below.

Items 1 thru 3 —Acquisition Identification Information defines basic acquisition information germane to profit analysis. Although these form requirements area are not covered in this chapter, more information can be found in the Federal Procurement Data Systems – Product and Service Codes Manual (August 2015).

Item 4 - Cost Objective by Cost Category details the Government’s pre-negotiation objectives by cost category. The measurement base (column b) is the proposed cost or price associated with each category (column a), broken down to the lowest subcategory. For example, Material Acquisitions is broken down into three subcategories. Appropriate weights will be applied to the cost or price of Purchased Parts, Subcontracted Items, and/or Other Materials, rather than to Material Acquisitions as a whole.

· Be sure to exclude any facilities capital cost of money included in your cost objectives from this portion of the DOE Form 4220.23.
· Be sure to exclude any government property (if applicable) included in your cost objective from this portion of the DOE Form 4220.23.
· Item 4e should include G&A expenses and all IR&D/bid and proposal expenses.
In selecting the appropriate profit range, the factors set forth in the following table are to be used. The factors and weight ranges for each factor shall be used in all instances where weighted guidelines are applied.

Item 5 —Contract Risk focuses on the degree of cost risk associated with the contract type. In selecting the appropriate weight range, the designated weight ranges are described in Table 1, Risk Considerations by Contract Type of the Weighted Guidelines Application Section.

In assigning the appropriate value of each profit factor, use the normal value for the proposed contract type, unless you can justify a higher or lower value. The normal value is typically the midpoint of the range, except where otherwise noted (e.g., the normal value for productivity/performance is 0). Elements to consider include:

· Length of contract,
· Adequacy of cost data projections,
· Economic environment,
· Nature and extent of subcontracted activity,
· Contractor protection under contract provisions (e.g., economic price adjustment clauses),
· Ceilings and share lines contained in incentive provisions, and
· When the contract contains provisions for performance-based payments:
· The frequency of payments,
· The total amount of payments compared to the maximum allowable amount specified at FAR 32.1004(b)(2), and
· The risk of the payment schedule to the contractor.
· When determining the appropriate value to assign, also assess the extent to which costs have been incurred prior to definitization of the contract action. Your assessment must consider any reduced risk on both the pre- definitization portion of the contract and the remaining portion of the contract. When costs are incurred prior to definitization, generally regard the contract risk to be at the low end of the range. If a substantial portion of the costs are incurred prior to definitization, you may assign a value as low as 0, regardless of contract type.
· Consider the period of substantive performance that you use to select the length factor:
· Is based on the time necessary for the contractor to complete the substantive portion of the work.
· Is not necessarily based on the entire period of time between contract award and final delivery (or final payment). It should exclude any periods of minimal contract performance.
· Should not be based on periods of performance contained in option provisions.
· Should not, for multi-year contracts, include periods of performance beyond that required to complete the initial program year’s requirements.
· Should be based on a weighted average contract length when the contract has multiple deliveries.
· May be estimated using sampling techniques provided the sampling techniques produce a representative result.
· After you determine the period of substantive performance, identify the interest rate determined semi-annually by the Secretary of the Treasury under Public Law 92-41. Calculate the working capital profit objective.

Item 6 —Capital Investment (Facilities) recognizes the contractor’s investment in land, buildings, and equipment. To assign the appropriate value to equipment employed:

· Relate the usefulness of the equipment to the goods or services being acquired under the prospective contract.
· Analyze the productivity improvements and other anticipated industrial base enhancing benefits resulting from the investment in equipment, including:
· The economic value of the equipment, value, idleness, and expected contribution to future energy needs; and
· The contractor’s level of investment in energy-related equipment as compared with the portion of the contractor’s total business that is derived from the DOE.
· [bookmark: _bookmark14]Consider any contractual provisions that reduce the contractor’s risk of investment recovery (e.g., termination protection clause, capital investment indemnification, and productivity-driven savings).
Item 7 - Independent Research and Development accounts for the extra risk of developing items with energy program applications on the contractor’s own initiative. For more details, see paragraph 2.4.4.

Item 8 – Special Program Participation applies to special circumstances relating to rewarding outstanding achievement in contractor participation in the Government’s Federal socioeconomic programs. For more details, see paragraph 2.4.5.

Item 9 - Other Considerations are for particular situations that may justify consideration of a profit allowance in addition to those specifically identified elsewhere in the guidelines. It may include a special factor that encourages contractors to reduce costs— the cost efficiency factor. Contracting officers may use this factor only when the contractor can demonstrate cost reduction efforts that benefit the pending contract. The following criteria are helpful with evaluating whether to use the cost efficiency factor:

· Actual cost reductions achieved on prior contracts;
· Reduction or elimination of excess or idle facilities;
· Contractor’s cost reduction initiatives (e.g., competition advocate programs, technical insertion programs, obsolete parts control programs, spare parts pricing reform, value engineering, and outsourcing of functions such as information technology). Metrics developed by the contractor such as fully loaded labor hours (i.e., cost per labor hours, including all direct and indirect costs) or other productivity measures may provide the basis for assessing the effectiveness of the contractor’s cost reduction initiatives over time;
· Contractor’s adoption of process improvements to reduce costs;
· Contractor’s effective incorporation of commercial items and processes; or
· Contractor’s investment in new facilities when such investments contribute to better asset utilization or improved productivity.
When selecting the percentage to use for this special factor, the contracting officer has maximum flexibility in determining the best way to evaluate the benefit the contractor’s cost-reduction efforts will have on the pending contract. However, the contracting officer should consider the impact that quantity differences, learning, changes in scope, and economic factors such as inflation and deflation will on cost reductions.
Item 10 – Productivity/Performance Adjustment. Contracting officers may use this factor only when the contractor can demonstrate benefit to the Government. It focuses on the contractor’s prior demonstrated ability to perform similar tasks effectively and economically. Paragraph 2.4.7 addresses this factor in more detail.

Item 11—Total Profit Objective is the sum of all profit objectives calculated in Items 4 through 9.

Item 12—Summary Contract Price Objective is a summary of the prospective negotiated contract price objective.

Items 14 thru 16 - Contracting Officer Approval. The DOE Form 4220.23 must be signed and dated by the contracting officer.
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