AP 15.408		Price Negotiation Memorandum Template
PRE-NEGOTIATION PLAN TEMPLATE
MEMORANDUM FOR THE RECORD:
SECTION I BACKGROUND

1. Requisition Number: 	

2. Contract/Modification Number: 	

3. Contractor's Proposal and Revision Number: 	
4. Contract Type: 	

5. Description of the Work (Provide a brief summary of the general scope of work encompassed by this action):  



6. Purpose of Negotiation  
	

7. Contractor's Negotiation Team (name, position, and organization of each individual):  



8. Government's Negotiation Team (name, position, and organization of each individual):  


9. Date and location of negotiation commencement: 
____________________________________________________________________________________

10. Date and location of negotiation completion: 
_____________________________________________________________________________________
SECTION II
SUMMARY OF TOTAL COST AND FEE/PROFIT OBJECTIVE



	
	Contractor Proposal
	Government Negotiation Objective
	Difference (Contractor-Gov't Objective)

	Total Cost
	$
	$
	$

	
	
	
	

	Fee/Profit
	$
	$
	$

	
	
	
	

	Total Price
	$
	$
	$


[Attach detailed breakdown and discussion of cost elements resulting in the negotiated outcome. Include a statement that based on the analysis and discussion provided in the pre-negotiation plan and the price negotiation memorandum, the total price is considered to be fair and reasonable.]

SECTION III
SUMMARY OF KEY DOCUMENTS, APPROVALS, AND COMPLIANCES


Key documents, approvals, and compliances applicable to this action: (check applicable items). Copies of marked documents are maintained in the original contract file.

Certified cost and pricing data was required and obtained along with a Certificate of Current Cost and Pricing Data executed by the contractor on 	/	/	.

The certified cost and pricing data was fully relied on in negotiating the cost/price.

The certified cost and pricing data was not fully relied on. Identify how the data was inaccurate, incomplete, or not current; the actions taken by the contracting officer; and the effect on the negotiated price:  	

Certified Cost and Pricing Data was not obtained based on the following exception in FAR 15.403:

 	. Where a waiver was granted, identify the date the waiver was granted, the name and position of the individual authorizing the waiver, the contractor or subcontractor to which the waiver applies.

Small Business Subcontracting Plan (or Revision) Received Pursuant to FAR 19.109 on
/	/	, reviewed by 	, and determined to be acceptable on 	/ /	. If the subcontracting plan is not required, identify basis for the exception 	.

Contractor is not debarred, suspended, or ineligible (FAR 9.4 and DEAR 909.4). Identify when this was verified and by whom:  	

Contractor is responsible (FAR 9 and DEAR 909.1).

Negotiated contract pricing is not materially unbalanced (FAR 15.404-1(g)).

Submission of DOE F 4220.10, Congressional Grant/Contract Notification, to the Office of Congressional and Intergovernmental Affairs for contract awards and modifications in accordance with Acquisition Playbook AP 5.302.
SECTION IV
STATUS OF CONTRACTOR'S BUSINESS SYSTEMS


No change in the status of the business systems identified in the pre-negotiation plan.

The status of the following business systems have changed (identify the business system, the change, and its impact):  	
SECTION V NEGOTIATION OBJECTIVES


A. Cost and Pricing Objectives (See Reference Notes for Detailed Analysis): In documenting the results of the negotiation, the contracting officer should identify each major element of cost and state whether the negotiation objectives were achieved. Where they were not achieved, the contracting officer should document the basis for negotiating an alternate cost, identify the basis of the variance from the Government's negotiation objective, the basis for determining that it is fair and reasonable including additional recommendations or findings from the auditors, evaluators, and others providing advisory assistance. In developing the price negotiation memorandum, it is not necessary to redact the analysis provided in establishing negotiation objectives as this documents and the pre-negotiation plan are intended to function as complementary documents. However, it must address each of the cost elements identified in the pre-negotiation plan.

	Element of Cost
	Contractor Proposed
	Government Negotiation Objective
	Variance (Proposed - Gov't Objective)
	Reference Note

	Direct Labor
	$
	$
	$
	A

	Labor Overhead
	$
	$
	$
	B

	Equipment
	$
	$
	$
	C

	Materials
	$
	$
	$
	D

	Material Overhead
	$
	$
	$
	E

	Travel
	$
	$
	$
	F

	Consultants
	$
	$
	$
	G

	Subcontracts
	$
	$
	$
	H

	Interorganizational Transfer
	$
	$
	$
	I

	Other Direct Costs
	$
	$
	$
	J

	Subtotal
	$
	$
	$
	

	G&A
	$
	$
	$
	K

	Subtotal
	$
	$
	$
	

	Facility Capital Cost of Money
	$
	$
	$
	L

	Total Cost
	$
	$
	$
	

	Fee/Profit
	$
	$
	$
	M

	
	
	
	
	

	TOTAL COST AND FEE
	$
	$
	$
	N



There should be an explicit determination indicating whether the negotiated price is determined to be fair and reasonable and whether the contract price(s) are materially balanced.

B. Other Negotiation Objectives and Issues

Identify the non-pricing related objectives established in the pre-negotiation plan. Indicate whether each of the objectives was achieved. Where the negotiation objective was not met, discuss the negotiated outcome, and the basis and rationale for accepting the negotiated outcome. In addition, identify additional issues presented at negotiations that were not originally discussed in the pre-negotiation plan.


Submitted By:

Contract Specialist			Date

Contracting Officer			Date 

Concurrence of:
	
Branch Chief				Date

Procurement Director			Date

Head of Contracting Activity		Date




REFERENCE NOTES
REFERENCE NOTE A: DIRECT LABOR

The price negotiation memorandum should state whether the Government's negotiation objective for direct labor was achieved. Where negotiations resulted in a departure from the established negotiation objective for total direct labor cost, including the constituent elements used in formulating the Government's negotiation objective (e.g., labor hours, labor categories, labor rates, and escalation), the price negotiation memorandum should identify and discuss the variances and the basis for accepting the variances.

A.1 Productive Direct Labor Hours
If there is a variance between the productive direct labor hours negotiated and the Government objective, the price negotiation memorandum should identify the labor category and associated labor hours to which the variance is attributed and provide a re-calculation of the productive direct labor hours. In addition, the price negotiation memorandum should indicate that a technical evaluation for this negotiated objective was obtained since changes in labor hours or skill mix may increase or decrease the risk of performance or cost efficiency. The price negotiation memorandum should identify the basis and methodology for determining that the negotiated productive labor hours and skill mix are reasonable including the disclosure of additional data provided by the contractor at negotiations or obtained by the Government through other sources. The technical evaluation must also address whether this negotiated skill mix, labor categories, and the productive hours proposed will be adequate to perform the work, and whether the negotiated skill mix is better aligned with the nature of the work or whether the contractor was able to provide supplemental data and analysis that its estimate was more reliable or accurate.
Estimated Productive Labor Hours (Year XXXX)


	Labor Category
	Contractor Proposed
	Government
Negotiation Objective
	Negotiated
	Variance
(Objective - Negotiated)

	
	
	
	
	

	
	
	
	
	

	Total
	
	
	
	




A.2 Direct Labor Rates
If there is a variance attributable to the direct labor rates accepted for negotiation purposes, the price negotiation memorandum should identify the labor category and associated labor rate and escalation factors attributing to the variance in the total direct labor cost.
Unburdened Labor Rates (Year XXXX)


	Labor Category
	Contractor Proposed
	Government
Negotiation Objective
	Negotiated
	Variance
(Objective - Negotiated)

	
	$
	$
	$
	$

	
	$
	$
	$
	$



Escalation Factors (Year XXXX)


	Labor Category
	Contractor Proposed
	Government
Negotiation Objective
	Negotiated
	Variance
(Objective- Negotiated)

	
	
	
	
	

	
	
	
	
	



The price negotiation memorandum should also document the basis for accepting alternate labor rates and escalation factors, particularly where it deviates from the DCAA recommendation or an approved FPRA. The price negotiation memorandum must document the data, methodology, and analysis used in deriving the alternate labor rates and escalation factors that are negotiated and indicate whether the negotiated labor rates and escalation factors were considered fair and reasonable.

A.3 Direct Labor Dollars
If there is a variance in the direct labor dollars, the price negotiation memorandum should state whether the negotiated cost is due to a variance in the labor hours, labor rates, and/or escalation factors and identify the paragraph in which the constituent elements giving rise to the variance are discussed. In addition, the direct labor dollars should be re-calculated and presented in a format similar to the following (as applicable):
Estimated Direct Labor Dollars (Year XXXX)


	
Labor Category
	Contractor Proposed
	Government Negotiation
	
Negotiated
	Variance
(Objective- Negotiated)

	
	$
	$
	$
	$

	
	$
	$
	$
	$

	Total
	$
	$
	$
	$



The price negotiation memorandum should indicate whether the total negotiated direct labor dollars are considered fair and reasonable.

REFERENCE NOTE B: LABOR OVERHEAD

If there is a variance in the labor overhead, the price negotiation memorandum should state whether the variance is attributable to a change in the labor overhead rates themselves or whether it is a flow down from a change in the base of application, e.g., labor hours. The labor overhead dollars should be re- calculated and presented in a format similar to the following:
Labor Overhead Rates (Year XXXX)


	Labor Overhead
Category
	Contractor Proposed
	Government
Negotiation Objective
	Negotiated
	Variance
(Objective- Negotiated)

	Off-Site Engineering Labor
	
	
	
	

	On-Site Engineering
Labor
	
	
	
	

	Manufacturing Labor
	
	
	
	


Estimated Labor Overhead Dollars (Year XXXX)


	Labor Overhead
Category
	Contractor Proposed
	Government
Negotiation Objective
	Negotiated
	Variance
(Objective- Negotiated)

	Off-Site Engineering Labor
	$
	$
	$
	$

	On-Site Engineering Labor
	$
	$
	$
	$

	Manufacturing Labor
	$
	$
	$
	$

	Total
	$
	$
	$
	$



The price negotiation memorandum should indicate whether the total negotiated direct labor dollars are considered fair and reasonable.

REFERENCE NOTE C: EQUIPMENT

The price negotiation memorandum should state whether the Government's negotiation objective for equipment was achieved. Where negotiations resulted in a departure from the established negotiation objective, the price negotiation memorandum should identify, in a format similar to the one presented below, and discuss the variances, the basis for accepting the variances.
Estimated Equipment Cost (Year XXXX)


	Equipment
	Contractor Proposed
	Government
Negotiation Objective
	Negotiated
	Variance
(Objective- Negotiated)

	
	$
	$
	$
	$

	
	$
	$
	$
	$

	Total
	$
	$
	$
	$



REFERENCE NOTE D: MATERIALS

The price negotiation memorandum should state whether the Government's negotiation objective for this cost element was achieved. Where negotiations resulted in a departure from the established negotiation objective, the price negotiation memorandum should identify, in a format similar to the one presented below, and discuss the variances, the basis for accepting the variances.
Estimated Material Cost (Year XXXX)


	Description of Materials
	Contractor Proposed
	Government
Negotiation Objective
	Negotiated
	Variance (Objective- Negotiated)

	
	$
	$
	$
	$

	
	$
	$
	$
	$

	Total
	$
	$
	$
	$



REFERENCE NOTE E: MATERIAL OVERHEAD

The price negotiation memorandum should state whether the Government's negotiation objective for this cost element was achieved. Where negotiations resulted in a departure from the established negotiation objective, the price negotiation memorandum should state whether the variance is attributable to a change in the overhead rates themselves, whether it is a flow down from a change in the base of application, e.g., cost of materials, and the basis for accepting the negotiated cost. The material overhead dollars should also be re-calculated and presented in a format similar to the following:
Material Overhead Rates (Year XXXX)


	Material
Overhead Category
	Contractor Proposed
	Government
Negotiation Objective
	Negotiated
	Variance
(Objective - Negotiated)

	Off-site
Material Overhead
	
	
	
	

	On-site
Material Overhead
	
	
	
	


Estimated Material Overhead Dollars (Year XXXX)


	Material
Overhead Category
	Contractor Proposed
	Government
Negotiation Objective
	Negotiated
	Variance
(Objective - Negotiated)

	Off-site
Material Overhead
	$
	$
	$
	$

	On-site
Material Overhead
	$
	$
	$
	$

	Total
	$
	$
	$
	$



REFERENCE NOTE F: TRAVEL
The price negotiation memorandum should state whether the Government's negotiation objective for this cost element was achieved. Where negotiations resulted in a departure from the established negotiation objective, the price negotiation memorandum should state the source of the variance, changes in assumptions about the frequency of travel, origination and destination points, number of travelers, etc. The travel dollars should also be re-calculated and presented in a format similar to the following:
Estimated Travel Cost (Year XXXX)


	Travel Category
	Contractor Proposed
	Government
Negotiation Objective
	Negotiated
	Variance
(Objective - Negotiated)

	Non-local
Travel
	$
	$
	$
	$

	Local Travel
	$
	$
	$
	$

	Total
	$
	$
	$
	$



REFERENCE NOTE G: CONSULTANTS

The price negotiation memorandum should state whether the Government's negotiation objective for this cost element was achieved. Where negotiations resulted in a departure from the established negotiation objective, the price negotiation memorandum should state the source of the variance, changes in the labor hour, skill mix, labor rates, etc. Where there is a departure from the established negotiation objective, the consultant labor hours, rates, and total costs should be recalculated similar to the format provided below for a labor hour arrangement:
Consultant Labor Rates (Year XXXX)


	Consultants Labor Category
	Contractor Proposed
	Government
Negotiation Objective
	Negotiated
	Variance
(Objective - Negotiated)

	
	$
	$
	$
	$

	
	$
	$
	$
	$

	
	$
	$
	$
	$

	
	$
	$
	$
	$


Estimated Consultant Labor Hours (Year XXXX)


	Consultants Labor Category
	Contractor Proposed
	Government
Negotiation Objective
	Negotiated
	Variance
(Objective - Negotiated)

	
	
	
	
	

	
	
	
	
	

	Total
	
	
	
	


Estimated Consultant Labor Dollars (Year XXXX)


	Consultants Labor Category
	Contractor Proposed
	Government
Negotiation Objective
	Negotiated
	Variance
(Objective - Negotiated)

	
	$
	$
	$
	$

	
	$
	$
	$
	$

	Total
	$
	$
	$
	$



REFERENCE NOTE H: SUBCONTRACTS

The price negotiation memorandum should state whether the Government's negotiation objective for this cost element was achieved. Where negotiations result in a departure from the established negotiation objective, the price negotiation memorandum should, in a cost reimbursement subcontract, identify and discuss the subcontractor's element of cost to which the variance is attributed, the basis for accepting the negotiated values.
Estimated Subcontractor Cost (Year XXXX)


	Subcontractor
	Contractor Proposed
	Government
Negotiation Objective
	Negotiated
	Variance
(Objective - Negotiated)

	
	$
	$
	$
	$

	
	$
	$
	$
	$

	Total
	$
	$
	$
	$




REFERENCE NOTE I: INTERORGANIZATIONAL TRANSFER

The price negotiation memorandum should state whether the Government's negotiation objective for this cost element was achieved. Where negotiations resulted in a departure from the established negotiation objective, the price negotiation memorandum should state the source of the variance, changes in assumptions.

Inter-organizational Transfer Cost (Year XXXX)


	Description of
Transfer
	Contractor Proposed
	Government
Negotiation Objective
	Negotiated
	Variance
(Objective - Negotiated)

	
	$
	$
	$
	$

	
	$
	$
	$
	$

	Total
	$
	$
	$
	$




REFERENCE NOTE J: OTHER DIRECT COSTS
The price negotiation memorandum should state whether the Government's negotiation objective for this cost element was achieved. Where negotiations resulted in a departure from the established negotiation objective, the price negotiation memorandum should state the source of the variance and the basis for accepting the negotiated outcome. Where the negotiated results depart from the Government's established objective, the variance should be calculated in a format similar to the following.Estimated Other Direct Costs (Year XXXX)


	Description of ODCs
	Contractor Proposed
	Government
Negotiation Objective
	Negotiated
	Variance
(Objective - Negotiated)

	
	$
	$
	$
	$

	
	$
	$
	$
	$

	Total
	$
	$
	$
	$




REFERENCE NOTE K: GENERAL AND ADMINISTRATIVE (G&A)
The price negotiation memorandum should state whether the Government's negotiation objective for this cost element was achieved. If there is a variance in the general and administrative cost, the price negotiation memorandum should state whether the variance is attributable to a change in the rates themselves or whether it is a flow down from a change in the base of application. The labor overhead dollars should be re-calculated and presented in a format similar to the following:
G&A Rate (Year XXXX)


	
	Contractor Proposed
	Government
Negotiation Objective
	Negotiated
	Variance
(Objective - Negotiated)

	G&A Rate
	
	
	
	

	
	
	
	
	

	Total
	
	
	
	



Estimated G&A Cost (Year XXXX)


	
	Contractor Proposed
	Government
Negotiation Objective
	Negotiated
	Variance
(Objective - Negotiated)

	G&A Cost
	$
	$
	$
	$

	
	$
	$
	$
	$

	Total
	$
	$
	$
	$



REFERENCE NOTE L: FACILITIES CAPITAL COST OF MONEY (FCCOM)

The price negotiation memorandum should state whether the Government's negotiation objective for this cost element was achieved. If there is a variance in the facilities capital cost of money, the price negotiation memorandum should state whether the variance is attributable to a change in the rate itself or whether it is a flow down from a change in the base of application. The FCCOM dollars should be re- calculated and presented in a format similar to the following:
FCCOM Rate (Year XXXX)


	
	Contractor Proposed
	Government
Negotiation Objective
	Negotiated
	Variance
(Objective - Negotiated)

	FCCOM Rate
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	




FCCOM Expense (Year XXXX)


	
	Contractor Proposed
	Government
Negotiation Objective
	Negotiated
	Variance
(Objective - Negotiated)

	FCCOM
Expense
	$
	$
	$
	$

	Total
	$
	$
	$
	$



REFERENCE NOTE M: FEE/PROFIT

The price negotiation memorandum should state whether the Government's negotiation objective for fee was achieved. Where negotiations resulted in a departure from the established negotiation objective, the price negotiation memorandum should state the source of the variance and the basis for accepting the negotiated outcome. Where the negotiated results depart from the Government's established objective, the variance should be calculated in a format similar to the following:
Fee Percentage (Year XXXX)


	Type of Fee
	Contractor Proposed
	Government Negotiation
Objective
	Negotiated
	Variance (Objective -
Negotiated)

	Base Fee
	%
	%
	%
	%

	Incentive Fee
	%
	%
	%
	%

	Total
	%
	%
	%
	%


Fee Dollars (Year XXXX)


	Type of Fee
	Contractor Proposed
	Government
Negotiation Objective
	Negotiated
	Variance
(Objective - Negotiated)

	Base Fee
	$
	$
	$
	$

	Incentive Fee
	$
	$
	$
	$

	Total
	$
	$
	$
	$



Where there is a variance from the Government objective as a result of differences in the cost elements and risk, the negotiator should re-apply the weighted guidelines (or alternate profit and fee technique in accordance with DEAR 915.404-4770) to ensure that the negotiated fee levels are reasonable and well supported. 

