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11 March 2003

MEMORANDUM FOR All Acquisition Personnel Assigned to the CDCC

SUBJECT:  Policy/Compliance Branch Standard Operating Procedure (SOP) Number Two (2) - 

Pre-negotiation Objective Memorandum (POM)

1.  PURPOSE:   The purpose of this SOP is to establish a guideline and procedure for documenting and writing the subject memorandum to ensure the mission is met and all requirements are awarded in accordance with regulations.

2.  REFERENCE:  FAR 15.406-1, DFAR 215.406-1 and AFAR 5115.406-1 – 

Pre-negotiation Objectives.

3.  APPLICABILITY:  This SOP applies to all personnel responsible for preparing solicitations and awards.

4.  PROCEDURES:  

a.  All procurements that are valued at $250,000 or more, inclusive of options, shall use the sample POM in the enclosure to document the pre-negotiation objectives.

b.  It is the contracting specialist’s responsibility to ensure the POM is completed in its entirety prior to submission for review by their peer or Contracting Officer. 

5.  EFFECTIVE DATE:  This policy is effective 11 March 2003 and remains effective until rescinded by the Director.  The above stated criteria shall be followed when completing solicitation packages and applies to all personnel in the CDCC.

Encl






DEBORAH L. BUTERBAUGH

Procurement Analyst
Approved by:_______________________  

                      LENORA CLARK-EVANS

                      Director

PRE-NEGOTIATION OBJECTIVE MEMORANDUM (POM) 

I.  INTRODUCTION.  Provide a brief description of the supplies or services being acquired.  Include the procurement request number, the name and office code of the Contracting Officer/Specialist processing the request, the solicitation number, and, if applicable, the modification and contract number.
II.  CONTRACT TYPE.  Discuss the contract type anticipated to be used and explain why it was selected.  Discuss the technical, schedule and cost risk involved in the contract type selected.  

III.  SUMMARY OF KEY DOCUMENTS.  Identify the title and date of each key document. Include, as applicable, the following:  (Cite the Tab under which each of the relevant documents are filed.)

a.  Abstract of Proposals

b.  Proposal(s) submitted by Prospective Offeror(s).

c. Independent Government Cost Estimate.

d. Field Pricing Review, including audit and price history information, as applicable.

e. Technical Evaluation Report.

f. Past Performance Evaluation Results (if separate from the Technical Evaluation Report).

g. Documentation of Exchanges with Offerors after receipt of proposals.

h. Competitive Range Determination.

i. Source Selection Plan

j. Evaluation Factors for Award 

k. Other: _____________________

IV.  COST OR PRICING DATA.    Although the FAR now discourages Contracting Officers from requiring the submission of cost or pricing data, the FAR continues to include language which refers to the reasons for not requiring cost or pricing data as “exceptions.”   Furthermore, the FAR (15.406-3(a)(5)) requires the Contracting Officer to document the contract file when not requiring cost or pricing data.  Therefore, under this section of the POM, identify the exception from FAR 15.403-1(b) that applies and the basis for it, if cost or pricing data was not required in the case of any price negotiation exceeding $550,000.  

If cost or pricing data was required, describe the extent to which the Contracting Officer:  (1) relied on the cost or pricing data submitted and used it in negotiating the price; (2) recognized as inaccurate, incomplete, or non-concurrent any cost or pricing data submitted; the action taken by the Contracting Officer and the Offeror as a result; and the effect of the defective data on the price negotiated; or (3) determined that an exception applied after the data was submitted and, therefore, considered the data not to be cost or pricing data.

V.  EVALUATION OF OFFER(S).   The Contracting Officer shall assess each Offeror’s proposal and its ability to perform the prospective contract successfully solely on the factors and sub-factors specified in the solicitation. Consider the documented strengths, deficiencies, significant weaknesses, and risks identified for each Offeror in the evaluation results noted in the documents listed above. A discussion of the Government’s pre-negotiation objectives
 and support for how the objectives were derived shall be documented under the following headings.  

a.  Cost and/or Price Analysis.  The objective of proposal analysis is to ensure that the final agreed-to-price is fair and reasonable
.  The Contracting Officer should not become preoccupied with any single element and should balance the contract type, cost, and profit or fee negotiated to achieve a total result - a price that is fair and reasonable to both the Government and the Offeror.  If the Offeror is identified as a small disadvantaged business concern, and the procurement falls within the authorized North American Industry Classification System (NAICS) Industry Subsectors as determined by the Department of Commerce, ensure the offer is evaluated consistent with FAR Subparts 19.11 and 19.12.  If the Offeror is identified as a HUBZone Small Business Concern, ensure the offer is evaluated consistent with FAR Subpart 19.13.

A discussion of the Government’s pre-negotiation objectives and support for how the objectives were derived shall be included. The support shall contain, as applicable, a discussion of how the Independent Government Cost Estimate and - any “cost or pricing data” or “other than cost or pricing data” received, price history or pricing reports, or other pertinent data - were used to derive the Government’s pre-negotiation position.  If the supporting data differs from the pre-negotiation objective, an explanation for these variances shall also be included.  The level of detail to be provided in the explanation is dependent on the nature of the differences.  For example, a difference in indirect costs attributable, simply, to different estimates in the rates themselves may be addressed cursorily, but a difference in direct material or direct labor hours would require that a detailed reconciliation be included.  A Top Level Price Summary Table (See Table 1) displaying the Government’s pre-negotiation position and each prospective Offeror’s price shall be included.   

When the pre-negotiation objectives are based solely on price analysis (FAR 15.404-1(b)), the evaluation shall include the source and type of data used to support the objectives.

When cost analysis is used in addition to price analysis to determine the pre-negotiation objectives, provide a summary comparison in columnar format (See Table 1 - Cost Element Summary Table) of the respective positions of each Offeror’s proposal and the Government’s pre-negotiation objective (which should include consideration of any field pricing report recommendations).   Include cost realism analysis on cost reimbursement contracts to determine probable cost of performance of each Offeror (See FAR 15.404-1(d)).  [Reminder:  Cost realism
 is a form of cost analysis.]  For competitive acquisitions, a cost element breakdown is required only for those Offerors determined to be within the competitive range.  Discuss how the amount of each cost element was derived, including: 

(1)  A discussion of the individual costs, which make up each total cost element amount. 

(2) A discussion on how the field pricing reports (including any audit information), Government Estimate, technical analysis of costs, historical data, etc. were used in deriving the cost element amount.  Include reasons for deviating in the pre-negotiation objectives from the recommendations contained in these documents, especially variances from audit recommendations.  As stated above, the level of detail to be provided in the explanation is dependent on the nature of the differences. 

(3) A completed form DD Form 1547, Weighted Guidelines Application, with explanation of the assigned weights; the total profit/fee objective; and rationale supporting the minimum/maximum fee, if applicable.  (See DFAR 215.404-70.)  Attach this form to the POM.

(4) A completed DD Form 1861, Contract Facilities Capital Cost of Money, if applicable, with rationale supporting how the amounts were derived.  Attach this form to the PM.

(5) For incentive/award fee pricing structures, a discussion of how the share ratio under/over target, minimum/maximum fee, ceiling were derived.

b.  Past Performance Evaluation.   Include a summary of the past performance evaluation results obtained for each Offeror consistent with the approach for evaluating past performance stipulated in the solicitation.  Address the currency and relevance of the information, source of the information, context of the data, and identify potential risks in the Offeror’s performance, noting any issues for discussion purposes for each Offeror.  If past performance is included as a Technical Evaluation factor and addressed as part of the technical proposal evaluation, simply state “See Paragraph V.C. Technical Evaluation.”
c.  Technical Evaluation.  Include an assessment of each Offeror’s ability to accomplish the technical requirements; and a summary or quantitative ranking, as applicable, of each Offeror noted in the technical evaluation report along with any issues for discussion based on the weaknesses and deficiencies identified as related to the solicitation evaluation criteria.
VI.  SIGNIFICANT FACTS.   Describe the most significant facts or considerations controlling the establishment of the pre-negotiation objectives. The negotiation of a contract type and a cost/price are related and should be considered together with the issues of risk and uncertainty to the Offeror and the Government.  Discuss any special circumstances anticipated under the acquisition, including pre-contract costs, Government property, contract options, protests received or anticipated, etc.  Also, discuss any special features/requirements (and any related price impact) of the acquisition (e.g., any deviations, special clauses or conditions).  In addition, for award fee contracts, discuss the award fee structure, identify who is on the performance evaluation board, and who is the fee determining official.

VII.  SIGNATURES.  The following signature blocks shall be inserted and completed at the end of each POM:

These signatures represent agreement with the pre-negotiation objectives and the commencement of negotiations.

Prepared by:  __________________




          (Signature, Title & Date)

Reviewed by:  ___________________________



(Signature, Title & Date, of the



 Contracting Officer)

TABLE 1 - COLUMNAR SUMMARY FORMATS

TOP LEVEL PRICE SUMMARY TABLE

OFFEROR

PROPOSED

PRENEGOTIATION


NAME


TOTAL PRICE

OBJECTIVES


1.  THE ABC CO.
$


$




2.  THE XYZ CO.
$


$




3. 

4.

5.

COST ELEMENT SUMMARY TABLE

       COST



THE ABC


PRENEGOTIATION
 

       ELEMENT


CONTRACTOR

OBJECTIVES                          NOTE(S)
1.   LABOR


$


$

   
   (a)

2.   MATERIALS

$


$


   (b)

3.   OVERHEAD(S)




4.   SUBCONTRACT(S)

5.   OTHER DIRECT COSTS

6.   G&A

7.   PROFIT OR FEE

8.   TOTAL COST

9.   COST OF MONEY

10. TOTAL AMOUNT

11.  PRICE ADJUSTMENT

Use the “Note(s)” identifier to cross reference the discussion of each cost element amount to the Cost Element Summary Table.

� Especially when the evaluation of complex proposals is involved, pre-negotiation objectives can be established for each Offeror’s proposal as:  (1) separate attachments to the POM, or (2) separate tabs to the POM.


� Add the following if the acquisition is processed as a small-business or 8(a) set aside, or a price evaluation adjustment for small disadvantaged concerns or HUBZone small business concerns is applied:  “and a fair market price.”





� Cost realism analysis is the process of independently reviewing and evaluating specific elements of each offeror’s proposed cost estimate to determine whether the estimated proposed cost elements are realistic for the work to be performed; reflect a clear understanding of the requirements; and are consistent with the unique methods of performance and materials described in the offeror’s technical proposal.






