September 1999

CHECKLIST FOR THE FINAL PRICE DETERMINATION

OF FIXED PRICE INCENTIVE CONTRACTS

1. Reference FAR Clause 52.216-16 Incentive Price Revision--Firm Target (Oct 1997)


{This clause is prescribed in FAR 16.406(a)}

2.  Upon receipt of the contractor's proposal, request as needed:

a.  SPO technical assistance to include a review of Contractor's final price proposal and supporting data for accuracy.

b.  DCAA assistance in analyzing contractor's claims.  Request should include:


   (1)  Review of incurred costs for allowability, which includes tests for reasonableness, allocability and compliance with contract provisions or Government Laws.  Special emphasis should be placed on adjusting entries, material transfers, interdivisional transfers, material consumption versus purchases, partial termination costs and overhead expenses.


   (2)  Review of residual material inventory (quantity and costs), determining extent of normal salvage/surplus, overbuy and possible utilization on other contractor or Government work.


   (3)  Review of Contractor's performance with regard to reasonableness of cost.  Include pertinent comments on quality, rework, retesting, redesigning, unusual losses, changes and management of personnel and other resources.

3.  Final Price Negotiation Memorandum (PNM) meets requirements of PKXF Final Pricing PNM format (attached).

1 Atch


PKXF PNM Format

FINAL PRICING NEGOTIATION MEMORANDUM

(Give Contractor Name and Location)

Contract No. FO4701-C-

Tile of Acquisition:
1.   Introductory summary: 

     a.  This FPIF final pricing settlement is for (briefly describe items, quantities and/or the effort acquired).  This action includes costs through P000.

     b.  The period of performance for this effort contract was from          to           .

     c.  Negotiations were completed on            .  (NOTE:  This date MUST agree with the date on the Certificate of Current Cost or Pricing Data).

     d.  Summary of the Contractor's (revised) proposal dated           , the Air Force objective, and the negotiated settlement is shown below:




                         

Proposed    Objective      Negotiated   

     Description                    



Amount       Amount         Amount 

(a) Target Cost                  



$
        $
              $
     

(b) Incurred Cost (1)




$
        $
              $
     

(c) Underrun or Overrun (a)-(b)  


$
        $
              $
     

(d) Contractor's Share                  


  
%                %    __%      
(e) Cost Incentive Amount (d) X (c)                 
$
        $
              $
     

(f) Target Profit                



$
        $
              $
     

(g) Adjustment Profit (e)+(f)    


$
        $
              $
     

(h) Subtotal (b)+(g)           



$
        $
              $
     

(i) Less Excess Over Ceiling     


$
        $
              $
     

(j) Final Price                  



$
        $
              $
     

(k) Ceiling Price




$
        $
              $
     

(l) Performance Incentives

     Earned or Assessed          



$
        $
              $

(m) Schedule or Incentives

     Earned or Assessed          



$
        $
              $

(n) Award Fee Earned             


$
        $
              $

(o) Total  Other Incentives (2)

    (l)+(m)+(n)                  



$
        $
              $


(p) Total Final Contract Value

    (j)+(o)                      



$
        $
              $


          (1) Allowable costs less adjustments for residual inventory/materials, special tooling and special test equipment (see paragraph 2.b. below) and also less any partial termination costs.

          (2)  This is the correct format if performance, schedule and award fee incentives are outside the ceiling price (usually the case at SMC).  If, on the other hand, incentives are within the ceiling include this section in(g) above before determining adjusted profit.





                                                               Negotiated

                                                       




          Amount

      e. Contract Funding:                                     

      Current Amount Obligated                                 



$

      Less Total Final Contract Value                          


$

      Amount to be Deobligated (Or Obligated )                 


$

(NOTE:  If subject FPIF contract has costs segregation because of different cost sharing arrangements, e.g. several CLINs have a 70/30 sharing while other CLINs have a 60/40 sharing arrangement, complete paragraph 1.d. and 1.e for each sharing arrangement and show a total or combined FPIF 1.d and e. schedule.)

2.  Acquisition situation:    

     a.  Cost or pricing data were required for this acquisition, and supplied by the Contractor, by the provision of FAR 15.403-4 and this data were fully relied upon in establishing the Air force objective and in the negotiation of the agreement.  (NOTE: If reliance was not placed upon submitted cost and pricing data, including CAS noncompliance issues, explain the nature and extent of this noncompliance or describe the CAS noncompliance issues.  In these instances of CAS noncompliance, show the increases or reductions made to the allowable costs/estimate at completion and describe the rationale for such increases/decreases.)

     b.  Residual Inventory/Materials, Special Tooling, and Special Test Equipment:

          (1)  The following (or attached) schedule identifies the items that were charged direct to subject contract by item, quantity, amount included in allowable costs and final disposition:

 Item Description

Quantity  
Unit Price      
Total Price      
Disposition *

*  Disposition can either be transferred to another contract or retained by the Contractor for use or scrapped.  If any of these items have been retained by the Contractor or have been scrapped, show the credit obtained.

      c.  The Contractor submitted the following proposals and amendments: (List in chronological order and indicate which proposal, by asterisk and footnote, was used as baseline for Air Force objective)


             Date            
Proposal No.          
Total Price   

      d.  Factfinding was conducted at (LAAFB, Contractor's plant, etc., from      to      (or on    ).  (List attendees by name and function, e.g. engineer.  If a factfinding was not conducted, so state and explain why not.)

      e.  ACO, DCAA and SPO Recommendations:

          The information contained in the reports and recommendations as received from the ACO, DCAA, and SPO technical personnel was considered in determining the Air Force objective.  The following reports were received:


                Source         
Report No          

Date  

      f.  Negotiations were held (on an intermittent basis) at Los Angeles AF Station from          to          (OR on         ).  Principals at the negotiation, not all of whom attended every session, were as follows:

                   (1)  For the Air Force: 

              Name                     

Title or Function       


Symbol 

      *

                   (2)  For the Contractor: 


Name                     

Title or Function       


Symbol 

      *

* Principal Negotiator

3.  Basis for Contractor's Proposal, the Air Force Objective and the Negotiated Settlement:  

     a.  Summary:

         (1)  The basis of the Contractor's (revised) proposal dated                    and the Air Force objective and the Principal factors considered by the Air Force team in determining the reasonableness of the negotiated settlement are discussed below by cost element.

         (2)  Attachment 1 show by cost element the incurred costs to date and any estimate to complete (generally none to complete or small dollar amount).

         (3)  Attachment 2 provides a comparison by cost element between the Contractor's proposal and the Air Force objective.  Attachment 3 provides a comparison between the objective and the negotiated agreement.

         (4)  The negotiating parties discussed the proposal by cost element, but reached agreement on a lump sum basis: consequently, the assessment of the negotiated agreement by cost element as described herein represents the Air Force team's interpretation.

     b.   Discussion by Cost Elements: 

(NOTE:  If subject FPIF contract has costs segregation because of different cost sharing arrangements (See NOTE on page 2), discuss the proposal, development of the objective and the negotiated settlement by cost element (paragraphs (1)-(8) below for each sharing arrangement.)

         (1)  Direct Labor Hours:


(A)  Proposal:  (Discuss incurred hours.)


(B)  Objective:  (Discuss the development of the Air Force objective for direct labor hours.  Explain any differences between the proposed incurred and objective direct labor hours by referencing Attachment 1 or 2.  Address the recommendations of the DCAA and the technical evaluator.)


(C)  Negotiated:  (Give a technical baseline of the negotiated agreement.  Explain any differences between the objective and negotiated hours.  If the hours negotiated are higher than the objective hours, reference the technical evaluator’s concurrence in the negotiated hours.  If the objective was based on DCAA actuals, get concurrence from DCAA.)

         (2)  Direct Labor Dollars:


(A)  Proposed:  (Summarize by major overhead pool or functional category the basis of the proposed incurred dollars.)


(B)  Objective:  (Discuss the development of the Air Force objective for direct labor dollars.  Explain any differences between the proposed and objective amounts.  Address the recommendations of the ACO, DCAA, and/or other inputs.)


(C)  Negotiated:  (Explain the negotiated settlement for direct labor dollars.)

         (3)  Materials/Purchased Parts:


(A)  Proposed:  (Given incurred costs are for this cost element.)


(B)  Objective:  (Describe development of Air Force objective with reference to ACO, DCAA, and/or technical reports.  Explain any differences.  If residual inventory, special tooling or special test equipment is involved, reference paragraph 2.b. above and discuss any credit amount received.)


(C)  Negotiated:  (Provide negotiated amounts for this element.  If the negotiated amount is different from the objective amount, explain why.)


(4)  Subcontracts:
            
(A)  Proposed:  (Give incurred cost for EACH proposed subcontract in excess of $100,000.  Provide a schedule of unsettled claims with vendors and subcontracts.)

            
(B)  Objective:  (Describe development of Air Force objective for EACH subcontract whose value exceeds $100,000 and other miscellaneous subcontracts with reference to ACO, DCAA, prime Contract's analysis and/or technical inputs.  Explain any differences between proposed and objective.  Address the impact of unsettled claims on the objective.  In those cases where subcontractor cost or pricing data were considered, the availability, adequacy, and use of such data should be discussed, along with the extent and adequacy of the prime Contractor's analysis.  Indicate any cases where the subcontractor submitted data directly to the Government and/or subcontract cost was evaluated by the Government instead of the prime or next higher tier subcontractor.)

            
(C)  Negotiated:  (Furnish the amounts included in the negotiated agreement for EACH subcontract over $100,000 and total for miscellaneous subcontracts.  If these amounts are different from the objective amounts, provide rationale for these differences.  Make reference to any new/revised information provided by the Contractor during negotiations and/or any new/revised DCAA or technical inputs.)


(5)  Indirect Rates:  (These rates include each direct labor overhead rate, G&A, material handling/procurement rates, procurement burdens, facilities capital cost of money, etc.)


(A)  Proposed:  (Summarize the Contractor's proposed indirect rates by pool, e.g. negotiated final overhead/burden rates as of                   , or ACO/DCAA recommended final rates.  Identify the total dollars proposed for each indirect pool.)


(B)  Objective:  (Discuss the development of the Air Force objective for EACH indirect expense pool.  Explain any differences between the proposed and objective rates.  Identify the total dollars for each indirect pool include in the objective.  Address the recommendations of the ACO, DPRO, DCMC, DCAA, and/or other inputs.  State whether objective rates are negotiated final overhead/burden rates or recommended final rates.  Explain any difference between the proposed and objective rates.  Address the impact of unsettled claims on the objective.)


(C)  Negotiated:  (Address whether the objective rates or other rates were included in the negotiated agreement for EACH indirect pool.  If the rates considered negotiated deviate from negotiated final rates or recommended final rates, explain.) 


(6)  Other Direct Cost (ODC):


(A)  Proposed:  (Describe which elements make up this category, e.g. travel, subsistence, per diem, configuration management, overtime, computer costs, consultants, miscellaneous, etc. Next discuss the incurred cost for this element.) 


(B)  Objective:  (Describe how the Air Force objective was developed for the ODC element.  Reference DCAA, technical, and/or other reports and discuss any differences between the proposed and objective amounts.)


(C)  Negotiated:  (Give your opinion on the amount considered to be included in the negotiated agreement.  Discuss any differences between the objective and negotiated amounts.)


(7)  (Any other cost element):


(A)  Proposed:


(B)  Objective:


(C)  Negotiated:


(8)  Interdivisional Effort:  (Interdivisional effort MUST be evaluated for each major element of cost, e.g. direct labor hours and amount, indirect rates, materials/purchase parts, subcontracts, etc. The criteria under paragraph (1) - (7) above are to be used.)


(A)  Proposed:


(B)  Objective:


(C)  Negotiated:

4.   Conclusion:


The negotiated final pricing settlement as summarized in paragraph 1.d. is fair and reasonable and appropriate for FPIF contractual coverage.

PREPARED BY:

__________________

Contract Negotiator

CONCUR:            

Contracting Officer

cc:  SMC/PKXF
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