Defense Federal Acquisition Regulation Supplement
Part 202--Definitions of Words and Terms

SUBPART 202.1--DEFINITIONS
(Revised June 29, 2018)
202.101 Definitions.
“Authorized aftermarket manufacturer” means an organization that fabricates an
electronic part under a contract with, or with the express written authority of, the
original component manufacturer based on the original component manufacturer’s
designs, formulas, and/or specifications.
“Compromise” means disclosure of information to unauthorized persons, or a violation
of the security policy of a system, in which unauthorized intentional or unintentional
disclosure, modification, destruction, or loss of an object, or the copying of information to
unauthorized media may have occurred.
“Congressional defense committees” means—
(1) In accordance with 10 U.S.C. 101(a)(16), except as otherwise specified in
paragraph (2) of this definition or as otherwise specified by statute for particular
applications—
(i) The Committee on Armed Services of the Senate;
Senate;

(ii) The Subcommittee on Defense of the Committee on Appropriations of the
(iii) The Committee on Armed Services of the House of Representatives; and

(iv) The Subcommittee on Defense of the Committee on Appropriations of the
House of Representatives.
(2) For use in subpart 217.1, see the definition at 217.103.
“Contract administration office” also means a contract management office of the
Defense Contract Management Agency.
“Contract manufacturer” means a company that produces goods under contract for
another company under the label or brand name of that company.
“Contracting activity” for DoD also means elements designated by the director of a
defense agency which has been delegated contracting authority through its agency
charter. DoD contracting activities are listed at PGI 202.101.
“Contracting officer's representative” means an individual designated and authorized in
writing by the contracting officer to perform specific technical or administrative
functions.
“Contractor-approved supplier” means a supplier that does not have a contractual
agreement with the original component manufacturer for a transaction, but has been
identified as trustworthy by a contractor or subcontractor.
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“Counterfeit electronic part” means an unlawful or unauthorized reproduction,
substitution, or alteration that has been knowingly mismarked, misidentified, or
otherwise misrepresented to be an authentic, unmodified electronic part from the
original manufacturer, or a source with the express written authority of the original
manufacturer or current design activity, including an authorized aftermarket
manufacturer. Unlawful or unauthorized substitution includes used electronic parts
represented as new, or the false identification of grade, serial number, lot number, date
code, or performance characteristics.
“Cyber incident” means actions taken through the use of computer networks that result
in a compromise or an actual or potentially adverse effect on an information system
and/or the information residing therein.
“Departments and agencies,” as used in DFARS, means the military departments and
the defense agencies. The military departments are the Departments of the Army,
Navy, and Air Force (the Marine Corps is a part of the Department of the Navy). The
defense agencies are the Defense Advanced Research Projects Agency, the Defense
Commissary Agency, the Defense Contract Management Agency, the Defense Finance
and Accounting Service, the Defense Information Systems Agency, the Defense
Intelligence Agency, the Defense Logistics Agency, the Defense Security Cooperation
Agency, the Defense Security Service, the Defense Threat Reduction Agency, the
Missile Defense Agency, the National Geospatial-Intelligence Agency, the National
Security Agency, the United States Special Operations Command, and the United
States Transportation Command.
“Department of Defense (DoD),” as used in DFARS, means the Department of Defense,
the military departments, and the defense agencies.
“Electronic part” means an integrated circuit, a discrete electronic component
(including, but not limited to, a transistor, capacitor, resistor, or diode), or a circuit
assembly (section 818(f)(2) of Pub. L. 112-81).
“Executive agency” means for DoD, the Department of Defense, the Department of the
Army, the Department of the Navy, and the Department of the Air Force.
“General public” and “non-governmental entities,” as used in the definition of
“commercial item” at FAR 2.101, do not include the Federal Government or a State,
local, or foreign government (Pub. L. 110-181, section 815(b)).
“Head of the agency” means, for DoD, the Secretary of Defense, the Secretary of the
Army, the Secretary of the Navy, and the Secretary of the Air Force. Subject to the
direction of the Secretary of Defense, the Under Secretary of Defense (Acquisition,
Technology, and Logistics), and the Director of Defense Procurement and Acquisition
Policy, the directors of the defense agencies have been delegated authority to act as
head of the agency for their respective agencies (i.e., to perform functions under the
FAR or DFARS reserved to a head of agency or agency head), except for such actions
that by terms of statute, or any delegation, must be exercised within the Office of the
Secretary of Defense. (For emergency acquisition flexibilities, see 218.270.)
“Major defense acquisition program” is defined in 10 U.S.C. 2430(a).
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“Micro-purchase threshold,” for DoD acquisition of supplies or services funded by DoD
appropriations, in lieu of the definition at FAR 2.101, means $5,000 (10 U.S.C. 2338),
except—
(1) For DoD acquisition of supplies or services for basic research programs and for
activities of the DoD science and technology reinvention laboratories
(https://www.acq.osd.mil/rd/laboratories/labs/list_strl.html), it means $10,000 (10 U.S.C.
2339);
(2) For acquisitions of construction subject to 40 U.S.C. chapter 31, subchapter IV,
Wage Rate Requirements (Construction), $2,000;
(3) For acquisitions of services subject to 41 U.S.C. chapter 67, Service Contract
Labor Standards, $2,500; and
(4) For acquisitions of supplies or services that, as determined by the head of the
contracting activity, are to be used to support a contingency operation; or to facilitate
defense against or recovery from cyber, nuclear, biological, chemical or radiological
attack; to support a request from the Secretary of State or the Administrator of the
United States Agency for International Development to facilitate provision of
international disaster assistance pursuant to 22 U.S.C. 2292 et seq.; or to support
response to an emergency, or major disaster (42 U.S.C. 5122), as described in
13.201(g)(1), except for construction subject to 40 U.S.C. chapter 31, subchapter IV,
Wage Rate Requirements (Construction) (41 U.S.C. 1903)—
(i) $20,000 in the case of any contract to be awarded and performed, or
purchase to be made, inside the United States; and
(ii) $30,000 in the case of any contract to be awarded and performed, or
purchase to be made, outside the United States.
“Non-Government sales” means sales of the supplies or services to non-Governmental
entities for purposes other than governmental purposes.
“Obsolete electronic part” means an electronic part that is no longer available from the
original manufacturer or an authorized aftermarket manufacturer.
“Offset” means a benefit or obligation agreed to by a contractor and a foreign
government or international organization as an inducement or condition to purchase
supplies or services pursuant to a foreign military sale (FMS). There are two types of
offsets: direct offsets and indirect offsets.
(1) A direct offset involves benefits or obligations, including supplies or services that
are directly related to the item(s) being purchased and are integral to the deliverable of
the FMS contract. For example, as a condition of a foreign military sale, the contractor
may require or agree to permit the customer to produce in its country certain
components or subsystems of the item being sold. Generally, direct offsets must be
performed within a specified period, because they are integral to the deliverable of the
FMS contract.
(2) An indirect offset involves benefits or obligations, including supplies or services
that are not directly related to the specific item(s) being purchased and are not integral
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to the deliverable of the FMS contract. For example, as a condition of a foreign military
sale, the contractor may agree to purchase certain manufactured products, agricultural
commodities, raw materials, or services, or make an equity investment or grant of
equipment required by the FMS customer, or may agree to build a school, road or other
facility. Indirect offsets would also include projects that are related to the FMS contract
but not purchased under said contract (e.g., a project to develop or advance a capability,
technology transfer, or know-how in a foreign company). Indirect offsets may be
accomplished without a clearly defined period of performance.
“Offset costs” means the costs to the contractor of providing any direct or indirect offsets
required (explicitly or implicitly) as a condition of a foreign military sale.
“Original component manufacturer” means an organization that designs and/or
engineers a part and is entitled to any intellectual property rights to that part.
“Original equipment manufacturer” means a company that manufactures products that
it has designed from purchased components and sells those products under the
company's brand name.
“Original manufacturer” means the original component manufacturer, the original
equipment manufacturer, or the contract manufacturer.
“Procedures, Guidance, and Information (PGI)” means a companion resource to the
DFARS that—
(1) Contains mandatory internal DoD procedures. The DFARS will direct
compliance with mandatory procedures using imperative language such as “Follow the
procedures at...” or similar directive language;
(2) Contains non-mandatory internal DoD procedures and guidance and
supplemental information to be used at the discretion of the contracting officer. The
DFARS will point to non-mandatory procedures, guidance, and information using
permissive language such as “The contracting officer may use...” or “Additional
information is available at...” or other similar language;
(3) Is numbered similarly to the DFARS, except that each PGI numerical
designation is preceded by the letters “PGI”; and
(4) Is available electronically at
http://www.acq.osd.mil/dpap/dars/dfarspgi/current/index.html.
“Senior procurement executive” means, for DoD—
Department of Defense (including the defense agencies)--Under Secretary of
Defense (Acquisition, Technology, and Logistics);
Department of the Army--Assistant Secretary of the Army (Acquisition, Logistics
and Technology);
Department of the Navy--Assistant Secretary of the Navy (Research,
Development and Acquisition);
Department of the Air Force--Assistant Secretary of the Air Force
(Acquisition).
The directors of the defense agencies have been delegated authority to act as senior
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procurement executive for their respective agencies, except for such actions that by
terms of statute, or any delegation, must be exercised by the Under Secretary of
Defense (Acquisition, Technology, and Logistics).
“Sufficient non-Government sales” means relevant sales data that reflects market
pricing and contains enough information to make adjustments covered by FAR
15.404-1(b)(2)(ii)(B).
“Suspect counterfeit electronic part” means an electronic part for which credible
evidence (including, but not limited to, visual inspection or testing) provides
reasonable doubt that the electronic part is authentic.
“Tiered evaluation of offers,” also known as “cascading evaluation of offers,” means a
procedure used in negotiated acquisitions, when market research is inconclusive for
justifying limiting competition to small business concerns, whereby the contracting
officer—
(1) Solicits and receives offers from both small and other than small business
concerns;
(2) Establishes a tiered or cascading order of precedence for evaluating offers that is
specified in the solicitation; and
(3) If no award can be made at the first tier, evaluates offers at the next lower tier,
until award can be made.
“Uncertified cost data” means the subset of “data other than certified cost or pricing
data” (see FAR 2.101) that relates to cost.
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SUBPART 208.4--FEDERAL SUPPLY SCHEDULES
(Revised June 29, 2018)
208.404 Use of Federal Supply Schedules.
See DoD Class Deviation 2014-O0011- Determination of Fair and Reasonable Prices
When Using Federal Supply Schedule Contracts, dated March 13, 2014. Effective
immediately, contracting officers shall comply with the following policy, in lieu of
FAR 8.404(d), Pricing, when using Federal Supply Schedules. This class deviation
remains in effect until incorporated in the DFARS or otherwise rescinded.
(a)(i) If only one offer is received in response to an order exceeding the simplified
acquisition threshold that is placed on a competitive basis, the procedures at 215.371
apply.
(ii) Departments and agencies shall comply with the review, approval, and
reporting requirements established in accordance with subpart 217.7 when placing
orders for supplies or services in amounts exceeding the simplified acquisition
threshold.
(iii) When a schedule lists both foreign and domestic items that will meet the
needs of the requiring activity, the ordering office must apply the procedures of part 225
and FAR part 25, Foreign Acquisition. When purchase of an item of foreign origin is
specifically required, the requiring activity must furnish the ordering office sufficient
information to permit the determinations required by part 225 and FAR part 25 to be
made.
(iv) Use the provisions at 252.215-7007, Notice of Intent to Resolicit, and
252.215-7008, Only One Offer, as prescribed at 215.371-6 and 215.408(3), respectively.
208.405 Ordering procedures for Federal Supply Schedules.
Include an evaluation factor regarding supply chain risk (see subpart 239.73) when
acquiring information technology, whether as a service or as a supply, that is a covered
system, is a part of a covered system, or is in support of a covered system, as defined in
239.7301.
208.405-6 Limiting sources.
For an order or blanket purchase agreement (BPA) exceeding the simplified acquisition
threshold that is a follow-on to an order or BPA for the same supply or service
previously issued based on a limiting sources justification citing the authority at FAR
8.405-6(a)(1)(i)(B) or (C), follow the procedures at PGI 208.405-6.
208.406 Ordering activity responsibilities.
208.406-1 Order placement.
Follow the procedures at PGI 208.406-1 when ordering from schedules.
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SUBPART 212.3--SOLICITATION PROVISIONS AND CONTRACT CLAUSES
FOR THE ACQUISITION OF COMMERCIAL ITEMS
(Revised June 29, 2018)
212.301 Solicitation provisions and contract clauses for the acquisition of
commercial items.
See DoD Class Deviation 2013-O0019, Commercial Item Omnibus Clause for
Acquisitions Using the Standard Procurement System, issued September 25, 2013. This
class deviation allows the contracting officer to use the SPS clause logic capability to
automatically select the clauses that are applicable to the specific solicitation and
contract. The contracting officer shall ensure that the deviation clause is incorporated
into these solicitations and contracts because the deviation clause fulfills the statutory
requirements on auditing and subcontract clauses applicable to commercial items. The
deviation also authorizes adjustments to the deviation clause required by future
changes to the clause at 52.212-5 that are published in the FAR. This deviation is
effective for five years, or until otherwise rescinded.
(c) Include an evaluation factor regarding supply chain risk (see subpart 239.73)
when acquiring information technology, whether as a service or as a supply, that is a
covered system, is a part of a covered system, or is in support of a covered system, as
defined in 239.7301.
(f) The following additional provisions and clauses apply to DoD solicitations and
contracts using FAR part 12 procedures for the acquisition of commercial items. If the
offeror has completed any of the following provisions listed in this paragraph
electronically as part of its annual representations and certifications at
https://www.acquisition.gov, the contracting officer shall consider this information
instead of requiring the offeror to complete these provisions for a particular solicitation.
(i) Part 203—Improper Business Practices and Personal Conflicts of Interest.
(A) Use the FAR clause at 52.203-3, Gratuities, as prescribed in FAR 3.202,
to comply with 10 U.S.C. 2207.
(B) Use the clause at 252.203-7000, Requirements Relating to
Compensation of Former DoD Officials, as prescribed in 203.171-4(a), to comply with
section 847 of Pub. L. 110-181.
(C) Use the clause at 252.203-7003, Agency Office of the Inspector General,
as prescribed in 203.1004(a), to comply with section 6101 of Pub. L. 110-252 and 41
U.S.C. 3509.
(D) Use the provision at 252.203-7005, Representation Relating to
Compensation of Former DoD Officials, as prescribed in 203.171-4(b).
(ii) Part 204—Administrative Matters.
(A) Use the provision at 252.204-7008 Compliance with Safeguarding
Covered Defense Information Controls, as prescribed in 204.7304(a).
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(B) Use the clause at 252.204-7009, Limitations on the Use or Disclosure of
Third-Party Contractor Reported Cyber Incident Information, as prescribed in
204.7304(b).
(C) Use the clause at 252.204-7012, Safeguarding Covered Defense
Information and Cyber Incident Reporting, as prescribed in 204.7304(c).
(D) Use the provision at 252.204-7013, Limitations on the Use or Disclosure
of Information by Litigation Support Offerors, as prescribed in 204.7403(a), to comply
with 10 U.S.C. 129d.
(E) Use the clause at 252.204-7014, Limitations on the Use or Disclosure of
Information by Litigation Support Contractors, as prescribed in 204.7403(b), to comply
with 10 U.S.C. 129d.
(F) Use the clause at 252.204-7015, Notice of Authorized Disclosure of
Information for Litigation Support, as prescribed in 204.7403(c), to comply with
10 U.S.C. 129d.
(iii) Part 205—Publicizing Contract Actions.
Use the clause at 252.205-7000, Provision of Information to Cooperative Agreement
Holders, as prescribed in 205.470, to comply with 10 U.S.C. 2416.
(iv) Part 211—Describing Agency Needs.
(A) Use the clause at 252.211-7003, Item Unique Identification and
Valuation, as prescribed in 211.274-6(a)(1).
(B) Use the provision at 252.211-7006, Passive Radio Frequency
Identification, as prescribed in 211.275-3.
(C) Use the clause at 252.211-7007, Reporting of Government-Furnished
Property, as prescribed in 211.274-6.
(D) Use the clause at 252.211-7008, Use of Government-Assigned Serial
Numbers, as prescribed in 211.274-6(c).
(v) Part 213—Simplified Acquisition Procedures.
Use the provision at 252.213-7000, Notice to Prospective Suppliers on Use of Past
Performance Information Retrieval System—Statistical Reporting in Past Performance
Evaluations, as prescribed in 213.106-2-70.
(vi) Part 215—Contracting by Negotiation.
(A) Use the provision at 252.215-7003, Requirements for Submission of
Data Other Than Certified Cost or Pricing Data—Canadian Commercial Corporation,
as prescribed at 215.408(2)(i).
(B) Use the clause at 252.215-7004, Requirement for Submission of Data
other Than Certified Cost or Pricing Data—Modifications—Canadian Commercial
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Corporation, as prescribed at 215.408(2)(ii).
(C) Use the provision at 252.215-7007, Notice of Intent to Resolicit, as
prescribed in 215.371-6.
215.408(3).

(D) Use the provision 252.215-7008, Only One Offer, as prescribed at

(E) Use the provision 252.215-7010, Requirements for Certified Cost or
Pricing Data and Data Other Than Certified Cost or Pricing Data, as prescribed at
215.408(5)(i) to comply with section 831 of the National Defense Authorization Act for
Fiscal Year 2013 (Pub. L. 112-239) and sections 851 and 853 of the National Defense
Authorization Act for Fiscal Year 2016 (Pub. L. 114-92).
(1) Use the basic provision as prescribed at 215.408(5)(i)(A).
(2) Use the alternate I provision as prescribed at 215.408(5)(i)(B).
(vii) Part 219—Small Business Programs.
(A) Use the clause at 252.219-7003, Small Business Subcontracting Plan
(DoD Contracts), to comply with 15 U.S.C. 637.
(1) Use the basic clause as prescribed in 219.708(b)(1)(A)(1).
(2) Use the alternate I clause as prescribed in 219.708(b)(1)(A)(2).
(B) Use the clause at 252.219-7004, Small Business Subcontracting Plan
(Test Program), as prescribed in 219.708(b)(1)(B), to comply with 15 U.S.C. 637 note.
(C) Use the provision at 252.219-7000, Advancing Small Business Growth,
as prescribed in 219.309(1), to comply with 10 U.S.C. 2419.
(D) Use the provision at 252.219-7012, Competition for Religious-Related
Services, as prescribed in 219.270-3.
(viii) Part 223—Environment, Energy and Water Efficiency, Renewable Energy
Technologies, Occupational Safety, and Drug-Free Workplace.
Use the clause at 252.223-7008, Prohibition of Hexavalent Chromium, as prescribed in
223.7306.
(ix) Part 225—Foreign Acquisition.
(A) Use the provision at 252.225-7000, Buy American—Balance of
Payments Program Certificate, to comply with 41 U.S.C. chapter 83 and Executive
Order 10582 of December 17, 1954, Prescribing Uniform Procedures for Certain
Determinations Under the Buy-American Act.
(1) Use the basic provision as prescribed in 225.1101(1)(i).
(2) Use the alternate I provision as prescribed in 225.1101(1)(ii).
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(B) Use the clause at 252.225-7001, Buy American and Balance of
Payments Program, to comply with 41 U.S.C. chapter 83 and Executive Order 10582 of
December 17, 1954, Prescribing Uniform Procedures for Certain Determinations Under
the Buy-American Act.
(1) Use the basic clause as prescribed in 225.1101(2)(ii).
(2) Use the alternate I clause as prescribed in 225.1101(2)(iii).
(C) Use the clause at 252.225-7006, Acquisition of the American Flag, as
prescribed in 225.7002-3(c), to comply with section 8123 of the DoD Appropriations
Act, 2014 (Pub. L. 113-76, division C, title VIII), and the same provision in
subsequent DoD appropriations acts.
(D) Use the clause at 252.225-7008, Restriction on Acquisition of Specialty
Metals, as prescribed in 225.7003-5(a)(1), to comply with 10 U.S.C. 2533b.
(E) Use the clause at 252.225-7009, Restriction on Acquisition of Certain
Articles Containing Specialty Metals, as prescribed in 225.7003-5(a)(2), to comply with
10 U.S.C. 2533b.
(F) Use the provision at 252.225-7010, Commercial Derivative Military
Article—Specialty Metals Compliance Certificate, as prescribed in 225.7003-5(b), to
comply with 10 U.S.C. 2533b.
(G) Use the clause at 252.225-7012, Preference for Certain Domestic
Commodities, as prescribed in 225.7002-3(a), to comply with 10 U.S.C. 2533a.
(H) Use the clause at 252.225-7015, Restriction on Acquisition of Hand or
Measuring Tools, as prescribed in 225.7002-3(b), to comply with 10 U.S.C. 2533a.
(I) Use the clause at 252.225-7016, Restriction on Acquisition of Ball and
Roller Bearings, as prescribed in 225.7009-5, to comply with section 8065 of Pub. L. 107117 and the same restriction in subsequent DoD appropriations acts.
(J) Use the clause at 252.225-7017, Photovoltaic Devices, as prescribed in
225.7017-5(a), to comply with section 858 of Public Law 113-291.
(K) Use the provision at 252.225-7018, Photovoltaic Devices—Certificate, as
prescribed in 225.7017-5(b), to comply with section 858 of Public Law 113-291.
(L) Use the provision at 252.225-7020, Trade Agreements Certificate, to
comply with 19 U.S.C. 2501-2518 and 19 U.S.C. 3301 note. Alternate I also implements
section 886 of the National Defense Authorization Act for Fiscal Year 2008 (Pub. L. 110181).
(1) Use the basic provision as prescribed in 225.1101(5)(i).
(2) Use the alternate I provision as prescribed in 225.1101(5)(ii).
(M) Use the clause at 252.225-7021, Trade Agreements to comply with 19
U.S.C. 2501-2518 and 19 U.S.C. 3301 note.
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(1) Use the basic clause as prescribed in 225.1101(6)(i).
(2) Use the alternate II clause as prescribed in 225.1101(6)(iii).
(N) Use the provision at 252.225-7023, Preference for Products or Services
from Afghanistan, as prescribed in 225.7703-4(a), to comply with section 886 of the
National Defense Authorization Act for Fiscal Year 2008 (Pub. L. 110-181).
(O) Use the clause at 252.225-7024, Requirement for Products or Services
from Afghanistan, as prescribed in 225.7703-4(b), to comply with section 886 of the
National Defense Authorization Act for Fiscal Year 2008 (Pub. L. 110-181).
(P) Use the clause at 252.225-7026, Acquisition Restricted to Products or
Services from Afghanistan, as prescribed in 225.7703-4(c), to comply with section 886 of
the National Defense Authorization Act for Fiscal Year 2008 (Pub. L. 110-181).
(Q) Use the clause at 252.225-7027, Restriction on Contingent Fees for
Foreign Military Sales, as prescribed in 225.7307(a), to comply with 22 U.S.C. 2779.
(R) Use the clause at 252.225-7028, Exclusionary Policies and Practices of
Foreign Governments, as prescribed in 225.7307(b), to comply with 22
U.S.C. 2755.
(S) Use the clause at 252.225-7029, Acquisition of Uniform Components for
Afghan Military or Afghan National Police, as prescribed in 225.7703-4(d).
(T) Use the provision at 252.225-7031, Secondary Arab Boycott of Israel, as
prescribed in 225.7605, to comply with 10 U.S.C. 2410i.
(U) Use the provision at 252.225-7035, Buy American—Free Trade
Agreements—Balance of Payments Program Certificate, to comply with 41 U.S.C.
chapter 83 and 19 U.S.C. 3301 note. Alternates II, III, and V also implement section
886 of the National Defense Authorization Act for Fiscal Year 2008 (Pub. L. 110-181).
(1) Use the basic provision as prescribed in 225.1101(9)(i).
(2) Use the alternate I provision as prescribed in 225.1101(9)(ii).
(3) Use the alternate II provision as prescribed in 225.1101(9)(iii).
(4) Use the alternate III provision as prescribed in 225.1101(9)(iv).
(5) Use the alternate IV provision as prescribed in 225.1101(9)(v).
(6) Use the alternate V provision as prescribed in 225.1101(9)(vi).
(V) Use the clause at 252.225-7036, Buy American—Free Trade
Agreements—Balance of Payments Program to comply with 41 U.S.C. chapter 83 and
19 U.S.C. 3301 note. Alternates II, III, and V also implement section 886 of the
National Defense Authorization Act for Fiscal Year 2008 (Pub. L. 110-181).
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(1) Use the basic clause as prescribed in 225.1101(10)(i)(A).
(2) Use the alternate I clause as prescribed in 225.1101(10)(i)(B).
(3) Use the alternate II clause as prescribed in 225.1101(10)(i)(C).
(4) Use the alternate III clause as prescribed in 225.1101(10)(i)(D).
(5) Use the alternate IV clause as prescribed in 225.1101(10)(i)(E).
(6) Use the alternate V clause as prescribed in 225.1101(10)(i)(F).
(W) Use the provision at 252.225-7037, Evaluation of Offers for Air Circuit
Breakers, as prescribed in 225.7006-4(a), to comply with 10 U.S.C. 2534(a)(3).
(X) Use the clause at 252.225-7038, Restriction on Acquisition of Air Circuit
Breakers, as prescribed in 225.7006-4(b), to comply with 10 U.S.C. 2534(a)(3).
(Y) Use the clause at 252.225-7039, Defense Contractors Performing
Private Security Functions Outside the United States, as prescribed in 225.302-6, to
comply with section 2 of Pub. L. 110-181, as amended.
(Z) Use the clause at 252.225-7040, Contractor Personnel Supporting U.S.
Armed Forces Deployed Outside the United States, as prescribed in 225.371-5(a).
(AA) Use the clause at 252.225-7043, Antiterrorism/Force Protection Policy
for Defense Contractors Outside the United States, as prescribed in
225.372-2.
(BB) Use the provision at 252.225-7049, Prohibition on Acquisition of
Commercial Satellite Services from Certain Foreign Entities—Representations, as
prescribed at 225.772-5, to comply with 10 U.S.C. 2279.
(CC) Use the provision at 252.225-7050, Disclosure of Ownership or Control
by the Government of a Country that is a State Sponsor of Terrorism, as
prescribed in 225.771-5, to comply with 10 U.S.C. 2327(b).
(x) Part 226--Other Socioeconomic Programs.
Use the clause at 252.226-7001, Utilization of Indian Organizations, Indian-Owned
Economic Enterprises, and Native Hawaiian Small Business Concerns, as prescribed in
226.104, to comply with section 8021 of Pub. L. 107-248 and similar sections in
subsequent DoD appropriations acts.
(xi) Part 227—Patents, Data, and Copyrights.
(A) Use the clause at 252.227-7013, Rights in Technical Data–
Noncommercial Items, as prescribed in 227.7103-6(a). Use the clause with its Alternate
I as prescribed in 227.7103-6(b)(1). Use the clause with its Alternate II as prescribed in
227.7103-6(b)(2), to comply with 10 U.S.C. 7317 and 17 U.S.C. 1301, et. seq.
(B) Use the clause at 252.227-7015, Technical Data–Commercial Items, as
prescribed in 227.7102-4(a)(1), to comply with 10 U.S.C. 2320. Use the clause with its
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Alternate I as prescribed in 227.7102-4(a)(2), to comply with 10 U.S.C. 7317 and 17
U.S.C. 1301, et. seq.
(C) Use the clause at 252.227-7037, Validation of Restrictive Markings on
Technical Data, as prescribed in 227.7102-4(c).
(xii) Part 229—Taxes.
(A) Use the clause at 252.229-7014, Taxes—Foreign Contracts in
Afghanistan, as prescribed at 229.402-70(k).
(B) Use the clause at 252.229-7015, Taxes—Foreign Contracts in
Afghanistan (North Atlantic Treaty Organization Status of Forces Agreement), as
prescribed at 229.402-70(l).
(xiii) Part 232—Contract Financing.
(A) Use the clause at 252.232-7003, Electronic Submission of Payment
Requests and Receiving Reports, as prescribed in 232.7004, to comply with 10 U.S.C.
2227.
(B) Use the clause at 252.232-7006, Wide Area WorkFlow Payment
Instructions, as prescribed in 232.7004(b).
(C) Use the clause at 252.232-7009, Mandatory Payment by
Governmentwide Commercial Purchase Card, as prescribed in 232.1110.
(D) Use the clause at 252.232-7010, Levies on Contract Payments, as
prescribed in 232.7102.
(E) Use the clause at 252.232-7011, Payments in Support of Emergencies
and Contingency Operations, as prescribed in 232.908.
(F) Use the provision at 252.232-7014, Notification of Payment in Local
Currency (Afghanistan), as prescribed in 232.7202.
(xiv) Part 237—Service Contracting.
(A) Use the clause at 252.237-7010, Prohibition on Interrogation of
Detainees by Contractor Personnel, as prescribed in 237.173-5, to comply with section
1038 of Pub. L. 111-84.
(B) Use the clause at 252.237-7019, Training for Contractor Personnel
Interacting with Detainees, as prescribed in 237.171-4, to comply with section 1092 of
Pub. L. 108-375.
(xv) Part 239--Acquisition of Information Technology.
(A) Use the provision 252.239-7009, Representation of Use of Cloud
Computing, as prescribed in 239.7604(a).
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(B) Use the clause 252.239-7010, Cloud Computing Services, as prescribed
in 239.7604(b).
(C) Use the provision at 252.239-7017, Notice of Supply Chain Risk, as
prescribed in 239.7306(a), to comply with section 806 of Pub. L. 111-383.
(D) Use the clause at 252.239-7018, Supply Chain Risk, as prescribed in
239.7306(b), to comply with section 806 of Pub. L. 111-383.
(xvi) Part 243—Contract Modifications.
Use the clause at 252.243-7002, Requests for Equitable Adjustment, as prescribed in
243.205-71, to comply with 10 U.S.C. 2410.
(xvii) Part 244—Subcontracting Policies and Procedures.
Use the clause at 252.244-7000, Subcontracts for Commercial Items, as prescribed in
244.403.
(xviii) Part 246—Quality Assurance.
(A) Use the clause at 252.246-7003, Notification of Potential Safety Issues,
as prescribed in 246.371(a).
(B) Use the clause at 252.246-7004, Safety of Facilities, Infrastructure, and
Equipment for Military Operations, as prescribed in 246.270-4, to comply with section
807 of Pub. L. 111-84.
(C) Use the clause at 252.246-7008, Sources of Electronic Parts, as
prescribed in 246.870-3(b), to comply with section 818(c)(3) of Pub. L. 112-81, as
amended by section 817 of the National Defense Authorization Act for Fiscal Year 2015
(Pub. L. 113-291) and section 885 of the National Defense Authorization Act for Fiscal
Year 2016 (Pub. L. 114-92).
(xix) Part 247—Transportation.
(A) Use the clause at 252.247-7003, Pass-Through of Motor Carrier Fuel
Surcharge Adjustment to the Cost Bearer, as prescribed in 247.207, to comply with
section 884 of Pub. L. 110-417.
(B) Use the provision at 252.247-7022, Representation of Extent of
Transportation by Sea, as prescribed in 247.574(a).
(C) Use the basic or one of the alternates of the clause at 252.247-7023,
Transportation of Supplies by Sea, as prescribed in 247.574(b), to comply with the
Cargo Preference Act of 1904 (10 U.S.C. 2631(a)).
(1) Use the basic clause as prescribed in 247.574(b)(1).
(2) Use the alternate I clause as prescribed in 247.574(b)(2).
(3) Use the alternate II clause as prescribed in 247.574(b)(3).
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(D) Use the clause at 252.247-7024, Notification of Transportation of
Supplies by Sea, as prescribed in 247.574(c).
(E) Use the clause 252.247-7025, Reflagging or Repair Work, as prescribed
in 247.574(d), to comply with 10 U.S.C. 2631(b).
(F) Use the provision at 252.247-7026, Evaluation Preference for Use of
Domestic Shipyards—Applicable to Acquisition of Carriage by Vessel for DoD Cargo in
the Coastwise or Noncontiguous Trade, as prescribed in 247.574(e), to comply with
section 1017 of Pub. L. 109-364.
(G) Use the clause at 252.247-7027, Riding Gang Member Requirements, as
prescribed in 247.574(f), to comply with section 3504 of the National Defense
Authorization Act for Fiscal Year 2009 (Pub. L. 110-417).
(H) Use the clause at 252.247-7028, Application for U.S Government
Shipping Documentation/Instructions, as prescribed in 247.207.
212.302 Tailoring of provisions and clauses for the acquisition of commercial
items.
(c) Tailoring inconsistent with customary commercial practice.
The head of the contracting activity is the approval authority within the DoD for
waivers under FAR 12.302(c).
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SUBPART 214.2--SOLICITATION OF BIDS
(Revised June 29, 2018)
214.201-5 Part IV—Representations and instructions.
(c) Include an evaluation factor regarding supply chain risk (see subpart 239.73)
when acquiring information technology, whether as a service or as a supply, that is a
covered system, is a part of a covered system, or is in support of a covered system, as
defined in 239.7301.
214.201-6 Solicitation provisions.
(2) Use the provisions at 252.215-7007, Notice of Intent to Resolicit, and
252.215-7008, Only One Offer, as prescribed at 215.371-6 and 215.408(3), respectively.
214.202 General rules for solicitation of bids.
214.202-5 Descriptive literature.
(c) Requirements of invitation for bids. When brand name or equal purchase
descriptions are used, use of the provision at FAR 52.211-6, Brand Name or Equal,
satisfies this requirement.
214.209 Cancellation of invitations before opening.
If an invitation for bids allowed fewer than 30 days for receipt of offers, and resulted in
only one offer, the contracting officer shall cancel and resolicit, allowing an additional
period of at least 30 days for receipt of offers, as provided in 215.371.
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SUBPART 215.4--CONTRACT PRICING
(Revised June 29, 2018)
215.401 Definitions.
As used in this subpart—
“Market prices” means current prices that are established in the course of ordinary
trade between buyers and sellers free to bargain and that can be substantiated through
competition or from sources independent of the offerors.
“Relevant sales data” means information on sales of the same or similar items that can
be used to establish price reasonableness taking into consideration the age, volume, and
nature of the transactions (including any related discounts, refunds, rebates, offsets or
other adjustments).
215.402 Pricing policy.
(a)(i) Pursuant to section 831 of the National Defense Authorization Act for Fiscal
Year 2013 (Pub. L. 112-239)—
(A) The contracting officer is responsible for determining if the information
provided by the offeror is sufficient to determine price reasonableness. This
responsibility includes determining whether information on the prices at which the
same or similar items have previously been sold is adequate for evaluating the
reasonableness of price, and determining the extent of uncertified cost data that should
be required in cases in which price information is not adequate;
(B) The contracting officer shall not limit the Government’s ability to obtain
information that may be necessary to support a determination of fair and reasonable
pricing by agreeing to contract terms that preclude obtaining necessary supporting
information; and
(C) When obtaining uncertified cost data, the contracting officer shall
require the offeror to provide the information in the form in which it is regularly
maintained in the offeror’s business operations.
(ii) Follow the procedures at PGI 215.402 when conducting cost or price
analysis, particularly with regard to acquisitions for sole source commercial items.
215.403 Obtaining certified cost or pricing data.
215.403-1 Prohibition on obtaining certified cost or pricing data (10 U.S.C.
2306a and 41 U.S.C. chapter 35).
(b) Exceptions to certified cost or pricing data requirements.
(i) Follow the procedures at PGI 215.403-1(b).
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(ii) Submission of certified cost or pricing data shall not be required in the case
of a contract, subcontract, or modification of a contract or subcontract to the extent such
data relates to an indirect offset.
(c) Standards for exceptions from certified cost or pricing data requirements.
(1) Adequate price competition.
(A) For acquisitions under dual or multiple source programs—
(1) The determination of adequate price competition must be made on a
case-by-case basis. Even when adequate price competition exists, in certain cases it
may be appropriate to obtain additional data to assist in price analysis; and
(2) Adequate price competition normally exists when
(i) Prices are solicited across a full range of step quantities,
normally including a 0-100 percent split, from at least two offerors that are individually
capable of producing the full quantity; and
(ii) The reasonableness of all prices awarded is clearly established
on the basis of price analysis (see FAR 15.404-1(b)).
215.371-3.

(B) If only one offer is received in response to a competitive solicitation, see

(3) Commercial items.
items.

(A) Follow the procedures at PGI 215.403-1(c)(3)(A) for pricing commercial

(B) By November 30th of each year, departments and agencies shall provide
a report to the Director, Defense Procurement and Acquisition Policy (DPAP), ATTN:
DPAP/CPIC, of all contracting officer determinations that commercial item exceptions
apply under FAR 15.403-1(b)(3), during the previous fiscal year, for any contract,
subcontract, or modification expected to have a value of $19.5 million or more. See PGI
215.403-1(c)(3)(B) for the format and guidance for the report. The Director, DPAP, will
submit a consolidated report to the congressional defense committees.
(C) When applying the commercial item exception under FAR 15.4031(b)(3), see 212.102(a)(ii) regarding prior commercial item determinations.
(4) Waivers.
(A) The head of the contracting activity may, without power of delegation,
apply the exceptional circumstances authority when a determination is made that—
(1) The property or services cannot reasonably be obtained under the
contract, subcontract, or modification, without the granting of the waiver;
(2) The price can be determined to be fair and reasonable without the
submission of certified cost or pricing data; and
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(3) There are demonstrated benefits to granting the waiver. Follow the
procedures at PGI 215.403-1(c)(4)(A) for determining when an exceptional case waiver
is appropriate, for approval of such waivers, for partial waivers, and for waivers
applicable to unpriced supplies or services.
(B) By November 30th of each year, departments and agencies shall provide
a report to the Director, DPAP, ATTN: DPAP/CPIC, of all waivers granted under FAR
15.403-1(b)(4), during the previous fiscal year, for any contract, subcontract, or
modification expected to have a value of $19.5 million or more. See PGI 215.4031(c)(4)(B) for the format and guidance for the report. The Director, DPAP, will submit a
consolidated report to the congressional defense committees.
(C) DoD has waived the requirement for submission of certified cost or
pricing data for the Canadian Commercial Corporation and its subcontractors (but see
215.408(3) and 225.870-4(c)).
(D) DoD has waived certified cost or pricing data requirements for nonprofit
organizations (including educational institutions) on cost-reimbursement-no-fee
contracts. The contracting officer shall require
(1) Submission of data other than certified cost or pricing data to the
extent necessary to determine price reasonableness and cost realism; and
(2) Certified cost or pricing data from subcontractors that are not
nonprofit organizations when the subcontractor’s proposal exceeds the certified cost or
pricing data threshold at FAR 15.403-4(a)(1).
215.403-3 Requiring data other than certified cost or pricing data.
Follow the procedures at PGI 215.403-3.
215.403-5 Instructions for submission of certified cost or pricing data and
data other than certified cost or pricing data.
(b)(3) For contractors following the contract cost principles in FAR subpart 31.2,
Contracts With Commercial Organizations, pursuant to the procedures in FAR
42.1701(b), the administrative contracting officer shall require contractors to comply
with the submission items in Table 215.403-1 in order to ensure that their forward
pricing rate proposal is submitted in an acceptable form in accordance with FAR
15.403-5(b)(3). The contracting officer should request that the proposal be submitted to
the Government at least 90 days prior to the proposed effective date of the rates. To
ensure the proposal is complete, the contracting officer shall request that the contractor
complete the Contractor Forward Pricing Rate Proposal Adequacy Checklist at Table
215.403-1, and submit it with the forward pricing rate proposal.
Table 215.403-1 – Contractor Forward Pricing Rate Proposal Adequacy
Checklist
Complete the following checklist, providing the location of requested information, or an
explanation of why the requested information is not provided, and submit it with the
forward pricing rate proposal.
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Contractor Forward Pricing Rate Proposal Adequacy Checklist

SUBMISSION
ITEM

PROPOSAL
PAGE No.
(if
applicable)

If not
provided,
EXPLAIN
(may use
continuation
pages)

GENERAL INSTRUCTIONS
Is there a properly completed first page
of the proposal as specified by the
contracting officer?
Initial proposal elements include:
a. Name and address of contractor;
b. Name and telephone number of
point of contact;
c. Period covered;
d. The page of the proposal that
addresses—
1. Whether your organization is subject
to cost accounting standards (CAS);
2. Whether your organization has
submitted a CAS Disclosure Statement,
and whether it has been determined
adequate;
3. Whether you have been notified that
you are or may be in noncompliance
with your Disclosure Statement or CAS
(other than a noncompliance that the
cognizant Federal agency official had
determined to have an immaterial cost
impact), and if yes, an explanation;
4. Whether any aspect of this proposal
is inconsistent with your disclosed
practices or applicable CAS, and, if so,
an explanation; and whether the
proposal is consistent with established
estimating and accounting principles
and procedures and FAR part 31, Cost
Principles, and, if not, an explanation;
e. The following statement: “This
forward pricing rate proposal reflects
our estimates, as of the date of
submission entered in (f) below and
conforms with Table 215.403-1. By
submitting this proposal, we grant the
Contracting Officer and authorized
representative(s) the right to examine
those records, which include books,
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SUBMISSION
ITEM

PROPOSAL
PAGE No.
(if
applicable)

If not
provided,
EXPLAIN
(may use
continuation
pages)

GENERAL INSTRUCTIONS
documents, accounting procedures and
practices, and other data, regardless of
type and form or whether such
supporting information is specifically
referenced or included in the proposal
as the basis for each estimate, that will
permit an adequate evaluation of the
proposed rates and factors.”;
f. Date of submission; and
g. Name, title, and signature of
authorized representative.
Summary of proposed direct and
indirect rates and factors, including the
proposed pool and base costs for each
proposed indirect rate and factor.

Immediately
following the
proposal
cover page

Table of Contents or index.
a. Does the proposal include a table of
contents or index identifying and
referencing all supporting data
accompanying or identified in the
proposal?
b. For supporting documentation not
provided with the proposal, does the
basis of each estimate in the proposal
include the location of the
documentation and the point of contact
(custodian) name, phone number, and
email address?
Does the proposal disclose known or
anticipated changes in business
activities or processes that could
materially impact the proposed rates (if
not previously provided)? For
example—
a. Management initiatives to reduce
costs;
b. Changes in management objectives
as a result of economic conditions and
increased competitiveness;
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SUBMISSION
ITEM

PROPOSAL
PAGE No.
(if
applicable)

If not
provided,
EXPLAIN
(may use
continuation
pages)

GENERAL INSTRUCTIONS
c. Changes in accounting policies,
procedures, and practices including (i)
reclassification of expenses from direct
to indirect or vice versa; (ii) new
methods of accumulating and allocating
indirect costs and the related impact;
and (iii) advance agreements;
d. Company reorganizations (including
acquisitions or divestitures);
e. Shutdown of facilities; or
f. Changes in business volume and/or
contract mix/type.
5.

Do proposed costs based on judgmental
factors include an explanation of the
estimating processes and methods used,
including those used in projecting from
known data?

6.

Does the proposal show trends and
budgetary data? Does the proposal
provide an explanation of how the data,
as well as any adjustments to the data,
were used?

7.

The proposal should reconcile to the
supporting data referenced. If the
proposal does not reconcile to the
supporting data referenced, identify
applicable page(s) and explain.

8.

The proposal should be internally
consistent. If the proposal is not
internally consistent, identify
applicable page(s) and explain.
Direct Labor

9.

Direct Labor Rates Methodology and
Basis of Each Estimate.
a. Does the proposal include an
explanation of the methodology used to
develop the direct labor rates and
identify the basis of each estimate?
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SUBMISSION
ITEM

PROPOSAL
PAGE No.
(if
applicable)

If not
provided,
EXPLAIN
(may use
continuation
pages)

GENERAL INSTRUCTIONS
b. Does the proposal include or identify
the location of the supporting
documents for the base-period labor
rates (e.g., payroll records)?
10.

Does the proposal identify escalation
factors for the out-year labor rates, the
costs to which escalation is applicable,
and the basis of each factor used?

11.

Does the proposal identify planned or
anticipated changes in the composition
of labor rates, labor categories, union
agreements, headcounts, or other
factors that could significantly impact
the direct labor rates?
Indirect Rates (Fringe, Overhead, G&A, etc.)

12.

Indirect Rates Methodology and Basis
of Each Estimate.
a. Does the proposal identify the basis
of each estimate and provide an
explanation of the methodology used to
develop the indirect rates?
b. Does the proposal include or identify
the location of the supporting
documents for the proposed rates?

13.

Does the proposal identify indirect
expenses by burden center, by cost
element, by year (including any
voluntary deletions, if applicable) in a
format that is consistent with the
accounting system used to accumulate
actual expenses?

14.

Does the proposal identify any
contingencies?

15.

Does the proposal identify planned or
anticipated changes in the nature, type,
or level of indirect costs, including
fringe benefits?
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SUBMISSION
ITEM

PROPOSAL
PAGE No.
(if
applicable)

If not
provided,
EXPLAIN
(may use
continuation
pages)

GENERAL INSTRUCTIONS

16.

Does the proposal identify corporate,
home office, shared services, or other
incoming allocated costs and the source
for those costs, including location and
point of contact (custodian) name,
phone number, and email address?

17.

Does the proposal separately identify
all intermediate cost pools and provide
a reconciliation to show where the costs
will be allocated?

18.

Does the proposal identify the
escalation factors used to escalate
indirect costs for the out-years, the
costs to which escalation is applicable,
and the basis of each factor used?

19.

Does the proposal provide details of the
development of the allocation base?

20.

Does the proposal include or reference
the supporting data for the allocation
base such as program budgets,
negotiation memoranda, proposals,
contract values, etc.?

21.

Does the proposal identify how the
proposed allocation bases reconcile with
its long range plans, strategic plan,
operating budgets, sales forecasts,
program budgets, etc.?
Cost of Money (COM)

22.

Cost of Money.
a. Are Cost of Money rates submitted
on Form CASB-CMF, with the Treasury
Rate used to compute COM identified
and a summary of the net book value of
assets, identified as distributed and
non-distributed?
b. Does the proposal identify the
support for the Form CASB-CMF, for
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PROPOSAL
PAGE No.
(if
applicable)

SUBMISSION
ITEM

If not
provided,
EXPLAIN
(may use
continuation
pages)

GENERAL INSTRUCTIONS
example, the underlying reports and
records supporting the net book value of
assets contained in the form?
OTHER
23.

Does the proposal include a comparison
of prior forecasted costs to actual
results in the same format as the
proposal and an explanation/analysis of
any differences?

24.

If this is a revision to a previous rate
proposal or a forward pricing rate
agreement, does the new proposal
provide a summary of the changes in
the circumstances or the facts that the
contractor asserts require the change to
the rates?

215.404 Proposal analysis.
215.404-1 Proposal analysis techniques.
(a) General.
(i) Follow the procedures at PGI 215.404-1 for proposal analysis.
(ii) For spare parts or support equipment, perform an analysis of
(A) Those line items where the proposed price exceeds by 25 percent or more
the lowest price the Government has paid within the most recent 12-month period
based on reasonably available data;
(B) Those line items where a comparison of the item description and the
proposed price indicates a potential for overpricing;
(C) Significant high-dollar-value items. If there are no obvious high-dollarvalue items, include an analysis of a random sample of items; and

1998 EDITION

215.4-9

Defense Federal Acquisition Regulation Supplement
Part 215—Contracting By Negotiation

(D) A random sample of the remaining low-dollar value items. Sample size
may be determined by subjective judgment, e.g., experience with the offeror and the
reliability of its estimating and accounting systems.
(b) Price analysis for commercial and noncommercial items.
(i) In the absence of adequate price competition in response to the solicitation,
pricing based on market prices is the preferred method to establish a fair and
reasonable price (see PGI 215.404-1(b)(i)).
(ii) If the contracting officer determines that the information obtained through
market research is insufficient to determine the reasonableness of price, the contracting
officer shall consider information submitted by the offeror of recent purchase prices paid
by the Government and commercial customers for the same or similar commercial items
under comparable terms and conditions in establishing price reasonableness on a
subsequent purchase if the contracting officer is satisfied that the prices previously paid
remain a valid reference for comparison. The contracting officer shall consider the
totality of other relevant factors such as the time elapsed since the prior purchase and
any differences in the quantities purchased (section 853 of the National Defense
Authorization Act for Fiscal Year 2016 (Pub. L. 114-92)).
(iii) If the contracting officer determines that the offeror cannot provide
sufficient information as described in paragraph (b)(ii) of this section to determine the
reasonableness of price, the contracting officer should request the offeror to submit
information on—
conditions;
services;

(A) Prices paid for the same or similar items sold under different terms and
(B) Prices paid for similar levels of work or effort on related products or
(C) Prices paid for alternative solutions or approaches; and

(D) Other relevant information that can serve as the basis for determining
the reasonableness of price.
(iv) If the contracting officer determines that the pricing information submitted
is not sufficient to determine the reasonableness of price, the contracting officer shall
request other relevant information, to include cost data. However, no cost data may be
required in any case in which there are sufficient non-Government sales of the same
item to establish reasonableness of price (section 831 of the National Defense
Authorization Act for Fiscal Year 2013 (Pub. L. 112-239)).
(v) When evaluating pricing data, the contracting officer shall consider
materially differing terms and conditions, quantities, and market and economic factors.
For similar items, the contracting officer shall also consider material differences
between the similar item and the item being procured (see FAR 15.404-1(b)(2)(ii)(B) and
PGI 215.404-1(b)(v)). Material differences are those that could reasonably be expected
to influence the contracting officer’s determination of price reasonableness. The
contracting officer shall consider the following factors when evaluating the relevance of
the information available:
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(A) Market prices.
(B) Age of data.
(1) Whether data is too old to be relevant depends on the industry (e.g.,
rapidly evolving technologies), product maturity (e.g., stable), economic factors (e.g.,
new sellers in the marketplace), and various other considerations.
(2) A pending sale may be relevant if, in the judgement of the
contracting officer, it is probable at the anticipated price, and the sale could reasonably
be expected to materially influence the contracting officer’s determination of price
reasonableness. The contracting officer may consult with the cognizant administrative
contracting officers (ACOs) as they may have information about pending sales.
(C) Volume and completeness of transaction data. Data must include a
sufficient number of transactions to represent the range of relevant sales to all types of
customers. The data must also include key information, such as date, quantity sold,
part number, part nomenclature, sales price, and customer. If the number of
transactions is insufficient or the data is incomplete, the contracting officer shall
request additional sales data to evaluate price reasonableness. If the contractor cannot
provide sufficient sales data, the contracting officer shall request other relevant
information.
(D) Nature of transactions. The nature of a sales transaction includes the
information necessary to understand the transaction, such as terms and conditions,
date, quantity sold, sale price, unique requirements, the type of customer (government,
distributor, retail end-user, etc.), and related agreements. It also includes warranties,
key product technical specifications, maintenance agreements, and preferred customer
rewards.
(vi) The contracting officer shall consider catalog prices to be reliable when they
are regularly maintained and supported by relevant sales data (including any related
discounts, refunds, rebates, offsets, or other adjustments). The contracting officer may
request that the offeror support differences between the proposed price(s), catalog
price(s), and relevant sales data.
(vii) The contracting officer may consult with the DoD cadre of experts who are
available to provide expert advice to the acquisition workforce in assisting with
commercial item and price reasonableness determinations. The DoD cadre of experts is
identified at PGI 215.404-1(b)(vii).
215.404-2 Data to support proposal analysis.
See PGI 215.404-2 for guidance on obtaining field pricing or audit assistance.
215.404-3 Subcontract pricing considerations.
Follow the procedures at PGI 215.404-3 when reviewing a subcontractor’s proposal.
215.404-4 Profit.
(b) Policy.
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(1) Contracting officers shall use a structured approach for developing a
prenegotiation profit or fee objective on any negotiated contract action when certified
cost or pricing data is obtained, except for cost-plus-award-fee contracts (see 215.404-74,
216.405-2, and FAR 16.405-2) or contracts with Federally Funded Research and
Development Centers (FFRDCs) (see 215.404-75). There are three structured
approaches
(A) The weighted guidelines method;
(B) The modified weighted guidelines method; and
(C) An alternate structured approach.
(c) Contracting officer responsibilities.
(1) Also, do not perform a profit analysis when assessing cost realism in
competitive acquisitions.
(2) When using a structured approach, the contracting officer—
(A) Shall use the weighted guidelines method (see 215.404-71), except as
provided in paragraphs (c)(2)(B) and (c)(2)(C) of this subsection.
(B) Shall use the modified weighted guidelines method (see 215.404-72) on
contract actions with nonprofit organizations other than FFRDCs.
(C) May use an alternate structured approach (see 215.404-73) when
(1) The contract action is
15.403-4(a)(1));

(i) At or below the certified cost or pricing data threshold (see FAR
(ii) For architect-engineer or construction work;
(iii) Primarily for delivery of material from subcontractors; or
(iv) A termination settlement; or

(2) The weighted guidelines method does not produce a reasonable
overall profit objective and the head of the contracting activity approves use of the
alternate approach in writing.
(D) Shall use the weighted guidelines method to establish a basic profit rate
under a formula-type pricing agreement, and may then use the basic rate on all actions
under the agreement, provided that conditions affecting profit do not change.
(E) Shall document the profit analysis in the contract file.
(5) Although specific agreement on the applied weights or values for individual
profit factors shall not be attempted, the contracting officer may encourage the
contractor to
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(A) Present the details of its proposed profit amounts in the weighted
guidelines format or similar structured approach; and
(B) Use the weighted guidelines method in developing profit objectives for
negotiated subcontracts.
(6) The contracting officer must also verify that relevant variables have not
materially changed (e.g., performance risk, interest rates, progress payment rates,
distribution of facilities capital).
(d) Profit-analysis factors.
(1) Common factors. The common factors are embodied in the DoD structured
approaches and need not be further considered by the contracting officer.
215.404-70 DD Form 1547, Record of Weighted Guidelines Method
Application.
Follow the procedures at PGI 215.404-70 for use of DD Form 1547 whenever a
structured approach to profit analysis is required.
215.404-71 Weighted guidelines method.
215.404-71-1 General.
(a) The weighted guidelines method focuses on four profit factors—
(1) Performance risk;
(2) Contract type risk;
(3) Facilities capital employed; and
(4) Cost efficiency.
(b) The contracting officer assigns values to each profit factor; the value multiplied
by the base results in the profit objective for that factor. Except for the cost efficiency
special factor, each profit factor has a normal value and a designated range of values.
The normal value is representative of average conditions on the prospective contract
when compared to all goods and services acquired by DoD. The designated range
provides values based on above normal or below normal conditions. In the price
negotiation documentation, the contracting officer need not explain assignment of the
normal value, but should address conditions that justify assignment of other than the
normal value. The cost efficiency special factor has no normal value. The contracting
officer shall exercise sound business judgment in selecting a value when this special
factor is used (see 215.404-71-5).
215.404-71-2 Performance risk.
(a) Description. This profit factor addresses the contractor's degree of risk in
fulfilling the contract requirements. The factor consists of two parts:
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(1) Technical--the technical uncertainties of performance.
(2) Management/cost control--the degree of management effort necessary—
(i) To ensure that contract requirements are met; and
(ii) To reduce and control costs.
(b) Determination. The following extract from the DD Form 1547 is annotated to
describe the process.
Item
21.
22.
23.

Contractor Risk Factors
Technical
Management/
Cost Control
Performance Risk
(Composite)

Assigned
Weighting
(1)
(1)

Assigned
Value
(2)
(2)

N/A

(3)

Base
Profit
(Item 20) Objective
N/A
N/A
N/A
N/A
(4)

(5)

(1) Assign a weight (percentage) to each element according to its input to the
total performance risk. The total of the two weights equals 100 percent.
(2) Select a value for each element from the list in paragraph (c) of this
subsection using the evaluation criteria in paragraphs (d) and (e) of this subsection.
(3) Compute the composite as shown in the following example:

Technical
Management/
Cost Control
Composite Value

Assigned
Weighting
60%
40%

Assigned
Value
5.0%
4.0%

100%

Weighted
Value
3.0%
1.6%
4.6%

(4) Insert the amount from Block 20 of the DD Form 1547. Block 20 is total
contract costs, excluding facilities capital cost of money.
(5) Multiply (3) by (4).
(c) Values: Normal and designated ranges.
Standard
Technology
Incentive

Normal Value
5%
9%

Designated Range
3% to 7%
7% to 11%

(1) Standard. The standard designated range should apply to most contracts.
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(2) Technology incentive. For the technical factor only, contracting officers may
use the technology incentive range for acquisitions that include development,
production, or application of innovative new technologies. The technology incentive
range does not apply to efforts restricted to studies, analyses, or demonstrations that
have a technical report as their primary deliverable.
(d) Evaluation criteria for technical.
(1) Review the contract requirements and focus on the critical performance
elements in the statement of work or specifications. Factors to consider include—
(i) Technology being applied or developed by the contractor;
(ii) Technical complexity;
(iii) Program maturity;
(iv) Performance specifications and tolerances;
(v) Delivery schedule; and
(vi) Extent of a warranty or guarantee.
(2) Above normal conditions.
(i) The contracting officer may assign a higher than normal value in those
cases where there is a substantial technical risk. Indicators are—
(A) Items are being manufactured using specifications with stringent
tolerance limits;
(B) The efforts require highly skilled personnel or require the use of
state-of-the-art machinery;
(C) The services and analytical efforts are extremely important to the
Government and must be performed to exacting standards;
(D) The contractor's independent development and investment has
reduced the Government's risk or cost;
(E) The contractor has accepted an accelerated delivery schedule to
meet DoD requirements; or
(F) The contractor has assumed additional risk through warranty

provisions.

(ii) Extremely complex, vital efforts to overcome difficult technical obstacles
that require personnel with exceptional abilities, experience, and professional
credentials may justify a value significantly above normal.
(iii) The following may justify a maximum value—
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(A) Development or initial production of a new item, particularly if
performance or quality specifications are tight; or
(B) A high degree of development or production concurrency.
(3) Below normal conditions.
(i) The contracting officer may assign a lower than normal value in those
cases where the technical risk is low. Indicators are—
(A) Requirements are relatively simple;
(B) Technology is not complex;
(C) Efforts do not require highly skilled personnel;
(D) Efforts are routine;
(E) Programs are mature; or
(F) Acquisition is a follow-on effort or a repetitive type acquisition.
for—

(ii) The contracting officer may assign a value significantly below normal
(A) Routine services;
(B) Production of simple items;

information; or

(C) Rote entry or routine integration of Government-furnished
(D) Simple operations with Government-furnished property.

(4) Technology incentive range.
(i) The contracting officer may assign values within the technology incentive
range when contract performance includes the introduction of new, significant
technological innovation. Use the technology incentive range only for the most
innovative contract efforts. Innovation may be in the form of-(A) Development or application of new technology that fundamentally
changes the characteristics of an existing product or system and that results in
increased technical performance, improved reliability, or reduced costs; or
(B) New products or systems that contain significant technological
advances over the products or systems they are replacing.
(ii) When selecting a value within the technology incentive range, the
contracting officer should consider the relative value of the proposed innovation to the
acquisition as a whole. When the innovation represents a minor benefit, the contracting
officer should consider using values less than the norm. For innovative efforts that will
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have a major positive impact on the product or program, the contracting officer may use
values above the norm.
(e) Evaluation criteria for management/cost control.
(1) The contracting officer should evaluate—
(i) The contractor's management and internal control systems using
contracting office data, information and reviews made by field contract administration
offices or other DoD field offices;
(ii) The management involvement expected on the prospective contract

action;

(iii) The degree of cost mix as an indication of the types of resources applied
and value added by the contractor;
(iv) The contractor's support of Federal socioeconomic programs;
(v) The expected reliability of the contractor's cost estimates (including the
contractor's cost estimating system);
(vi) The adequacy of the contractor's management approach to controlling
cost and schedule; and
(vii) Any other factors that affect the contractor's ability to meet the cost
targets (e.g., foreign currency exchange rates and inflation rates).
(2) Above normal conditions.
(i) The contracting officer may assign a higher than normal value when
there is a high degree of management effort. Indicators of this are—
(A) The contractor's value added is both considerable and reasonably

difficult;

(B) The effort involves a high degree of integration or coordination;
(C) The contractor has a good record of past performance;
(D) The contractor has a substantial record of active participation in
Federal socioeconomic programs;
(E) The contractor provides fully documented and reliable cost

estimates;

(F) The contractor makes appropriate make-or-buy decisions; or
(G) The contractor has a proven record of cost tracking and control.
(ii) The contracting officer may justify a maximum value when the effort—
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(A) Requires large scale integration of the most complex nature;
(B) Involves major international activities with significant management
coordination (e.g., offsets with foreign vendors); or
(C) Has critically important milestones.
(iii) If the contractor demonstrates efficient management and cost control
through the submittal of a timely, qualifying proposal (as defined in 217.7401(c)) in
furtherance of definitization of an undefinitized contract action, and the proposal
demonstrates effective cost control from the time of award to the present, the
contracting officer may add 1 percentage point to the value determined for
management/cost control up to the maximum of 7 percent.
(3) Below normal conditions.
(i) The contracting officer may assign a lower than normal value when the
management effort is minimal. Indicators of this are—
(A) The program is mature and many end item deliveries have been

made;

(B) The contractor adds minimal value to an item;
(C) The efforts are routine and require minimal supervision;
(D) The contractor provides poor quality, untimely proposals;
(E) The contractor fails to provide an adequate analysis of
subcontractor costs;
of the proposal;

(F) The contractor does not cooperate in the evaluation and negotiation
(G) The contractor's cost estimating system is marginal;
(H) The contractor has made minimal effort to initiate cost reduction

programs;

(I) The contractor's cost proposal is inadequate;
(J) The contractor has a record of cost overruns or another indication of
unreliable cost estimates and lack of cost control; or
(K) The contractor has a poor record of past performance.
(ii) The following may justify a value significantly below normal—
(A) Reviews performed by the field contract administration offices
disclose unsatisfactory management and internal control systems (e.g., quality
assurance, property control, safety, security); or
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involvement.

(B) The effort requires an unusually low degree of management

215.404-71-3 Contract type risk and working capital adjustment.
(a) Description. The contract type risk factor focuses on the degree of cost risk
accepted by the contractor under varying contract types. The working capital
adjustment is an adjustment added to the profit objective for contract type risk. It only
applies to fixed-price contracts that provide for progress payments. Though it uses a
formula approach, it is not intended to be an exact calculation of the cost of working
capital. Its purpose is to give general recognition to the contractor's cost of working
capital under varying contract circumstances, financing policies, and the economic
environment.
(b) Determination. The following extract from the DD 1547 is annotated to explain
the process.
Item

Contractor
Risk Factors

Assigned
Value

Base

Profit
Objective

24a

Contract Type Risk
(based on incurred
costs at the time of
qualifying proposal
submission)

(1)

(2)(i)

(3)

24b

Contract Type Risk
(based on
Government
estimated cost to
complete)

(1)

(2)(ii)

(3)

24c

Totals

(3)

(3)

Item

Contractor
Risk Factors

25

Working Capital (4)

Costs
Financed

Length
Factor

Interest
Rate

Profit
Objective

(5)

(6)

(7)

(8)

(1) Select a value from the list of contract types in paragraph (c) of this section
using the evaluation criteria in paragraph (d) of this section. See paragraph (d)(2) of
this section.
(2)(i) Insert the amount of costs incurred as of the date the contractor submits a
qualifying proposal, such as under an undefinitized contract action (excluding facilities
capital cost of money) into the Block 24a column titled Base.
(ii) Insert the amount of Government estimated cost to complete (excluding
facilities capital cost of money) into the Block 24b column titled Base.
(3) Multiply (1) by (2)(i) and (2)(ii), respectively for blocks 24a and 24b. Add
Blocks 24a and 24b and insert the totals in Block 24c.
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(4) Only complete this block when the prospective contract is a fixed-price
contract containing provisions for progress payments.
(5) Insert the amount computed per paragraph (e) of this subsection.
(6) Insert the appropriate figure from paragraph (f) of this subsection.
(7) Use the interest rate established by the Secretary of the Treasury (see
http://www.treasurydirect.gov/govt/rates/tcir/tcir_opdirsemi.htm). Do not use any other
interest rate.
(8) Multiply (5) by (6) by (7). This is the working capital adjustment. It shall
not exceed 4 percent of the contract costs in Block 20.
(c) Values: Normal and designated ranges.

(1)
(6)

Normal
Value
(percent)
5
4

Designated
Range
(percent)
4 to 6.
2.5 to 5.5.

(2)

3

2 to 4.

Fixed-price incentive, no financing
Fixed-price incentive, with performancebased payments
Fixed-price with redetermination
provision
Fixed-price incentive, with progress
payments

(1)
(6)

3
2

2 to 4.
0.5 to 3.5.

(2)

1

0 to 2.

Cost-plus-incentive-fee
Cost-plus-fixed-fee
Time-and-materials (including overhaul
contracts priced on time-and-materials
basis)

(4)
(4)
(5)

1
.5
.5

0 to 2.
0 to 1.
0 to 1.

Labor-hour

(5)

.5

0 to 1.

Firm-fixed-price, level-of-effort

(5)

.5

0 to 1.

Contract Type

Notes

Firm-fixed-price, no financing
Firm-fixed-price, with performance-based
payments
Firm-fixed-price, with progress payments

(3)

(1) “No financing” means either that the contract does not provide progress
payments or performance-based payments, or that the contract provides them only on a
limited basis, such as financing of first articles. Do not compute a working capital
adjustment.
(2) When the contract contains provisions for progress payments, compute a
working capital adjustment (Block 25).
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(3) For the purposes of assigning profit values, treat a fixed-price contract with
redetermination provisions as if it were a fixed-price incentive contract with below
normal conditions.
(4) Cost-plus contracts shall not receive the working capital adjustment.
(5) These types of contracts are considered cost-plus-fixed-fee contracts for the
purposes of assigning profit values. They shall not receive the working capital
adjustment in Block 25. However, they may receive higher than normal values within
the designated range to the extent that portions of cost are fixed.
(6) When the contract contains provisions for performance-based payments, do
not compute a working capital adjustment.
(d) Evaluation criteria.
(1) General. The contracting officer should consider elements that affect
contract type risk such as—
(i) Length of contract;
(ii) Adequacy of cost data for projections;
(iii) Economic environment;
(iv) Nature and extent of subcontracted activity;
(v) Protection provided to the contractor under contract provisions (e.g.,
economic price adjustment clauses);
(vi) The ceilings and share lines contained in incentive provisions;
(vii) Risks associated with contracts for foreign military sales (FMS) that
are not funded by U.S. appropriations; and
(viii) When the contract contains provisions for performance-based
payments—
(A) The frequency of payments;
(B) The total amount of payments compared to the maximum allowable
amount specified at FAR 32.1004(b)(2); and
(C) The risk of the payment schedule to the contractor.
(2) Mandatory.
(i) The contracting officer shall assess the extent to which costs have been
incurred prior to definitization of the contract action (also see 217.7404-6(a) and
243.204-70-6). When costs have been incurred prior to definitization, generally regard
the contract type risk to be in the low end of the designated range. If a substantial
portion of the costs have been incurred prior to definitization, the contracting officer
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may assign a value as low as 0 percent, regardless of contract type.
(ii) Contracting officers shall document in the price negotiation
memorandum the reason for assigning a specific contract type risk value, to include the
extent to which any reduced cost risk during the undefinitized period of performance
was considered, in determining the negotiation objective.
(3) Above normal conditions. The contracting officer may assign a higher than
normal value when there is substantial contract type risk. Indicators of this are—
(i) Efforts where there is minimal cost history;
(ii) Long-term contracts without provisions protecting the contractor,
particularly when there is considerable economic uncertainty;
(iii) Incentive provisions (e.g., cost and performance incentives) that place a
high degree of risk on the contractor;
(iv) FMS sales (other than those under DoD cooperative logistics support
arrangements or those made from U.S. Government inventories or stocks) where the
contractor can demonstrate that there are substantial risks above those normally
present in DoD contracts for similar items; or
(v) An aggressive performance-based payment schedule that increases risk.
(4) Below normal conditions. The contracting officer may assign a lower than
normal value when the contract type risk is low. Indicators of this are—
(i) Very mature product line with extensive cost history;
(ii) Relatively short-term contracts;
(iii) Contractual provisions that substantially reduce the contractor's risk;
(iv) Incentive provisions that place a low degree of risk on the contractor;
(v) Performance-based payments totaling the maximum allowable
amount(s) specified at FAR 32.1004(b)(2); or
risk.

(vi) A performance-based payment schedule that is routine with minimal

(e) Costs financed.
(1) Costs financed equal total costs multiplied by the portion (percent) of costs
financed by the contractor.
(2) Total costs equal Block 20 (i.e., all allowable costs excluding facilities capital
cost of money), reduced as appropriate when—
(i) The contractor has little cash investment (e.g., subcontractor progress
payments liquidated late in period of performance);
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(ii) Some costs are covered by special financing provisions, such as advance
payments; or
(iii) The contract is multiyear and there are special funding arrangements.
(3) The portion that the contractor finances is generally the portion not covered
by progress payments, i.e., 100 percent minus the customary progress payment rate
(see FAR 32.501). For example, if a contractor receives progress payments at 80
percent, the portion that the contractor finances is 20 percent. On contracts that
provide progress payments to small businesses, use the customary progress payment
rate for large businesses.
(f) Contract length factor.
(1) This is the period of time that the contractor has a working capital
investment in the contract. It—
(i) Is based on the time necessary for the contractor to complete the
substantive portion of the work;
(ii) Is not necessarily the period of time between contract award and final
delivery (or final payment), as periods of minimal effort should be excluded;
(iii) Should not include periods of performance contained in option
provisions; and
(iv) Should not, for multiyear contracts, include periods of performance
beyond that required to complete the initial program year's requirements.
(2) The contracting officer—
(i) Should use the following table to select the contract length factor;
(ii) Should develop a weighted average contract length when the contract
has multiple deliveries; and
result.

(iii) May use sampling techniques provided they produce a representative
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TABLE
Period to Perform Substantive
Portion (in months)
21 or less
22 to 27
28 to 33
34 to 39
40 to 45
46 to 51
52 to 57
58 to 63
64 to 69
70 to 75
76 or more

Contract Length
Factor
.40
.65
.90
1.15
1.40
1.65
1.90
2.15
2.40
2.65
2.90

(3) Example: A prospective contract has a performance period of 40 months
with end items being delivered in the 34th, 36th, 38th, and 40th months of the contract.
The average period is 37 months and the contract length factor is 1.15.
215.404-71-4 Facilities capital employed.
(a) Description. This factor focuses on encouraging and rewarding capital
investment in facilities that benefit DoD. It recognizes both the facilities capital that
the contractor will employ in contract performance and the contractor's commitment to
improving productivity.
(b) Contract facilities capital estimates. The contracting officer shall estimate the
facilities capital cost of money and capital employed using—
(1) An analysis of the appropriate Forms CASB-CMF and cost of money factors
(48 CFR 9904.414 and FAR 31.205-10); and
(2) DD Form 1861, Contract Facilities Capital Cost of Money.
(c) Use of DD Form 1861. See PGI 215.404-71-4(c) for obtaining field pricing
support for preparing DD Form 1861.
(1) Purpose. The DD Form 1861 provides a means of linking the Form CASBCMF and DD Form 1547, Record of Weighted Guidelines Application. It—
(i) Enables the contracting officer to differentiate profit objectives for
various types of assets (land, buildings, equipment). The procedure is similar to
applying overhead rates to appropriate overhead allocation bases to determine contract
overhead costs.
(ii) Is designed to record and compute the contract facilities capital cost of
money and capital employed which is carried forward to DD Form 1547.
(2) Completion instructions. Complete a DD Form 1861 only after evaluating
the contractor's cost proposal, establishing cost of money factors, and establishing a
prenegotiation objective on cost. Complete the form as follows:
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(i) List overhead pools and direct-charging service centers (if used) in the
same structure as they appear on the contractor's cost proposal and Form CASB-CMF.
The structure and allocation base units-of-measure must be compatible on all three
displays.
(ii) Extract appropriate contract overhead allocation base data, by year,
from the evaluated cost breakdown or prenegotiation cost objective and list against each
overhead pool and direct-charging service center.
(iii) Multiply each allocation base by its corresponding cost of money factor
to get the facilities capital cost of money estimated to be incurred each year. The sum of
these products represents the estimated contract facilities capital cost of money for the
year's effort.
(iv) Total contract facilities cost of money is the sum of the yearly amounts.
(v) Since the facilities capital cost of money factors reflect the applicable cost
of money rate in Column 1 of Form CASB-CMF, divide the contract cost of money by
that same rate to determine the contract facilities capital employed.
(d) Preaward facilities capital applications. To establish cost and price objectives,
apply the facilities capital cost of money and capital employed as follows:
(1) Cost of Money.
(i) Cost Objective. Use the imputed facilities capital cost of money, with
normal, booked costs, to establish a cost objective or the target cost when structuring an
incentive type contract. Do not adjust target costs established at the outset even though
actual cost of money rates become available during the period of contract performance.
(ii) Profit Objective. When measuring the contractor's effort for the purpose
of establishing a prenegotiation profit objective, restrict the cost base to normal, booked
costs. Do not include cost of money as part of the cost base.
(2) Facilities Capital Employed. Assess and weight the profit objective for risk
associated with facilities capital employed in accordance with the profit guidelines at
215.404-71-4.
(e) Determination. The following extract from the DD Form 1547 has been
annotated to explain the process.
Item
26.
27.
28.

Contractor Facilities
Capital Employed
Land
Buildings
Equipment

Assigned
Value
N/A
N/A
(1)

Amount
Employed
(2)
(2)
(2)

Profit
Objective
N/A
N/A
(3)

(1) Select a value from the list in paragraph (f) of this subsection using the
evaluation criteria in paragraph (g) of this subsection.
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(2) Use the allocated facilities capital attributable to land, buildings, and
equipment, as derived in DD Form 1861, Contract Facilities Capital Cost of Money.
(i) In addition to the net book value of facilities capital employed, consider
facilities capital that is part of a formal investment plan if the contractor submits
reasonable evidence that—
(A) Achievable benefits to DoD will result from the investment; and
structure.

(B) The benefits of the investment are included in the forward pricing

(ii) If the value of intracompany transfers has been included in Block 20 at
cost (i.e., excluding general and administrative (G&A) expenses and profit), add to the
contractor's allocated facilities capital, the allocated facilities capital attributable to the
buildings and equipment of those corporate divisions supplying the intracompany
transfers. Do not make this addition if the value of intracompany transfers has been
included in Block 20 at price (i.e., including G&A expenses and profit).
(3) Multiply (1) by (2).
(f) Values: Normal and designated ranges.
Asset Type
Land
Buildings
Equipment

Normal
Value
0%
0%
17.5%

Designated Range
N/A
N/A
10% to 25%

(g) Evaluation criteria.
(1) In evaluating facilities capital employed, the contracting officer—
(i) Should relate the usefulness of the facilities capital to the goods or
services being acquired under the prospective contract;
(ii) Should analyze the productivity improvements and other anticipated
industrial base enhancing benefits resulting from the facilities capital investment,
including—
(A) The economic value of the facilities capital, such as physical age,
undepreciated value, idleness, and expected contribution to future defense needs; and
(B) The contractor's level of investment in defense related facilities as
compared with the portion of the contractor's total business that is derived from DoD;
and
(iii) Should consider any contractual provisions that reduce the contractor's
risk of investment recovery, such as termination protection clauses and capital
investment indemnification.
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(2) Above normal conditions.
(i) The contracting officer may assign a higher than normal value if the
facilities capital investment has direct, identifiable, and exceptional benefits. Indicators
are—
(A) New investments in state-of-the-art technology that reduce
acquisition cost or yield other tangible benefits such as improved product quality or
accelerated deliveries; or
applications.

(B) Investments in new equipment for research and development

(ii) The contracting officer may assign a value significantly above normal
when there are direct and measurable benefits in efficiency and significantly reduced
acquisition costs on the effort being priced. Maximum values apply only to those cases
where the benefits of the facilities capital investment are substantially above normal.
(3) Below normal conditions.
(i) The contracting officer may assign a lower than normal value if the
facilities capital investment has little benefit to DoD. Indicators are—
(A) Allocations of capital apply predominantly to commercial item lines;
(B) Investments are for such things as furniture and fixtures, home or
group level administrative offices, corporate aircraft and hangars, gymnasiums; or
(C) Facilities are old or extensively idle.
(ii) The contracting officer may assign a value significantly below normal
when a significant portion of defense manufacturing is done in an environment
characterized by outdated, inefficient, and labor-intensive capital equipment.
215.404-71-5 Cost efficiency factor.
(a) This special factor provides an incentive for contractors to reduce costs. To the
extent that the contractor can demonstrate cost reduction efforts that benefit the
pending contract, the contracting officer may increase the prenegotiation profit objective
by an amount not to exceed 4 percent of total objective cost (Block 20 of the DD Form
1547) to recognize these efforts (Block 29).
(b) To determine if using this factor is appropriate, the contracting officer shall
consider criteria, such as the following, to evaluate the benefit the contractor’s cost
reduction efforts will have on the pending contract:
(1) The contractor’s participation in Single Process Initiative improvements;
(2) Actual cost reductions achieved on prior contracts;
(3) Reduction or elimination of excess or idle facilities;
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(4) The contractor’s cost reduction initiatives (e.g., competition advocacy
programs, technical insertion programs, obsolete parts control programs, spare parts
pricing reform, value engineering, outsourcing of functions such as information
technology). Metrics developed by the contractor such as fully loaded labor hours (i.e.,
cost per labor hour, 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;
(5) The contractor’s adoption of process improvements to reduce costs;
(6) Subcontractor cost reduction efforts;
or

(7) The contractor’s effective incorporation of commercial items and processes;

(8) The contractor’s investment in new facilities when such investments
contribute to better asset utilization or improved productivity.
(c) 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 shall consider the impact that quantity differences, learning, changes
in scope, and economic factors such as inflation and deflation will have on cost
reduction.
215.404-72 Modified weighted guidelines method for nonprofit organizations
other than FFRDCs.
(a) Definition. As used in this subpart, a nonprofit organization is a business
entity—
(1) That operates exclusively for charitable, scientific, or educational purposes;
(2) Whose earnings do not benefit any private shareholder or individual;
(3) Whose activities do not involve influencing legislation or political
campaigning for any candidate for public office; and
(4) That is exempted from Federal income taxation under section 501 of the
Internal Revenue Code.
(b) For nonprofit organizations that are entities that have been identified by the
Secretary of Defense or a Secretary of a Department as receiving sustaining support on
a cost-plus-fixed-fee basis from a particular DoD department or agency, compute a fee
objective for covered actions using the weighted guidelines method in 215.404-71, with
the following modifications:
(1) Modifications to performance risk (Blocks 21-23 of the DD Form 1547).
(i) If the contracting officer assigns a value from the standard designated
range (see 215.404-71-2(c)), reduce the fee objective by an amount equal to 1 percent of
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the costs in Block 20 of the DD Form 1547. Show the net (reduced) amount on the DD
Form 1547.
(ii) Do not assign a value from the technology incentive designated range.
(2) Modifications to contract type risk (Block 24 of the DD Form 1547). Use a
designated range of –1 percent to 0 percent instead of the values in 215.404-71-3. There
is no normal value.
(c) For all other nonprofit organizations except FFRDCs, compute a fee objective for
covered actions using the weighted guidelines method in 215.404-71, modified as
described in paragraph (b)(1) of this subsection.
215.404-73 Alternate structured approaches.
(a) The contracting officer may use an alternate structured approach under 215.4044(c).
(b) The contracting officer may design the structure of the alternate, but it shall
include—
(1) Consideration of the three basic components of profit--performance risk,
contract type risk (including working capital), and facilities capital employed. However,
the contracting officer is not required to complete Blocks 21 through 30 of the DD Form
1547.
(2) Offset for facilities capital cost of money.
(i) The contracting officer shall reduce the overall prenegotiation profit
objective by the amount of facilities capital cost of money under Cost Accounting
Standard (CAS) 414, Cost of Money as an Element of the Cost of Facilities Capital (48
CFR 9904.414). Cost of money under CAS 417, Cost of Money as an Element of the
Cost of Capital Assets Under Construction (48 CFR 9904.417), should not be used to
reduce the overall prenegotiation profit objective. The profit amount in the negotiation
summary of the DD Form 1547 must be net of the offset.
(ii) This adjustment is needed for the following reason: The values of the
profit factors used in the weighted guidelines method were adjusted to recognize the
shift in facilities capital cost of money from an element of profit to an element of
contract cost (see FAR 31.205-10) and reductions were made directly to the profit factors
for performance risk. In order to ensure that this policy is applied to all DoD contracts
that allow facilities capital cost of money, similar adjustments shall be made to
contracts that use alternate structured approaches.
215.404-74 Fee requirements for cost-plus-award-fee contracts.
In developing a fee objective for cost-plus-award-fee contracts, the contracting officer
shall—
(a) Follow the guidance in FAR 16.405-2 and 216.405-2;
(b) Not use the weighted guidelines method or alternate structured approach;
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(c) Apply the offset policy in 215.404-73(b)(2) for facilities capital cost of money, i.e.,
reduce the base fee by the amount of facilities capital cost of money; and
(d) Not complete a DD Form 1547.
215.404-75 Fee requirements for FFRDCs.
For nonprofit organizations that are FFRDCs, the contracting officer—
(a) Should consider whether any fee is appropriate. Considerations shall include
the FFRDC’s—
(1) Proportion of retained earnings (as established under generally accepted
accounting methods) that relates to DoD contracted effort;
(2) Facilities capital acquisition plans;
(3) Working capital funding as assessed on operating cycle cash needs; and
(4) Provision for funding unreimbursed costs deemed ordinary and necessary to
the FFRDC.
(b) Shall, when a fee is considered appropriate, establish the fee objective in
accordance with FFRDC fee policies in the DoD FFRDC Management Plan.
(c) Shall not use the weighted guidelines method or an alternate structured
approach.
215.406-1 Prenegotiation objectives.
Follow the procedures at PGI 215.406-1 for establishing prenegotiation objectives.
215.406-3 Documenting the negotiation.
Follow the procedures at PGI 215.406-3 for documenting the negotiation.
215.407 Special cost or pricing areas.
215.407-1 Defective certified cost or pricing data.
(c)(i) When a contractor voluntarily discloses defective pricing after contract award,
the contracting officer shall discuss the disclosure with the Defense Contract Audit
Agency (DCAA). This discussion will assist in the contracting officer determining the
involvement of DCAA, which could be a limited-scope audit (e.g., limited to the affected
cost elements of the defective pricing disclosure), a full-scope audit, or technical
assistance as appropriate for the circumstances (e.g., nature or dollar amount of the
defective pricing disclosure). At a minimum, the contracting officer shall discuss with
DCAA the following:
contract.
contract.

(A) Completeness of the contractor’s voluntary disclosure on the affected
(B) Accuracy of the contractor’s cost impact calculation for the affected
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(C) Potential impact on existing contracts, task or deliver orders, or other
proposals the contractor has submitted to the Government.
(ii) Voluntary disclosure of defective pricing is not a voluntary refund as defined
in 242.7100 and does not waive the Government entitlement to the recovery of any
overpayment plus interest on the overpayments in accordance with FAR 15.407-1(b)(7).
(iii) Voluntary disclosure of defective pricing does not waive the Government’s
rights to pursue defective pricing claims on the affected contract or any other
Government contract.
215.407-2 Make-or-buy programs.
(a) General. See PGI for guidance on factors to consider when deciding whether to
request a make-or-buy plan and for factors to consider when evaluating make-or-buy
plan submissions.
(e) Program requirements.
(1) Items and work included. The minimum dollar amount is $1.5 million.
215.407-3 Forward pricing rate agreements.
(b)(i) Use forward pricing rate agreement (FPRA) rates when such rates are
available, unless waived on a case-by-case basis by the head of the contracting activity.
(ii) Advise the ACO of each case waived.
(iii) Contact the ACO for questions on FPRAs or recommended rates.
215.407-4 Should-cost review.
See PGI 215.407-4 for guidance on determining whether to perform a program or
overhead should-cost review.
215.407-5 Estimating systems.
215.407-5-70 Disclosure, maintenance, and review requirements.
(a) Definitions.
(1) “Acceptable estimating system” is defined in the clause at 252.215-7002,
Cost Estimating System Requirements.
(2) “Contractor” means a business unit as defined in FAR 2.101.
(3) “Estimating system” is as defined in the clause at 252.215-7002, Cost
Estimating System Requirements.
(4) “Significant deficiency” is defined in the clause at 252.215-7002, Cost
Estimating System Requirements.
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(b) Applicability.
(1) DoD policy is that all contractors have acceptable estimating systems that
consistently produce well-supported proposals that are acceptable as a basis for
negotiation of fair and reasonable prices.
(2) A large business contractor is subject to estimating system disclosure,
maintenance, and review requirements if—
(i) In its preceding fiscal year, the contractor received DoD prime contracts
or subcontracts totaling $50 million or more for which certified cost or pricing were
required; or
(ii) In its preceding fiscal year, the contractor received DoD prime contracts
or subcontracts totaling $10 million or more (but less than $50 million) for which
certified cost or pricing data were required and the contracting officer, with concurrence
or at the request of the ACO, determines it to be in the best interest of the Government
(e.g., significant estimating problems are believed to exist or the contractor's sales are
predominantly Government).
(c) Policy.
(1) The contracting officer shall—
(i) Through use of the clause at 252.215-7002, Cost Estimating System
Requirements, apply the disclosure, maintenance, and review requirements to large
business contractors meeting the criteria in paragraph (b)(2)(i) of this section;
(ii) Consider whether to apply the disclosure, maintenance, and review
requirements to large business contractors under paragraph (b)(2)(ii) of this section; and
(iii) Not apply the disclosure, maintenance, and review requirements to
other than large business contractors.
(2) The cognizant contracting officer, in consultation with the auditor, for
contractors subject to paragraph (b)(2) of this section, shall—
(i) Determine the acceptability of the disclosure and approve or disapprove
the system; and
(ii) Pursue correction of any deficiencies.
(3) The auditor conducts estimating system reviews.
(4) An acceptable system shall provide for the use of appropriate source data,
utilize sound estimating techniques and good judgment, maintain a consistent
approach, and adhere to established policies and procedures.
(5) In evaluating the acceptability of a contractor's estimating system, the
contracting officer, in consultation with the auditor, shall determine whether the
contractor's estimating system complies with the system criteria for an acceptable
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estimating system as prescribed in the clause at 252.215-7002, Cost Estimating System
Requirements.
(d) Disposition of findings—
(1) Reporting of findings. The auditor shall document findings and
recommendations in a report to the contracting officer. If the auditor identifies any
significant estimating system deficiencies, the report shall describe the deficiencies in
sufficient detail to allow the contracting officer to understand the deficiencies.
(2) Initial determination. (i) The contracting officer shall review all findings
and recommendations and, if there are no significant deficiencies, shall promptly notify
the contractor, in writing, that the contractor's estimating system is acceptable and
approved; or
(ii) If the contracting officer finds that there are one or more significant
deficiencies (as defined in the clause at 252.215-7002, Cost Estimating System
Requirements) due to the contractor’s failure to meet one or more of the estimating
system criteria in the clause at 252.215-7002, the contracting officer shall—
(A) Promptly make an initial written determination on any significant
deficiencies and notify the contractor, in writing, providing a description of each
significant deficiency in sufficient detail to allow the contractor to understand the
deficiency;
(B) Request the contractor to respond, in writing, to the initial
determination within 30 days; and
(C) Promptly evaluate the contractor’s responses to the initial
determination, in consultation with the auditor or functional specialist, and make a
final determination.
(3) Final determination. (i) The contracting officer shall make a final
determination and notify the contractor, in writing, that——
(A) The contractor's estimating system is acceptable and approved, and
no significant deficiencies remain, or
(B) Significant deficiencies remain. The notice shall identify any
remaining significant deficiencies, and indicate the adequacy of any proposed or
completed corrective action. The contracting officer shall—
(1) Request that the contractor, within 45 days of receipt of the
final determination, either correct the deficiencies or submit an acceptable corrective
action plan showing milestones and actions to eliminate the deficiencies;
(2) Disapprove the system in accordance with the clause at
252.215-7002, Cost Estimating System Requirements; and
(3) Withhold payments in accordance with the clause at 252.2427005, Contractor Business Systems, if the clause is included in the contract.
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(ii) Follow the procedures relating to monitoring a contractor's corrective
action and the correction of significant deficiencies in PGI 215.407-5-70(e).
(e) System approval. The contracting officer shall promptly approve a previously
disapproved estimating system and notify the contractor when the contracting officer
determines that there are no remaining significant deficiencies.
(f) Contracting officer notifications. The cognizant contracting officer shall promptly
distribute copies of a determination to approve a system, disapprove a system and
withhold payments, or approve a previously disapproved system and release withheld
payments, to the auditor; payment office; affected contracting officers at the buying
activities; and cognizant contracting officers in contract administration activities.
215.408 Solicitation provisions and contract clauses.
(1) Use the clause at 252.215-7002, Cost Estimating System Requirements, in all
solicitations and contracts to be awarded on the basis of certified cost or pricing data.
(2) When contracting with the Canadian Commercial Corporation—
(i)(A) Use the provision at 252.215-7003, Requirement for Submission of Data
Other Than Certified Cost or Pricing Data—Canadian Commercial Corporation—
(1) In lieu of DFARS 252.215-7010, Requirements for Certified Cost or
Pricing Data and Data Other Than Certified Cost or Pricing Data, in a solicitation,
including solicitations using FAR part 12 procedures for the acquisition of commercial
items, for a sole source acquisition from the Canadian Commercial Corporation that
is—
$700,000; or
million; or

(i) Cost-reimbursement, if the contract value is expected to exceed
(ii) Fixed-price, if the contract value is expected to exceed $500

(2) In lieu of DFARS 252.215-7010, in a solicitation, including
solicitations using FAR part 12 procedures for the acquisition of commercial items, for a
sole source acquisition from the Canadian Commercial Corporation that does not meet
the thresholds specified in paragraph (2)(i)(A)(1), if approval is obtained as required at
225.870-4(c)(2)(ii); and
(B) Do not use 252.225-7003 in lieu of DFARS 252.215-7010 in competitive
acquisitions; and
(ii)(A) Use the clause at 252.215-7004, Requirement for Submission of Data
Other Than Certified Cost or Pricing Data—Modifications—Canadian Commercial
Corporation—
(1) In a solicitation, including solicitations using FAR part 12 procedures for
the acquisition of commercial items, for a sole source acquisition, from the Canadian
Commercial Corporation and resultant contract that is—
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$700,000; or

(i) Cost-reimbursement, if the contract value is expected to exceed
(ii) Fixed-price, if the contract value is expected to exceed $500 million;

(2) In a solicitation, including solicitations using FAR part 12 procedures for
the acquisition of commercial items, for a sole source acquisition from the Canadian
Commercial Corporation and resultant contract that does not meet the thresholds
specified in paragraph (2)(ii)(A)(1), if approval is obtained as required at
225.870- 4(c)(2)(ii); or
(3)(i) In a solicitation, including solicitations using FAR part 12 procedures
for the acquisition of commercial items, for a competitive acquisition that includes FAR
52.215-21, Requirement for Data Other Than Certified Cost or Pricing Data—
Modifications, or that meets the thresholds specified in paragraph (2)(ii)(A) (1).
(ii) The contracting officer shall then select the appropriate clause to
include in the contract (52.215-21 only if award is not to the Canadian Commercial
Corporation; or 252.215-7004 if award is to the Canadian Commercial Corporation and
necessary approval is obtained in accordance with 225.870-4(c)(2)(ii)); and
(B) The contracting officer may specify a higher threshold in paragraph (b)
of the clause 252.215-7004.
(3)(i) Use the provision at 252.215-7008, Only One Offer, in competitive
solicitations, including solicitations using FAR part 12 procedures for the acquisition of
commercial items, unless an exception at 215.371-4(a) applies.
(ii) In solicitations that include 252.215-7008, Only One Offer, also include the
provision at FAR 52.215-20, Requirements for Certified Cost or Pricing Data and Data
Other Than Certified Cost or Pricing Data, with any appropriate alternate as
prescribed at FAR 15.408-1 if the contracting officer is requesting submission of data
other than certified cost or pricing data with the offer.
(4) When the solicitation requires the submission of certified cost or pricing data,
the contracting officer should include 252.215-7009, Proposal Adequacy Checklist, in
the solicitation to facilitate submission of a thorough, accurate, and complete proposal.
(5) When reasonably certain that the submission of certified cost or pricing data or
data other than certified cost or pricing data will be required—
(i) Use the basic or alternate of the provision at 252.215-7010, Requirements for
Certified Cost or Pricing Data and Data Other Than Certified Cost or Pricing Data, in
lieu of the provision at FAR 52.215-20, Requirements for Certified Cost or Pricing Data
and Data Other Than Certified Cost or Pricing Data, in solicitations, including
solicitations using FAR part 12 procedures for the acquisition of commercial items.
(A) Use the basic provision when submission of certified cost or pricing data
is required to be in the FAR Table 15-2 format, or if it is anticipated, at the time of
solicitation, that the submission of certified cost or pricing data may not be required.
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(B) Use the alternate I provision to specify a format for certified cost or
pricing data other than the format required by FAR Table 15-2;
(ii) Use the provision at 252.215-7011, Requirements for Submission of
Proposals to the Administrative Contracting Officer and Contract Auditor, when using
the basic or alternate of the provision at 252.215-7010 and copies of the proposal are to
be sent to the ACO and contract auditor; and
(iii) Use the provision at 252.215-7012, Requirements for Submission of
Proposals via Electronic Media, when using the basic or alternate of the provision at
252.215-7010 and submission via electronic media is required.
(6) Use the provision at 252.215-7013, Supplies and Services Provided by
Nontraditional Defense Contractors, in all solicitations.
(7) Use the clause at 252.215-7014, Exception from Certified Cost or Pricing Data
Requirements for Foreign Military Sales Indirect Offsets, in solicitations and contracts
that contain the provision at FAR 52.215-20, Requirements for Certified Cost or Pricing
Data and Data Other Than Certified Cost or Pricing Data, when it is reasonably certain
that—
and

(i) The contract is expected to include costs associated with an indirect offset;

(ii) The submission of certified cost or pricing data or data other than certified
cost or pricing data will be required.
215.470 Estimated data prices.
(a) DoD requires estimates of the prices of data in order to evaluate the cost to the
Government of data items in terms of their management, product, or engineering value.
(b) When data are required to be delivered under a contract, include DD Form 1423,
Contract Data Requirements List, in the solicitation. See PGI 215.470(b) for guidance
on the use of DD Form 1423.
(c) The contracting officer shall ensure that the contract does not include a
requirement for data that the contractor has delivered or is obligated to deliver to the
Government under another contract or subcontract, and that the successful offeror
identifies any such data required by the solicitation. However, where duplicate data are
desired, the contract price shall include the costs of duplication, but not of preparation,
of such data.
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SUBPART 216.5--INDEFINITE-DELIVERY CONTRACTS
(Revised June 29, 2018)
216.501-2-70 General.
(a)(i) For items with a shelf-life of less than six months, consider the use of
indefinite-delivery type contracts with orders to be placed either—
(A) Directly by the users; or
(B) By central purchasing offices with deliveries direct to users.
(ii) Whenever an indefinite-delivery contract is issued, the issuing office must
furnish all ordering offices sufficient information for the ordering office to complete its
contract reporting responsibilities under 204.670-2. This data must be furnished to the
ordering activity in sufficient time for the activity to prepare its report for the action
within three working days of the order.
(b) See 217.204(e)(i) for limitations on the period for task order or delivery order
contracts awarded by DoD pursuant to 10 U.S.C. 2304a.
216.504 Indefinite-quantity contracts.
(c)(1)(ii)(D) Limitation on single-award contracts.
(i) The authority to make the determination authorized in FAR
16.504(c)(1)(ii)(D)(1) shall not be delegated below the level of the senior
procurement executive.
(ii) A copy of each determination made in accordance with FAR
16.504(c)(1)(ii)(D) shall be submitted to the Director, Defense Procurement and
Acquisition Policy, via the OUSD(AT&L)DPAP/CPIC email address at
osd.pentagon.ousd-atl.mbx.cpic@mail.mil.
216.505 Ordering.
(1) Departments and agencies shall comply with the review, approval, and
reporting requirements established in accordance with subpart 217.7 when placing
orders under non-DoD contracts in amounts exceeding the simplified acquisition
threshold.
(2) Orders placed under indefinite-delivery contracts may be issued on DD
Form 1155, Order for Supplies or Services.
(b)(2) Exceptions to the fair opportunity process. For an order exceeding the
simplified acquisition threshold, that is a follow-on to an order previously issued for the
same supply or service based on a justification for an exception to fair opportunity citing
the authority at FAR 16.505(b)(2)(i)(B) or (C), follow the procedures at PGI
216.505(b)(2).
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216.505-70 Orders under multiple award contracts.
If only one offer is received in response to an order exceeding the simplified acquisition
threshold that is placed on a competitive basis, the contracting officer shall follow the
procedures at 215.371.
216.506 Solicitation provisions and contract clauses.
(a) Insert the clause at 252.216-7006, Ordering, in lieu of the clause at FAR 52.21618, Ordering, in solicitations and contracts when a definite-quantity contract, a
requirements contract, or an indefinite-quantity contract is contemplated.
(S-70) Use the provisions at 252.215-7007, Notice of Intent to Resolicit, and
252.215-7008, Only One Offer, as prescribed at 215.371-6 and 215.408(3), respectively.
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SUBPART 217.74--UNDEFINITIZED CONTRACT ACTIONS
(Revised June 29, 2018)
217.7400 Scope.
This subpart prescribes policies and procedures implementing 10 U.S.C. 2326.
217.7401 Definitions.
As used in this subpart—
(a) “Contract action” means an action which results in a contract.
(1) It includes contract modifications for additional supplies or services.
(2) It includes task orders and delivery orders.
(3) It does not include change orders, administrative changes, funding
modifications, or any other contract modifications that are within the scope and under
the terms of the contract, e.g., engineering change proposals, value engineering change
proposals, and over and above work requests as described in Subpart 217.77. For policy
relating to definitization of change orders, see 243.204-70.
(b) “Definitization” means the agreement on, or determination of, contract terms,
specifications, and price, which converts the undefinitized contract action to a definitive
contract.
(c) “Qualifying proposal” means a proposal containing sufficient data for the DoD to
do complete and meaningful analyses and audits of the—
(1) Data in the proposal; and
(2) Any other data that the contracting officer has determined DoD needs to
review in connection with the contract.
(d) “Undefinitized contract action” means any contract action for which the contract
terms, specifications, or price are not agreed upon before performance is begun under
the action. Examples are letter contracts, orders under basic ordering agreements, and
provisioned item orders, for which the price has not been agreed upon before
performance has begun. For policy relating to definitization of change orders, see
243.204-70.
217.7402 Exceptions.
(a) The following undefinitized contract actions (UCAs) are not subject to this
subpart. However, the contracting officer shall apply the policy and procedures to them
to the maximum extent practicable (also see paragraph (b) of this section)—
(1) UCAs for foreign military sales;
(2) Purchases at or below the simplified acquisition threshold;
(3) Special access programs;
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(4) Congressionally mandated long-lead procurement contracts.
(b) If the contracting officer determines that it is impracticable to adhere to the
procedures of this subpart for a particular contract action that falls within one of the
categories in paragraph (a)(1), (3), or (4) of this section, the contracting officer shall
provide prior notice, through agency channels, to the Deputy Director, Defense
Procurement and Acquisition Policy (Contract Policy and International Contracting),
3060 Defense Pentagon, Washington, DC 20301-3060.
217.7403 Policy.
DoD policy is that undefinitized contract actions shall—
(a) Be used only when—
(1) The negotiation of a definitive contract action is not possible in sufficient
time to meet the Government's requirements; and
(2) The Government's interest demands that the contractor be given a binding
commitment so that contract performance can begin immediately.
(b) Be as complete and definite as practicable under the particular circumstances.
217.7404 Limitations.
See PGI 217.7404 for additional guidance on obtaining approval to authorize use of an
undefinitized contact action, documentation requirements, and other limitations on
their use.
217.7404-1 Authorization.
The contracting officer shall obtain approval from the head of the contracting activity
before—
(a) Entering into a UCA. The request for approval must fully explain the need to
begin performance before definitization, including the adverse impact on agency
requirements resulting from delays in beginning performance.
(b) Including requirements for non-urgent spare parts and support equipment in a
UCA. The request should show that inclusion of the non-urgent items is consistent
with good business practices and in the best interest of the United States.
(c) Modifying the scope of a UCA when performance has already begun. The
request should show that the modification is consistent with good business practices
and in the best interests of the United States.
217.7404-2 Price ceiling.
UCAs shall include a not-to-exceed price.
217.7404-3 Definitization schedule.
(a) UCAs shall contain definitization schedules that provide for definitization by the
earlier of—
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(1) The date that is 180 days after issuance of the action (this date may be
extended but may not exceed the date that is 180 days after the contractor submits a
qualifying proposal); or
(2) The date on which the amount of funds obligated under the contract action
is equal to more than 50 percent of the not-to-exceed price.
(b) Submission of a qualifying proposal in accordance with the definitization
schedule is a material element of the contract. If the contractor does not submit a
timely qualifying proposal, the contracting officer may suspend or reduce progress
payments under FAR 32.503-6, or take other appropriate action.
217.7404-4 Limitations on obligations.
(a) The Government shall not obligate more than 50 percent of the not-to-exceed
price before definitization. However, if a contractor submits a qualifying proposal
before 50 percent of the not-to-exceed price has been obligated by the Government, then
the limitation on obligations before definitization may be increased to no more than 75
percent (see 232.102-70 for coverage on provisional delivery payments).
(b) In determining the appropriate amount to obligate, the contracting officer shall
assess the contractor’s proposal for the undefinitized period and shall obligate funds
only in an amount consistent with the contractor’s requirements for the undefinitized
period.
217.7404-5 Exceptions.
(a) The limitations in 217.7404-2, 217.7404-3, and 217.7404-4 do not apply to UCAs
for the purchase of initial spares.
(b) The head of an agency may waive the limitations in 217.7404-2, 217.7404-3, and
217.7404-4 for UCAs if the head of the agency determines that the waiver is necessary
to support—
(1) A contingency operation; or
(2) A humanitarian or peacekeeping operation.
217.7404-6 Allowable profit.
When the final price of a UCA is negotiated after a substantial portion of the required
performance has been completed, the head of the contracting activity shall ensure the
profit allowed reflects—
(a) Any reduced cost risk to the contractor for costs incurred during contract
performance before negotiation of the final price;
(b) Any reduced cost risk to the contractor for costs expected to be incurred during
performance of the remainder of the contract; and
(c) The requirements at 215.404-71-3(d)(2). The risk assessment shall be
documented in the price negotiation memorandum.
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217.7405 Plans and reports.
(a) To provide for enhanced management and oversight of UCAs, departments and
agencies shall—
(1) Prepare and maintain a Consolidated UCA Management Plan; and
(2) Prepare semi-annual Consolidated UCA Management Reports addressing
each UCA with an estimated value exceeding $5 million.
(b) Consolidated UCA Management Reports and Consolidated UCA Management
Plan updates shall be submitted to the Office of the Director, Defense Procurement and
Acquisition Policy, by October 31 and April 30 of each year in accordance with the
procedures at PGI 217.7405.
(c) Consolidated UCA Management Reports shall include information about all
change orders that are not forward priced (i.e., unpriced) and have an estimated value
exceeding $5 million.
217.7406 Contract clauses.
(a) Use the clause at FAR 52.216-24, Limitation of Government Liability, in—
(1) All UCAs;
(2) Solicitations associated with UCAs;
(3) Basic ordering agreements;
(4) Indefinite delivery contracts;
(5) Any other type of contract providing for the use of UCAs; and
(6) Unpriced change orders with an estimated value exceeding $5 million.
(b)(1) Use the clause at 252.217-7027, Contract Definitization, in—
(i) All UCAs;
(ii) Solicitations associated with UCAs;
(iii) Basic ordering agreements;
(iv) Indefinite delivery contracts;
(v) Any other type of contract providing for the use of UCAs; and
(vi) Unpriced change orders with an estimated value exceeding $5 million.
(2) Insert the applicable information in paragraphs (a), (b), and (d) of the clause.
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(3) If, at the time of entering into the UCA or unpriced change order, the
contracting officer knows that the definitive contract action will meet the criteria of
FAR 15.403-1, 15.403-2, or 15.403-3 for not requiring submission of certified cost or
pricing data, the words “and certified cost or pricing data” may be deleted from
paragraph (a) of the clause.
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SUBPART 225.8--OTHER INTERNATIONAL AGREEMENTS AND
COORDINATION
(Revised June 29, 2018)
225.802 Procedures.
(b) Information on memoranda of understanding and other international
agreements is available at PGI 225.802(b).
225.802-70 Contracts for performance outside the United States and Canada.
Follow the procedures at PGI 225.802-70 when placing a contract requiring
performance outside the United States and Canada. Also see subpart 225.3, Contracts
Performed Outside the United States.
225.802-71 End use certificates.
Contracting officers considering the purchase of an item from a foreign source may
encounter a request for the signing of a certificate to indicate that the Armed Forces of
the United States is the end user of the item, and that the U.S. Government will not
transfer the item to third parties without authorization from the Government of the
country selling the item. When encountering this situation, refer to DoD Directive
2040.3, End Use Certificates, for guidance.
225.870 Contracting with Canadian contractors.
225.870-1 General.
(a) The Canadian government guarantees to the U.S. Government all commitments,
obligations, and covenants of the Canadian Commercial Corporation under any contract
or order issued to the Corporation by any contracting office of the U.S. Government.
The Canadian government has waived notice of any change or modification that may be
made, from time to time, in these commitments, obligations, or covenants.
(b) For production planning purposes, Canada is part of the defense industrial base
(see 225.870-2(b)).
(c) The Canadian Commercial Corporation will award and administer contracts
with contractors located in Canada, except for—
(1) Negotiated acquisitions for experimental, developmental, or research work
under projects other than the Defense Development Sharing Program;
(2) Acquisitions of unusual or compelling urgency;
(3) Acquisitions at or below the simplified acquisition threshold; or
(4) Acquisitions made by DoD activities located in Canada.
(d) For additional information on production rights, data, and information; services
provided by Canadian Commercial Corporation; audit; and inspection, see PGI 225.8701(d).
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225.870-2 Solicitation of Canadian contractors.
(a) If requested, furnish a solicitation to the Canadian Commercial Corporation
even if no Canadian firm is solicited.
(b) Handle acquisitions at or below the simplified acquisition threshold directly with
Canadian firms and not through the Canadian Commercial Corporation.
225.870-3 Submission of offers.
(a) As indicated in 225.870-4, the Canadian Commercial Corporation is the prime
contractor. To indicate acceptance of offers by individual Canadian companies, the
Canadian Commercial Corporation issues a letter supporting the Canadian offer and
containing the following information:
(1) Name of the Canadian offeror.
(2) Confirmation and endorsement of the offer in the name of the Canadian
Commercial Corporation.
offeror.

(3) A statement that the Corporation shall subcontract 100 percent with the

(b) When a Canadian offer cannot be processed through the Canadian Commercial
Corporation in time to meet the date for receipt of offers, the Corporation may permit
Canadian firms to submit offers directly. However, the contracting officer shall receive
the Canadian Commercial Corporation's endorsement before contract award.
(c) The Canadian Commercial Corporation will submit all sealed bids in terms of
U.S. currency. Do not adjust contracts awarded under sealed bidding for losses or gains
from fluctuation in exchange rates.
(d) Except for sealed bids, the Canadian Commercial Corporation normally will
submit offers and quotations in terms of Canadian currency. The Corporation may, at
the time of submitting an offer, elect to quote and receive payment in terms of U.S.
currency, in which case the contract—
(1) Shall provide for payment in U.S. currency; and
(2) Shall not be adjusted for losses or gains from fluctuation in exchange rates.
225.870-4 Contracting procedures.
(a) Except for contracts described in 225.870-1(c)(1) through (4), award individual
contracts covering purchases from suppliers located in Canada to the Canadian
Commercial Corporation, 350 Albert Street, Suite 700, Ottawa, ON, K1R-1A4.
(b) Direct communication with the Canadian supplier is authorized and encouraged
in connection with all technical aspects of the contract, provided the Corporation's
approval is obtained on any matters involving changes to the contract.
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(c) Requirement for data other than certified cost or pricing data.
(1) DoD has waived the requirement for submission of certified cost or pricing
data for the Canadian Commercial Corporation and its subcontractors (see 215.4031(c)(4)(C)).
(2) The Canadian Commercial Corporation is not exempt from the requirement
to submit data other than certified cost or pricing data, as defined in FAR 2.101. In
accordance with FAR 15.403-3(a)(1)(ii), the contracting officer shall require submission
of data other than certified cost or pricing data from the offeror, to the extent necessary
to determine a fair and reasonable price.
(i) No further approval is required to request data other than certified cost
or pricing data from the Canadian Commercial Corporation in the following
circumstances:
(A) In a solicitation for a sole source acquisition that is—
$700,000; or
million.

(1) Cost-reimbursement, if the contract value is expected to exceed
(2) Fixed-price, if the contract value is expected to exceed $500

(B) If the Canadian Commercial Corporation submits the only offer in
response to a competitive solicitation that meets the thresholds specified in paragraph
(c)(2)(i)(A) of this section.
(C) For modifications that exceed $150,000 in contracts that meet the
criteria in paragraph (c)(2)(i)(A) or (B) of this section.
(D) In competitive solicitations in which data other than certified cost or
pricing data are required from all offerors.
(ii) In any circumstances other than those specified in paragraph (2)(i) of
this section, the contracting officer shall only require data other than certified cost or
pricing data from the Canadian Commercial Corporation if the head of the contracting
activity, or designee no lower than two levels above the contracting officer, determines
that data other than certified cost or pricing data are needed (or in the case of
modifications that it is reasonably certain that data other than certified cost or pricing
data will be needed) in order to determine that the price is fair and reasonable) (see
FAR 15.403-3(a).
(3) The contracting officer shall use the provision at 252.215-7003, Requirement
for Submission of Data Other Than Certified Cost or Pricing Data—Canadian
Commercial Corporation, and the clause at 252.215-7004, Requirement for Submission
of Data Other Than Certified Cost or Pricing Data—Modifications—Canadian
Commercial Corporation, as prescribed at 215.408(2)(i) and (ii), respectively.
(4) Except for contracts described in 225.870-1(c)(1) through (4), Canadian
suppliers will provide required data other than certified cost or pricing data exclusively
through the Canadian Commercial Corporation.
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(5) As specified in FAR 15.403-3(a)(4), an offeror who does not comply with a
requirement to submit data that the contracting officer has deemed necessary to
determine price reasonableness or cost realism is ineligible for award, unless the head
of the contracting activity determines that it is in the best interest of the Government to
make the award to that offeror, based on consideration of the following:
(i) The effort made to obtain the data.
(ii) The need for the item or service.
made.

(iii) Increased cost or significant harm to the Government if award is not

(d) Identify in the contract, the type of currency, i.e., U.S. or Canadian. Contracts
that provide for payment in Canadian currency shall—
(1) Quote the contract price in terms of Canadian dollars and identify the
amount by the initials “CN”, e.g., $1,647.23CN; and
(2) Clearly indicate on the face of the contract the U.S./Canadian conversion
rate at the time of award and the U.S. dollar equivalent of the Canadian dollar contract
amount.
225.870-5 Contract administration.
Follow the contract administration procedures at PGI 225.870-5.
225.870-6 Termination procedures.
When contract termination is necessary, follow the procedures at 249.7000.
225.870-7 Acceptance of Canadian supplies.
For information on the acceptance of Canadian supplies, see PGI 225.870-7.
225.870-8 Industrial security.
Industrial security for Canada shall be in accordance with the U.S.-Canada Industrial
Security Agreement of March 31, 1952, as amended.
225.871 North Atlantic Treaty Organization (NATO) cooperative projects.
225.871-1 Scope.
This section implements 22 U.S.C. 2767 and 10 U.S.C. 2350b.
225.871-2 Definitions.
As used in this section-(a) “Cooperative project” means a jointly managed arrangement—
(1) Described in a written agreement between the parties;
(2) Undertaken to further the objectives of standardization, rationalization, and
interoperability of the armed forces of NATO member countries; and
(3) Providing for—
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(i) One or more of the other participants to share with the United States the
cost of research and development, testing, evaluation, or joint production (including
follow-on support) of certain defense articles;
(ii) Concurrent production in the United States and in another member
country of a defense article jointly developed; or
(iii) Acquisition by the United States of a defense article or defense service
from another member country.
(b) “Other participant” means a cooperative project participant other than the
United States.
225.871-3 General.
(a) Cooperative project authority.
(1) Departments and agencies, that have authority to do so, may enter into
cooperative project agreements with NATO or with one or more member countries of
NATO under DoDD 5530.3, International Agreements.
(2) Under laws and regulations governing the negotiation and implementation
of cooperative project agreements, departments and agencies may enter into contracts,
or incur other obligations, on behalf of other participants without charge to any
appropriation or contract authorization.
(3) Agency heads are authorized to solicit and award contracts to implement
cooperative projects.
(b) Contracts implementing cooperative projects shall comply with all applicable
laws relating to Government acquisition, unless a waiver is granted under 225.871-4. A
waiver of certain laws and regulations may be obtained if the waiver—
(1) Is required by the terms of a written cooperative project agreement;
(2) Will significantly further NATO standardization, rationalization, and
interoperability; and
(3) Is approved by the appropriate DoD official.
225.871-4 Statutory waivers.
(a) For contracts or subcontracts placed outside the United States, the Deputy
Secretary of Defense may waive any provision of law that specifically prescribes—
(1) Procedures for the formation of contracts;
(2) Terms and conditions for inclusion in contracts;
(3) Requirements or preferences for—
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(i) Goods grown, produced, or manufactured in the United States or in U.S.
Government-owned facilities; or
(ii) Services to be performed in the United States; or
(4) Requirements regulating the performance of contracts.
(b) There is no authority for waiver of—
(1) Any provision of the Arms Export Control Act (22 U.S.C. 2751);
(2) Any provision of 10 U.S.C. 2304;
(3) The cargo preference laws of the United States, including the Military Cargo
Preference Act of 1904 (10 U.S.C. 2631) and the Cargo Preference Act of 1954 (46 U.S.C.
1241(b)); or
(4) Any of the financial management responsibilities administered by the
Secretary of the Treasury.
(c) To request a waiver under a cooperative project, follow the procedures at PGI
225.871-4.
(d) Obtain the approval of the Deputy Secretary of Defense before committing to
make a waiver in an agreement or a contract.
225.871-5 Directed subcontracting.
(a) The Director of Defense Procurement and Acquisition Policy may authorize the
direct placement of subcontracts with particular subcontractors. Directed
subcontracting is not authorized unless specifically addressed in the cooperative project
agreement.
(b) In some instances, it may not be feasible to name specific subcontractors at the
time the agreement is concluded. However, the agreement shall clearly state the
general provisions for work sharing at the prime and subcontract level. For additional
information on cooperative project agreements, see PGI 225.871-5.
225.871-6 Disposal of property.
Dispose of property that is jointly acquired by the members of a cooperative project
under the procedures established in the agreement or in a manner consistent with the
terms of the agreement, without regard to any laws of the United States applicable to
the disposal of property owned by the United States.
225.871-7 Congressional notification.
(a) Congressional notification is required when DoD makes a determination to
award a contract or subcontract to a particular entity, if the determination was not part
of the certification made under 22 U.S.C. 2767(f) before finalizing the cooperative
agreement.
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(1) Departments and agencies shall provide a proposed Congressional notice to
the Director of Defense Procurement and Acquisition Policy in sufficient time to forward
to Congress before the time of contract award.
(2) The proposed notice shall include the reason it is necessary to use the
authority to designate a particular contractor or subcontractor.
(b) Congressional notification is also required each time a statutory waiver under
225.871-4 is incorporated in a contract or a contract modification, if such information
was not provided in the certification to Congress before finalizing the cooperative
agreement.
225.872 Contracting with qualifying country sources.
225.872-1 General.
(a) As a result of memoranda of understanding and other international agreements,
DoD has determined it inconsistent with the public interest to apply restrictions of the
Buy American statute or the Balance of Payments Program to the acquisition of
qualifying country end products from the following qualifying countries:
Australia
Belgium
Canada
Czech Republic
Denmark
Egypt
Estonia
Federal Republic of Germany
Finland
France
Greece
Israel
Italy
Japan
Latvia
Luxembourg
Netherlands
Norway
Poland
Portugal
Slovenia
Spain
Sweden
Switzerland
Turkey
United Kingdom of Great Britain and Northern Ireland
(b) Individual acquisitions of qualifying country end products from the following
qualifying country may, on a purchase-by-purchase basis (see 225.872-4), be exempted
from application of the Buy American statute and the Balance of Payments Program as
inconsistent with the public interest:
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Austria
(c) The determination in paragraph (a) of this subsection does not limit the
authority of the Secretary concerned to restrict acquisitions to domestic sources or reject
an otherwise acceptable offer from a qualifying country source when considered
necessary for national defense reasons.
225.872-2 Applicability.
(a) This section applies to all acquisitions of supplies except those restricted by—
(1) U.S. National Disclosure Policy, DoDD 5230.11, Disclosure of Classified
Military Information to Foreign Governments and International Organizations;
(2) U.S. defense mobilization base requirements purchased under the authority
of FAR 6.302-3(a)(2)(i), except for quantities in excess of that required to maintain the
defense mobilization base. This restriction does not apply to Canadian planned
producers.
applies.

(i) Review individual solicitations to determine whether this restriction

(ii) Information concerning restricted items may be obtained from the
Deputy Under Secretary of Defense (Industrial Affairs);
and

(3) Other U.S. laws or regulations (e.g., the annual DoD appropriations act);
(4) U.S. industrial security requirements.

(b) This section does not apply to construction contracts.
225.872-3 Solicitation procedures.
(a) Except for items developed under the U.S./Canadian Development Sharing
Program, use the criteria for soliciting and awarding contracts to small business
concerns under FAR Part 19 without regard to whether there are potential qualifying
country sources for the end product. Do not consider an offer of a qualifying country
end product if the solicitation is identified for the exclusive participation of small
business concerns.
(b) Send solicitations directly to qualifying country sources. Solicit Canadian
sources through the Canadian Commercial Corporation in accordance with 225.870.
(c) Use international air mail if solicitation destinations are outside the United
States and security classification permits such use.
(d) If unusual technical or security requirements preclude the acquisition of
otherwise acceptable defense equipment from qualifying country sources, review the
need for such requirements. Do not impose unusual technical or security requirements
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solely for the purpose of precluding the acquisition of defense equipment from qualifying
countries.
(e) Do not automatically exclude qualifying country sources from submitting offers
because their supplies have not been tested and evaluated by the department or agency.
(1) Consider the adequacy of qualifying country service testing on a case-by-case
basis. Departments or agencies that must limit solicitations to sources whose items
have been tested and evaluated by the department or agency shall consider supplies
from qualifying country sources that have been tested and accepted by the qualifying
country for service use.
(2) The department or agency may perform a confirmatory test, if necessary.
(3) Apply U.S. test and evaluation standards, policies, and procedures when the
department or agency decides that confirmatory tests of qualifying country end
products are necessary.
(4) If it appears that these provisions might adversely delay service programs,
obtain the concurrence of the Under Secretary of Defense (Acquisition, Technology, and
Logistics), before excluding the qualifying country source from consideration.
(f) Permit industry representatives from a qualifying country to attend symposia,
program briefings, prebid conferences (see FAR 14.207 and 15.201(c)), and similar
meetings that address U.S. defense equipment needs and requirements. When
practical, structure these meetings to allow attendance by representatives of qualifying
country concerns.
225.872-4 Individual determinations.
If the offer of an end product from a qualifying country source listed in 225.872-1(b), as
evaluated, is low or otherwise eligible for award, prepare a determination and findings
exempting the acquisition from the Buy American statute and the Balance of Payments
Program as inconsistent with the public interest, unless another exception such as the
Trade Agreements Act applies. Follow the procedures at PGI 225.872-4.
225.872-5 Contract administration.
(a) Arrangements exist with some qualifying countries to provide reciprocal contract
administration services. Some arrangements are at no cost to either government. To
determine whether such an arrangement has been negotiated and what contract
administration functions are covered, contact the Deputy Director of Defense
Procurement and Acquisition Policy (Contract Policy and International Contracting),
((703) 697-9351, DSN 227-9351).
(b) Follow the contract administration procedures at PGI 225.872-5(b).
(c) Information on quality assurance delegations to foreign governments is in
Subpart 246.4, Government Contract Quality Assurance.
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225.872-6 Request for audit services.
Handle requests for audit services in France, Germany, the Netherlands, or the United
Kingdom in accordance with PGI 215.404-2(c), but follow the additional procedures at
PGI 225.872-6.
225.872-7 Industrial security for qualifying countries.
The required procedures for safeguarding classified defense information necessary for
the performance of contracts awarded to qualifying country sources are in the DoD
Industrial Security Regulation DoD 5220.22-R (implemented for the Army by AR 38049; for the Navy by SECNAV Instruction 5510.1H; for the Air Force by AFI 31-601; for
the Defense Information Systems Agency by DCA Instruction 240-110-8; and for the
National Imagery and Mapping Agency by NIMA Instruction 5220.22).
225.872-8 Subcontracting with qualifying country sources.
In reviewing contractor subcontracting procedures, the contracting officer shall ensure
that the contract does not preclude qualifying country sources from competing for
subcontracts, except when restricted by national security interest reasons, mobilization
base considerations, or applicable U.S. laws or regulations (see the clause at 252.2257002, Qualifying Country Sources as Subcontractors).
225.873 Waiver of United Kingdom commercial exploitation levies.
225.873-1 Policy.
DoD and the Government of the United Kingdom (U.K.) have agreed to waive U.K.
commercial exploitation levies and U.S. nonrecurring cost recoupment charges on a
reciprocal basis. For U.K. levies to be waived, the offeror or contractor shall identify the
levies and the contracting officer shall request a waiver before award of the contract or
subcontract under which the levies are charged.
225.873-2 Procedures.
When an offeror or a contractor identifies a levy included in an offered or contract price,
follow the procedures at PGI 225.873-2.
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SUBPART 225.73--ACQUISITIONS FOR FOREIGN MILITARY SALES
(Revised June 29, 2018)
225.7300 Scope of subpart.
(a) This subpart contains policies and procedures for acquisitions for foreign
military sales (FMS) under the Arms Export Control Act (22 U.S.C. Chapter 39).
Section 22 of the Arms Export Control Act (22 U.S.C. 2762) authorizes DoD to enter into
contracts for resale to foreign countries or international organizations.
(b) This subpart does not apply to—
(1) FMS made from inventories or stocks;
(2) Acquisitions for replenishment of inventories or stocks; or
(3) Acquisitions made under DoD cooperative logistic supply support
arrangements.
225.7301 General.
(a) The U.S. Government sells defense articles and services to foreign governments
or international organizations through FMS agreements. The agreement is
documented in a Letter of Offer and Acceptance (LOA) (see the Defense Security
Cooperation Agency (DSCA) Security Assistance Management Manual (DSCA 5105.38M)).
(b) Conduct FMS acquisitions under the same acquisition and contract
management procedures used for other defense acquisitions.
(c) Follow the additional procedures at PGI 225.7301(c) for preparation of
solicitations and contracts that include FMS requirements.
(d) See 229.170 for policy on contracts financed under U.S. assistance programs that
involve payment of foreign country value added taxes or customs duties.
225.7302 Preparation of letter of offer and acceptance.
For FMS programs that will require an acquisition, the contracting officer shall assist
the DoD implementing agency responsible for preparing the Letter of Offer and
Acceptance (LOA) by—
(1) Working with prospective contractors to—
(i) Identify, in advance of the LOA, any unusual provisions or deviations (such
as those requirements for Pseudo LOAs identified at PGI 225.7301);
(ii) Advise the contractor if the DoD implementing agency expands, modifies, or
does not accept any key elements of the prospective contractor’s proposal;
(iii) Identify any logistics support necessary to perform the contract (such as
those requirements identified at PGI 225.7301); and
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(iv) For noncompetitive acquisitions over $10,000, ask the prospective
contractor for information on price, delivery, and other relevant factors. The request for
information shall identify the fact that the information is for a potential foreign military
sale and shall identify the foreign customer; and
(2) Working with the DoD implementing agency responsible for preparing the LOA,
as specified in PGI 225.7302.
225.7303 Pricing acquisitions for FMS.
(a) Price FMS contracts using the same principles used in pricing other defense
contracts. However, application of the pricing principles in FAR Parts 15 and 31 to an
FMS contract may result in prices that differ from other defense contract prices for the
same item due to the considerations in this section.
(b) If the foreign government has conducted a competition resulting in adequate
price competition (see FAR 15.403-1(b)(1)), the contracting officer shall not require the
submission of certified cost or pricing data. The contracting officer should consult with
the foreign government through security assistance personnel to determine if adequate
price competition has occurred.
225.7303-1 Contractor sales to other foreign customers.
If the contractor has made sales of the item required for the foreign military sale to
foreign customers under comparable conditions, including quantity and delivery, price
the FMS contract in accordance with FAR Part 15.
225.7303-2 Cost of doing business with a foreign government or an
international organization.
(a) In pricing FMS contracts where non-U.S. Government prices as described in
225.7303-1 do not exist, except as provided in 225.7303-5, recognize the reasonable and
allocable costs of doing business with a foreign government or international
organization, even though such costs might not be recognized in the same amounts in
pricing other defense contracts. Examples of such costs include, but are not limited to,
the following:
(1) Selling expenses (not otherwise limited by FAR Part 31), such as—
(i) Maintaining international sales and service organizations;
(ii) Sales commissions and fees in accordance with FAR Subpart 3.4;
(iii) Sales promotions, demonstrations, and related travel for sales to foreign
governments. Section 126.8 of the International Traffic in Arms Regulations (22 CFR
126.8) may require Government approval for these costs to be allowable, in which case
the appropriate Government approval shall be obtained; and
(iv) Configuration studies and related technical services undertaken as a
direct selling effort to a foreign country.
(2) Product support and post-delivery service expenses, such as—
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(i) Operations or maintenance training, training or tactics films, manuals,
or other related data; and
(ii) Technical field services provided in a foreign country related to accident
investigations, weapon system problems, or operations/tactics enhancement, and
related travel to foreign countries.
(3) Offsets. For additional information see 225.7306.
(i) An offset agreement is the contractual arrangement between the FMS
customer and the U.S. defense contractor that identifies the offset obligation
imposed by the FMS customer that has been accepted by the U.S. defense
contractor as a condition of the FMS customer’s purchase. These agreements are
distinct and independent of the LOA and the FMS contract. Further information
about offsets and LOAs may be found in the Defense Security Cooperation Agency
(DSCA) Security Assistance Management Manual (DSCA 5105.38-M), chapter 6,
paragraph 6.3.9. (http://samm.dsca.mil/chapter/chapter-6).
(ii) A U.S. defense contractor may recover all costs incurred for offset
agreements with a foreign government or international organization if the LOA is
financed wholly with foreign government or international organization customer cash or
repayable foreign military finance credits.
(iii) The U.S. Government assumes no obligation to satisfy or administer
the offset agreement or to bear any of the associated costs.
(iv) Indirect offset costs are deemed reasonable for purposes of FAR parts
15 and 31 with no further analysis necessary on the part of the contracting officer,
provided that the U.S. defense contractor submits to the contracting officer a signed
offset agreement or other documentation showing that the FMS customer has made the
provision of an indirect offset a condition of the FMS acquisition. FMS customers are
placed on notice through the LOA that indirect offset costs are deemed reasonable
without any further analysis by the contracting officer.
(4) Costs that are the subject of advance agreement under the appropriate
provisions of FAR Part 31; or where the advance understanding places a limit on the
amounts of cost that will be recognized as allowable in defense contract pricing, and the
agreement contemplated that it will apply only to DoD contracts for the U.S.
Government's own requirements (as distinguished from contracts for FMS).
(b) Costs not allowable under FAR Part 31 are not allowable in pricing FMS
contracts, except as noted in paragraphs (c) and (e) of this subsection.
(c) The limitations for major contractors on independent research and development
and bid and proposal (IR&D/B&P) costs for projects that are of potential interest to
DoD, in 231.205-18(c)(iii), do not apply to FMS contracts, except as provided in
225.7303-5. The allowability of IR&D/B&P costs on contracts for FMS not wholly paid
for from funds made available on a nonrepayable basis is limited to the contract’s
allocable share of the contractor’s total IR&D/B&P expenditures. In pricing contracts
for such FMS—
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(1) Use the best estimate of reasonable costs in forward pricing; and
(2) Use actual expenditures, to the extent that they are reasonable, in
determining final cost.
(d) Under paragraph (e)(1)(A) of Section 21 of the Arms Export Control Act (22
U.S.C. 2761), the United States must charge for administrative services to recover the
estimated cost of administration of sales made under the Arms Export Control Act.
(e) The limitations in 231.205-1 on allowability of costs associated with leasing
Government equipment do not apply to FMS contracts.
225.7303-3 Government-to-government agreements.
If a government-to-government agreement between the United States and a foreign
government for the sale, coproduction, or cooperative logistic support of a specifically
defined weapon system, major end item, or support item, contains language in conflict
with the provisions of this section, the language of the government-to-government
agreement prevails.
225.7303-4 Contingent fees.
(a) Except as provided in paragraph (b) of this subsection, contingent fees are
generally allowable under DoD contracts, provided-(1) The fees are paid to a bona fide employee or a bona fide established
commercial or selling agency maintained by the prospective contractor for the purpose
of securing business (see FAR Part 31 and FAR Subpart 3.4); and
(2) The contracting officer determines that the fees are fair and reasonable.
(b)(1) Under DoD 5105.38-M, LOAs for requirements for the governments of
Australia, Taiwan, Egypt, Greece, Israel, Japan, Jordan, Republic of Korea, Kuwait,
Pakistan, Philippines, Saudi Arabia, Turkey, Thailand, or Venezuela (Air Force) shall
provide that all U.S. Government contracts resulting from the LOAs prohibit the
reimbursement of contingent fees as an allowable cost under the contract, unless the
contractor identifies the payments and the foreign customer approves the payments in
writing before contract award (see 225.7307(a)).
(2) For FMS to countries not listed in paragraph (b)(1) of this subsection,
contingent fees exceeding $50,000 per FMS case are unallowable under DoD contracts,
unless the contractor identifies the payment and the foreign customer approves the
payment in writing before contract award.
225.7303-5 Acquisitions wholly paid for from nonrepayable funds.
(a) In accordance with 22 U.S.C. 2762(d), price FMS wholly paid for from funds
made available on a nonrepayable basis on the same costing basis with regard to profit,
overhead, IR&D/B&P, and other costing elements as is applicable to acquisitions of like
items purchased by DoD for its own use.
(b) Direct costs associated with meeting a foreign customer’s additional or unique
requirements are allowable under such contracts. Indirect burden rates applicable to
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such direct costs are permitted at the same rates applicable to acquisitions of like items
purchased by DoD for its own use.
(c) A U.S. defense contractor may not recover costs incurred for offset agreements
with a foreign government or international organization if the LOA is financed with
funds made available on a nonrepayable basis.
225.7304 FMS customer involvement.
(a) FMS customers may request that a defense article or defense service be obtained
from a particular contractor. In such cases, FAR 6.302-4 provides authority to contract
without full and open competition. The FMS customer may also request that a
subcontract be placed with a particular firm. The contracting officer shall honor such
requests from the FMS customer only if the LOA or other written direction sufficiently
fulfills the requirements of FAR Subpart 6.3.
(b) FMS customers should be encouraged to participate with U.S. Government
acquisition personnel in discussions with industry to-(1) Develop technical specifications;
(2) Establish delivery schedules;
(3) Identify any special warranty provisions or other requirements unique to
the FMS customer; and
(4) Review prices of varying alternatives, quantities, and options needed to
make price-performance tradeoffs.
(c) Do not disclose to the FMS customer any data, including certified cost or pricing
data, that is contractor proprietary unless the contractor authorizes its release.
(d) Except as provided in paragraph (e)(3) of this section, the degree of FMS
customer participation in contract negotiations is left to the discretion of the contracting
officer after consultation with the contractor. The contracting officer shall provide an
explanation to the FMS customer if its participation in negotiations will be limited.
Factors that may limit FMS customer participation include situations where-(1) The contract includes requirements for more than one FMS customer;
(2) The contract includes unique U.S. requirements; or
(3) Contractor proprietary data is a subject of negotiations.
(e) Do not allow representatives of the FMS customer to—
(1) Direct the exclusion of certain firms from the solicitation process (they may
suggest the inclusion of certain firms);
(2) Interfere with a contractor's placement of subcontracts; or
(3) Observe or participate in negotiations between the U.S. Government and
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the contractor involving certified cost or pricing data, unless a deviation is granted in
accordance with subpart 201.4.
(f) Do not accept directions from the FMS customer on source selection decisions or
contract terms (except that, upon timely notice, the contracting officer may attempt to
obtain any special contract provisions, warranties, or other unique requirements
requested by the FMS customer).
(g) Do not honor any requests by the FMS customer to reject any bid or proposal.
(h) If an FMS customer requests additional data concerning FMS contract prices,
the contracting officer shall, after consultation with the contractor, provide sufficient
data to demonstrate the reasonableness of the price and reasonable responses to
relevant questions concerning contract price. This data-(1) May include tailored responses, top-level pricing summaries, historical
prices, or an explanation of any significant differences between the actual contract price
and the estimated contract price included in the initial LOA; and
(2) May be provided orally, in writing, or by any other method acceptable to the
contracting officer.
225.7305 Limitation of liability.
Advise the contractor when the foreign customer will assume the risk for loss or damage
under the appropriate limitation of liability clause(s) (see FAR Subpart 46.8). Consider
the costs of necessary insurance, if any, obtained by the contractor to cover the risk of
loss or damage in establishing the FMS contract price.
225.7306 Offset arrangements.
In accordance with the Presidential policy statement of April 16, 1990, DoD does not
encourage, enter into, or commit U.S. firms to FMS offset arrangements. The decision
whether to engage in offsets, and the responsibility for negotiating and implementing
offset arrangements, resides with the companies involved. (Also see 225.7303-2(a)(3).)
225.7307 Contract clauses.
(a) Use the clause at 252.225-7027, Restriction on Contingent Fees for Foreign
Military Sales, in solicitations and contracts, including solicitations and contracts using
FAR part 12 procedures for the acquisition of commercial items, that are for FMS.
Insert in paragraph (b)(1) of the clause the name(s) of any
foreign country customer(s) listed in 225.7303-4(b).
(b) Use the clause at 252.225-7028, Exclusionary Policies and Practices of Foreign
Governments, in solicitations and contracts, including solicitations and contracts using
FAR part 12 procedures for the acquisition of commercial items, that are for the
purchase of supplies and services for international military education
training and FMS.
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SUBPART 243.2--CHANGE ORDERS
(Revised June 29, 2018)
243.204 Administration.
Follow the procedures at PGI 243.204 for administration of change orders.
243.204-70 Definitization of change orders.
243.204-70-1 Scope.
(a) This subsection applies to unpriced change orders with an estimated value
exceeding $5 million.
(b) Unpriced change orders for foreign military sales and special access programs
are not subject to this subsection, but the contracting officer shall apply the policy and
procedures to them to the maximum extent practicable. If the contracting officer
determines that it is impracticable to adhere to the policy and procedures of this
subsection for an unpriced change order for a foreign military sale or a special access
program, the contracting officer shall provide prior notice, through agency channels, to
the Deputy Director, Defense Procurement and Acquisition Policy (Contract Policy and
International Contracting), 3060 Defense Pentagon, Washington, DC 20301-3060.
243.204-70-2 Price Ceiling.
Unpriced change orders shall include a not-to-exceed price.
243.204-70-3 Definitization schedule.
(a) Unpriced change orders shall contain definitization schedules that provide for
definitization by the earlier of—
(1) The date that is 180 days after issuance of the change order (this date may
be extended but may not exceed the date that is 180 days after the contractor submits a
qualifying proposal); or
(2) The date on which the amount of funds obligated under the change order is
equal to more than 50 percent of the not-to-exceed price.
(b) Submission of a qualifying proposal in accordance with the definitization
schedule is a material element of the contract. If the contractor does not submit a
timely qualifying proposal, the contracting officer may suspend or reduce progress
payments under FAR 32.503-6, or take other appropriate action.
243.204-70-4 Limitations on obligations.
(a) The Government shall not obligate more than 50 percent of the not-to-exceed
price before definitization. However, if a contractor submits a qualifying proposal
before 50 percent of the not-to-exceed price has been obligated by the Government, the
limitation on obligations before definitization may be increased to no more than 75
percent (see 232.102-70 for coverage on provisional delivery payments).
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(b) Obligations should be consistent with the contractor’s requirements for the
undefinitized period.
243.204-70-5 Exceptions.
(a) The limitations in 243.204-70-2, 243.204-70-3, and 243.204-70-4 do not apply to
unpriced change orders for the purchase of initial spares.
(b) The limitations in 243.204-70-4(a) do not apply to unpriced change orders for
ship construction and ship repair.
(c) The head of the agency may waive the limitations in 243.204-70-2, 243.204-70-3,
and 243.204-70-4 for unpriced change orders if the head of the agency determines that
the waiver is necessary to support—
(1) A contingency operation; or
(2) A humanitarian or peacekeeping operation.
243.204-70-6 Allowable profit.
When the final price of an unpriced change order is negotiated after a substantial
portion of the required performance has been completed, the head of the contracting
activity shall ensure the profit allowed reflects—
(a) Any reduced cost risk to the contractor for costs incurred during contract
performance before negotiation of the final price;
(b) Any reduced cost risk to the contractor for costs expected to be incurred during
performance of the remainder of the contract; and
(c) The extent to which costs have been incurred prior to definitization of the
unpriced change order (see 215.404-71-3 (d) (2)). The risk assessment shall be
documented in the price negotiation memorandum.
243.204–70–7 Plans and reports.
To provide for enhanced management and oversight of unpriced change orders,
departments and agencies shall—
(a) Include in the Consolidated Undefinitized Contract Action (UCA) Management
Plan required by 217.7405, the actions planned and taken to ensure that unpriced
change orders are definitized in accordance with this subsection; and
(b) Include in the Consolidated UCA Management Report required by 217.7405,
each unpriced change order with an estimated value exceeding $5 million.
243.204-71 Certification of requests for equitable adjustment.
(a) A request for equitable adjustment to contract terms that exceeds the simplified
acquisition threshold may not be paid unless the contractor certifies the request in
accordance with the clause at 252.243-7002.
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(b) To determine if the dollar threshold for requiring certification is met, add
together the absolute value of each cost increase and each cost decrease. See PGI
243.204-71(b) for an example.
(c) The certification required by 10 U.S.C. 2410(a), as implemented in the clause
at 252.243-7002, is different from the certification required by 41 U.S.C. 7103, Disputes.
If the contractor has certified a request for equitable adjustment in accordance with 10
U.S.C. 2410(a), and desires to convert the request to a claim under the Contract
Disputes statute, the contractor shall certify the claim in accordance with FAR subpart
33.2.
243.205 Contract clauses.
243.205-70 Pricing of contract modifications.
Use the clause at 252.243-7001, Pricing of Contract Modifications, in solicitations and
contracts when anticipating and using a fixed price type contract.
243.205-71 Requests for equitable adjustment.
Use the clause at 252.243-7002, Requests for Equitable Adjustment, in solicitations and
contracts, including solicitations and contracts using FAR part 12 procedures for the
acquisition of commercial items, that are estimated to exceed the simplified acquisition
threshold.
243.205-72 Unpriced change orders.
See the clause prescriptions at 217.7406 for all unpriced change orders with an
estimated value exceeding $5 million.
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SUBPART 247.2--CONTRACTS FOR TRANSPORTATION OR FOR
TRANSPORTATION-RELATED SERVICES
(Revised June 29, 2018)
247.200 Scope of subpart.
This subpart does not apply to the operation of vessels owned by, or bareboat chartered
by, the Government. See additional guidance at PGI 247.200 for procurement of
transportation or related services.
247.206 Preparation of solicitations and contracts.
Consistent with FAR 15.304 and 215.304, consider using the following as evaluation
factors or subfactors:
(1) Record of claims involving loss or damage; and
(2) Commitment of transportation assets to readiness support (e.g., Civil
Reserve Air Fleet and Voluntary Intermodal Sealift Agreement).
247.207 Solicitation provisions, contract clauses, and special requirements.
(1) Use the clause at 252.247-7003, Pass-Through of Motor Carrier Fuel Surcharge
Adjustment to the Cost Bearer, in solicitations and contracts for carriage in which a
motor carrier, broker, or freight forwarder will provide or arrange truck transportation
services that provide for a fuel-related adjustment.
(2) Use the clause at 252.247-7028, Application for U.S. Government Shipping
Documentation/Instructions, when shipping under Bills of Lading and Domestic Route
Order under FOB origin contracts, Export Traffic Release regardless of FOB terms, or
foreign military sales shipments.
247.270 Stevedoring contracts.
247.270-1 Definitions.
(a) “Commodity rate” is—
(1) The price quoted for handling a ton (weight or measurement) of a specified
commodity; and
(2) Computed by dividing the hourly stevedoring gang cost by the estimated
number of tons of the specified commodity that can be handled in one hour.
(b) “Gang cost” is—
(1) The total hourly wages paid to the workers in the gang, in accordance with
the collective bargaining agreement between the maritime industry and the unions at a
specific port; and
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(2) Payments for workmen's compensation, social security taxes, unemployment
insurance, taxes, liability and property damage insurance, general and administrative
expenses, and profit.
(c) “Stevedoring” is the—
(1) Loading of cargo from an agreed point of rest on a pier or lighter and its
storage aboard a vessel; or
(2) Breaking out and discharging of cargo from any space in the vessel to an
agreed point of rest dockside or in a lighter.
247.270-2 Technical provisions.
(a) Because conditions vary at different ports, and sometimes within the same port
it is not practical to develop standard technical provisions covering all phases of
stevedoring operations.
(b) When including rail car, truck, or intermodal equipment loading and unloading,
or other dock and terminal work under a stevedoring contract, include these
requirements as separate items of work.
247.270-3 Evaluation of bids and proposals.
As a minimum, require that offers include—
(a) Tonnage or commodity rates that apply to the bulk of the cargo worked under
normal conditions;
(b) Labor-hour rates that apply to services not covered by commodity rates, or to
work performed under hardship conditions; and
(c) Rates for equipment rental.
247.270-4 Contract clauses.
Use the following clauses in solicitations and contracts for stevedoring services as
indicated:
(a) 252.247-7000, Hardship Conditions, in all solicitations and contracts.
(b) 252.247-7001, Price Adjustment, when using sealed bidding.
(c) 252.247-7002, Revision of Prices, when using negotiation.
(d) 252.247-7004, Indefinite Quantities--Fixed Charges, when the contract is an
indefinite-quantity type and will provide for the payment of fixed charges.
(e) 252.247-7005, Indefinite Quantities--No Fixed Charges, when the contract is an
indefinite-quantity type and will not provide for the payment of fixed charges.
(f) 252.247-7006, Removal of Contractor's Employees, in all solicitations and
contracts.
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(g) 252.247-7007, Liability and Insurance, in all solicitations and contracts.
247.271 Contracts for the preparation of personal property for shipment or
storage or for performance of intra-city or intra-area movement.
247.271-1 Policy.
(a) Annual contracts. Normally—
(1) Use requirements contracts to acquire services for the—
(i) Preparation of personal property for shipment or storage; and
(ii) Performance of intra-area movement.
(2) Award contracts on a calendar year basis.
(3) Provide for option years.
(4) Award contracts, or exercise option years, before November 1 of each year, if
possible.
(b) Areas of performance. Define clearly in the solicitation each area of performance.
(1) Establish one or more areas; however, hold the number to a minimum
consistent with local conditions.
(2) Each schedule may provide for the same or different areas of performance.
Determine the areas as follows—
(i) Use political boundaries, streets, or any other features as lines of
demarcation. Consider such matters as—
(A) Total volume;
(B) Size of overall area; and
(C) The need to service isolated areas of high population density.
(ii) Specifically identify frequently used terminals, and consider them as
being included in each area of performance described in the solicitation.
(c) Maximum requirements-minimum capability. The contracting officer must—
(1) Establish realistic quantities on the Estimated Quantities Report in DoD
4500.9-R, Defense Transportation Regulation, Part IV;
(2) Ensure that the Government's minimum acceptable daily capability—
(i) Will at least equal the maximum authorized individual weight allowance
as prescribed by the Joint Federal Travel Regulations; and
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offerors.

(ii) Will encourage maximum participation of small business concerns as

247.271-2 Procedures.
Follow the procedures at PGI 247.271-2 for contracting for the preparation of personal
property for shipment or storage.
247.271-3 Solicitation provisions, schedule formats, and contract clauses.
When acquiring services for the preparation of personal property for movement or
storage, or for performance of intra-city or intra-area movement, use the following
provisions, clauses, and schedules. Revise solicitation provisions and schedules, as
appropriate, if using negotiation rather than sealed bidding. Overseas commands,
except those in Alaska and Hawaii, may modify these clauses to conform to local
practices, laws, and regulations.
(a) Use the basic or the alternate of the provision at 252.247-7008, Evaluation of
Bids.
(1) Use the basic provision when there are no “additional services” items being
added to the schedule.
(2) Use the alternate I provision when adding “additional services” items to the
schedule.
(b) The provision at 252.247-7009, Award.
(c) In solicitations and resulting contracts, the schedules provided by the
installation personal property shipping office. Follow the procedures at PGI 247.2713(c) for use of schedules.
(d) The clause at 252.247-7010, Scope of Contract.
(e) The clause at 252.247-7011, Period of Contract. When the period of performance
is less than a calendar year, modify the clause to indicate the beginning and ending
dates. However, the contract period must not end later than December 31 of the year in
which the contract is awarded.
(f) In addition to designating each ordering activity, as required by the clause at
FAR 52.216-18, Ordering, identify by name or position title the individuals authorized
to place orders for each activity. When provisions are made for placing oral orders in
accordance with FAR 16.504(a)(4)(vii)), document the oral orders in accordance with
department or agency instructions.
(g) The clause at 252.247-7012, Ordering Limitation.
(h) The clause at 252.247-7013, Contract Areas of Performance.
(i) The clause at 252.247-7014, Demurrage. See additional information at PGI
247.271-3(c)(1) for demurrage and detention charges.
(j) The clause at 252.247-7016, Contractor Liability for Loss and Damage.
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(k) The clause at 252.247-7017, Erroneous Shipments.
(l) The clause at 252.247-7018, Subcontracting.
(m) The clause at 252.247-7019, Drayage.
(n) The clause at 252.247-7020, Additional Services.
(o) The clauses at FAR 52.247-8, Estimated Weight or Quantities Not Guaranteed,
and FAR 52.247-13, Accessorial Services--Moving Contracts.
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Exports by Approved Community Members in Performance of the
Contract.
Export-Controlled Items.
Prohibition on Acquisition of Commercial Satellite Services from
Certain Foreign Entities—Representations.
Disclosure of Ownership or Control by the Government of a Country
that is a State Sponsor of Terrorism.
Utilization of Indian Organizations and Indian-Owned Economic
Enterprises–DoD Contracts
Non-Estoppel.
Release of Past Infringement.
Readjustment of Payments.
Termination.
License Grant.
License Term.
License Grant–Running Royalty.
License Term–Running Royalty.
Computation of Royalties.
Reporting and Payment of Royalties.
License to Other Government Agencies.
Assignments.
Patent License and Release Contract.
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252.227-7013 Rights in Technical Data–Noncommercial Items.
252.227-7014 Rights in Noncommercial Computer Software and Noncommercial
Computer Software Documentation.
252.227-7015 Technical Data–Commercial Items.
252.227-7016 Rights in Bid or Proposal Information.
252.227-7017 Identification and Assertion of Use, Release, or Disclosure
Restrictions.
252.227-7018 Rights in Noncommercial Technical Data and Computer Software–
Small Business Innovation Research (SBIR) Program.
252.227-7019 Validation of Asserted Restrictions–Computer Software.
252.227-7020 Rights in Special Works.
252.227-7021 Rights in Data–Existing Works.
252.227-7022 Government Rights (Unlimited).
252.227-7023 Drawings and Other Data to Become Property of Government.
252.227-7024 Notice and Approval of Restricted Designs.
252.227-7025 Limitations on the Use or Disclosure of Government-Furnished
Information Marked with Restrictive Legends.
252.227-7026 Deferred Delivery of Technical Data or Computer Software.
252.227-7027 Deferred Ordering of Technical Data or Computer Software.
252.227-7028 Technical Data or Computer Software Previously Delivered to the
Government.
252.227-7029 Reserved.
252.227-7030 Technical Data–Withholding of Payment.
252.227-7031 Reserved.
252.227-7032 Rights in Technical Data and Computer Software (Foreign).
252.227-7033 Rights in Shop Drawings.
252.227-7034 Reserved.
252.227-7035 Reserved.
252.227-7036 Reserved.
252.227-7037 Validation of Restrictive Markings on Technical Data.
252.227-7038 Patent Rights–Ownership by the Contractor (Large Business).
252.227-7039 Patents–Reporting of Subject Inventions.
252.228-7000 Reimbursement for War-Hazard Losses.
252.228-7001 Ground and Flight Risk.
252.228-7002 Reserved.
252.228-7003 Capture and Detention.
252.228-7004 Bonds or Other Security.
252.228-7005 Accident Reporting and Investigation Involving Aircraft, Missiles,
and Space Launch Vehicles.
252.228-7006 Compliance with Spanish Laws and Insurance.
252.229-7000 Invoices Exclusive of Taxes or Duties.
252.229-7001 Tax Relief.
252.229-7002 Customs Exemptions (Germany).
252.229-7003 Tax Exemptions (Italy).
252.229-7004 Status of Contractor as a Direct Contractor (Spain).
252.229-7005 Tax Exemptions (Spain).
252.229-7006 Value Added Tax Exclusion (United Kingdom).
252.229-7007 Verification of United States Receipt of Goods.
252.229-7008 Relief from Import Duty (United Kingdom).
252.229-7009 Relief From Customs Duty and Value Added Tax on Fuel
(Passenger Vehicles) (United Kingdom).
252.229-7010 Relief from Customs Duty on Fuel (United Kingdom).
1998 EDITION

6

Defense Federal Acquisition Regulation Supplement
Part 252—Solicitation Provisions and Contract Clauses

252.229-7011
252.229-7012
252.229-7013
252.229-7014
252.229-7015
252.231-7000
252.232-7000
252.232-7001
252.232-7002
252.232-7003
252.232-7004
252.232-7005
252.232-7006
252.232-7007
252.232-7008
252.232-7009
252.232-7010
252.232-7011
252.232-7012
252.232-7013
252.232-7014
252.233-7000
252.233-7001
252.234-7001
252.234-7002
252.234-7003
252.234-7004
252.235-7000
252.235-7001
252.235-7002
252.235-7003
252.235-7004
252.235-7005
252.235-7006
252.235-7007
252.235-7008
252.235-7009
252.235-7010
252.235-7011
252.236-7000
252.236-7001
252.236-7002
252.236-7003
252.236-7004
252.236-7005
252.236-7006
252.236-7007
252.236-7008
252.236-7009
252.236-7010
1998 EDITION

Reporting of Foreign Taxes–U.S. Assistance Programs.
Tax Exemptions (Italy)—Representation.
Tax Exemptions (Spain)—Representation.
Taxes—Foreign Contracts in Afghanistan.
Taxes—Foreign Contracts in Afghanistan (North Atlantic Treaty
Organization Status of Forces Agreement).
Supplemental Cost Principles.
Advance Payment Pool.
Disposition of Payments.
Progress Payments for Foreign Military Sales Acquisitions.
Electronic Submission of Payment Requests and Receiving Reports.
DoD Progress Payment Rates.
Reimbursement of Subcontractor Advance Payments–DoD Pilot
Mentor-Protege Program.
Wide Area WorkFlow Payment Instructions.
Limitation of Government’s Obligation.
Assignment of Claims (Overseas).
Mandatory Payment by Governmentwide Commercial Purchase Card.
Levies on Contract Payments.
Payments in Support of Emergencies and Contingency Operations.
Performance-Based Payments–Whole-Contract Basis.
Performance-Based Payments—Deliverable-Item Basis.
Notification of Payment in Local Currency (Afghanistan).
Reserved.
Choice of Law (Overseas).
Notice of Earned Value Management System.
Earned Value Management System.
Notice of Cost and Software Data Reporting System.
Cost and Software Data Reporting System.
Indemnification Under 10 U.S.C. 2354–Fixed Price.
Indemnification Under 10 U.S.C. 2354–Cost Reimbursement.
Animal Welfare.
Frequency Authorization.
Protection of Human Subjects.
Reserved.
Reserved.
Reserved.
Reserved.
Reserved.
Acknowledgement of Support and Disclaimer.
Final Scientific or Technical Report.
Modification Proposals–Price Breakdown.
Contract Drawings and Specifications.
Obstruction of Navigable Waterways.
Payment for Mobilization and Preparatory Work.
Payment for Mobilization and Demobilization.
Airfield Safety Precautions.
Cost Limitation.
Additive or Deductive Items.
Contract Prices–Bidding Schedules.
Option for Supervision and Inspection Services.
Overseas Military Construction–Preference for United States
7
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Firms.
252.236-7011 Overseas Architect-Engineer Services–Restriction to United States
Firms.
252.236-7012 Military Construction on Kwajalein Atoll–Evaluation Preference.
252.236-7013 Requirement for Competition Opportunity for American Steel
Producers, Fabricators, and Manufacturers.
252.237-7000 Notice of Special Standards of Responsibility.
252.237-7001 Compliance with Audit Standards.
252.237-7002 Award to Single Offeror.
252.237-7003 Requirements.
252.237-7004 Area of Performance.
252.237-7005 Performance and Delivery.
252.237-7006 Subcontracting.
252.237-7007 Termination for Default.
252.237-7008 Group Interment.
252.237-7009 Permits.
252.237-7010 Prohibition on Interrogation of Detainees by Contractor Personnel.
252.237-7011 Preparation History.
252.237-7012 Instruction to Offerors (Count-of-Articles).
252.237-7013 Instruction to Offerors (Bulk Weight).
252.237-7014 Loss or Damage (Count-of-Articles).
252.237-7015 Loss or Damage (Weight of Articles).
252.237-7016 Delivery Tickets.
252.237-7017 Individual Laundry.
252.237-7018 Special Definitions of Government Property.
252.237-7019 Training for Contractor Personnel Interacting with Detainees.
252.237-7020 Reserved.
252.237-7021 Reserved.
252.237-7022 Services at Installations Being Closed.
252.237-7023 Continuation of Essential Contractor Services.
252.237-7024 Notice of Continuation of Essential Contractor Services.
252.239-7000 Protection Against Compromising Emanations.
252.239-7001 Information Assurance Contractor Training and Certification.
252.239-7002 Access.
252.239-7003 Reserved.
252.239-7004 Orders for Facilities and Services.
252.239-7005 Rates, Charges, and Services.
252.239-7006 Tariff Information.
252.239-7007 Cancellation or Termination of Orders.
252.239-7008 Reuse Arrangements.
252.239-7009 Representation of Use of Cloud Computing.
252.239-7010 Cloud Computing Services.
252.239-7011 Special Construction and Equipment Charges.
252.239-7012 Title to Telecommunication Facilities and Equipment.
252.239-7013 Obligation of the Government.
252.239-7014 Term of Agreement.
252.239-7015 Continuation of Communication Service Authorizations.
252.239-7016 Telecommunications Security Equipment, Devices, Techniques,
and Services.
252.239-7017 Notice of Supply Chain Risk.
252.239-7018 Supply Chain risk.
252.241-7000 Superseding Contract.
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252.241-7001
252.242-7000
252.242-7001
252.242-7002
252.242-7003
252.242-7004
252.242-7005
252.242-7006
252.243-7000
252.243-7001
252.243-7002
252.244-7000
252.244-7001
252.245-7000
252.245-7001
252.245-7002
252.245-7003
252.245-7004
252.246-7000
252.246-7001
252.246-7002
252.246-7003
252.246-7004
252.246-7005
252.246-7006
252.246-7007
252.246-7008
252.247-7000
252.247-7001
252.247-7002
252.247-7003
252.247-7004
252.247-7005
252.247-7006
252.247-7007
252.247-7008
252.247-7009
252.247-7010
252.247-7011
252.247-7012
252.247-7013
252.247-7014
252.247-7015
252.247-7016
252.247-7017
252.247-7018
252.247-7019
252.247-7020
252.247-7021
1998 EDITION

Government Access.
Reserved.
Reserved.
Reserved.
Reserved.
Material Management and Accounting System.
Contractor Business Systems.
Accounting System Administration.
Reserved.
Pricing of Contract Modifications.
Requests for Equitable Adjustment.
Subcontracts for Commercial Items.
Contractor Purchasing System Administration.
Government-Furnished Mapping, Charting, and Geodesy Property.
Tagging, Labeling, and Marking of Government-Furnished Property
Reporting Loss of Government Property.
Contractor Property Management System Administration.
Reporting, Reutilization, and Disposal.
Material Inspection and Receiving Report.
Warranty of Data.
Warranty of Construction (Germany).
Notification of Potential Safety Issues.
Safety of Facilities, Infrastructure, and Equipment for Military
Operations.
Notice of Warranty Tracking of Serialized Items.
Warranty Tracking of Serialized Items.
Contractor Counterfeit Electronic Part Detection and Avoidance
System.
Sources of Electronic Parts.
Hardship Conditions.
Price Adjustment.
Revision of Prices.
Pass-Through of Motor Carrier Fuel Surcharge Adjustment to the Cost
Bearer.
Indefinite Quantities–Fixed Charges.
Indefinite Quantities–No Fixed Charges.
Removal of Contractor's Employees.
Liability and Insurance.
Evaluation of Bids.
Award.
Scope of Contract.
Period of Contract.
Ordering Limitation.
Contract Areas of Performance.
Demurrage.
Reserved.
Contractor Liability for Loss or Damage.
Erroneous Shipments.
Subcontracting.
Drayage.
Additional Services.
Returnable Containers Other Than Cylinders.
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252.247-7022
252.247-7023
252.247-7024
252.247-7025
252.247-7026
252.247-7027
252.247-7028
252.249-7000
252.249-7001
252.249-7002
252.251-7000
252.251-7001
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Representation of Extent of Transportation by Sea.
Transportation of Supplies by Sea.
Notification of Transportation of Supplies by Sea.
Reflagging or Repair Work.
Evaluation Preference for Use of Domestic Shipyards–Applicable to
Acquisition of Carriage by Vessel for DoD Cargo in the Coastwise or
Noncontiguous Trade.
Riding Gang Member Requirements.
Application for U.S. Government Shipping Documentation/
Instructions.
Special Termination Costs.
Reserved.
Notification of Anticipated Contract Termination or Reduction.
Ordering From Government Supply Sources.
Use of Interagency Fleet Management System (IFMS) Vehicles and
Related Services.
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(Revised June 29, 2018)
252.215-7000 Reserved.
252.215-7001 Reserved.
252.215-7002 Cost Estimating System Requirements.
As prescribed in 215.408(1), use the following clause:
COST ESTIMATING SYSTEM REQUIREMENTS (DEC 2012)
(a) Definitions.
“Acceptable estimating system” means an estimating system that complies with the
system criteria in paragraph (d) of this clause, and provides for a system that—
(1) Is maintained, reliable, and consistently applied;
(2) Produces verifiable, supportable, documented, and timely cost estimates
that are an acceptable basis for negotiation of fair and reasonable prices;
(3) Is consistent with and integrated with the Contractor’s related management
systems; and
(4) Is subject to applicable financial control systems.
“Estimating system” means the Contractor's policies, procedures, and practices for
budgeting and planning controls, and generating estimates of costs and other data
included in proposals submitted to customers in the expectation of receiving contract
awards. Estimating system includes the Contractor's—
(1) Organizational structure;
(2) Established lines of authority, duties, and responsibilities;
(3) Internal controls and managerial reviews;
(4) Flow of work, coordination, and communication; and
(5) Budgeting, planning, estimating methods, techniques, accumulation of
historical costs, and other analyses used to generate cost estimates.
“Significant deficiency” means a shortcoming in the system that materially affects
the ability of officials of the Department of Defense to rely upon data and information
produced by the system that is needed for management purposes.
(b) General. The Contractor shall establish, maintain, and comply with an
acceptable estimating system.
(c) Applicability. Paragraphs (d) and (e) of this clause apply if the Contractor is a
large business and either—
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(1) In its fiscal year preceding award of this contract, received Department of
Defense (DoD) prime contracts or subcontracts, totaling $50 million or more for which
certified cost or pricing data were required; or
(2) In its fiscal year preceding award of this contract—
(i) Received DoD prime contracts or subcontracts totaling $10 million or
more (but less than $50 million) for which certified cost or pricing data were required;
and
(ii) Was notified, in writing, by the Contracting Officer that paragraphs (d)
and (e) of this clause apply.
(d) System requirements.
(1) The Contractor shall disclose its estimating system to the
Administrative Contracting Officer (ACO), in writing. If the Contractor wishes the
Government to protect the data and information as privileged or confidential, the
Contractor must mark the documents with the appropriate legends before
submission.
(2) An estimating system disclosure is acceptable when the Contractor has
provided the ACO with documentation that—
(i) Accurately describes those policies, procedures, and practices that the
Contractor currently uses in preparing cost proposals; and
(ii) Provides sufficient detail for the Government to reasonably make an
informed judgment regarding the acceptability of the Contractor's estimating practices.
(3) The Contractor shall—
(i) Comply with its disclosed estimating system; and
(ii) Disclose significant changes to the cost estimating system to the ACO on
a timely basis.
(4) The Contractor’s estimating system shall provide for the use of appropriate
source data, utilize sound estimating techniques and good judgment, maintain a
consistent approach, and adhere to established policies and procedures. An acceptable
estimating system shall accomplish the following functions:
(i) Establish clear responsibility for preparation, review, and approval of
cost estimates and budgets.
(ii) Provide a written description of the organization and duties of the
personnel responsible for preparing, reviewing, and approving cost estimates and
budgets.
(iii) Ensure that relevant personnel have sufficient training, experience, and
guidance to perform estimating and budgeting tasks in accordance with the
Contractor's established procedures.
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(iv) Identify and document the sources of data and the estimating methods
and rationale used in developing cost estimates and budgets.
(v) Provide for adequate supervision throughout the estimating and
budgeting process.
(vi) Provide for consistent application of estimating and budgeting
techniques.
(vii) Provide for detection and timely correction of errors.
(viii) Protect against cost duplication and omissions.
(ix) Provide for the use of historical experience, including historical vendor
pricing data, where appropriate.
(x) Require use of appropriate analytical methods.
systems.

(xi) Integrate data and information available from other management

(xii) Require management review, including verification of compliance with
the company's estimating and budgeting policies, procedures, and practices.
(xiii) Provide for internal review of, and accountability for, the acceptability
of the estimating system, including the budgetary data supporting indirect cost
estimates and comparisons of projected results to actual results, and an analysis of any
differences.
(xiv) Provide procedures to update cost estimates and notify the Contracting
Officer in a timely manner throughout the negotiation process.
(xv) Provide procedures that ensure subcontract prices are reasonable based
on a documented review and analysis provided with the prime proposal, when
practicable.
(xvi) Provide estimating and budgeting practices that consistently generate
sound proposals that are compliant with the provisions of the solicitation and are
adequate to serve as a basis to reach a fair and reasonable price.
(xvii) Have an adequate system description, including policies, procedures,
and estimating and budgeting practices, that comply with the Federal Acquisition
Regulation and Defense Federal Acquisition Regulation Supplement.
(e) Significant deficiencies.
(1) The Contracting Officer will provide an initial determination to the
Contractor, in writing, of any significant deficiencies. The initial determination will
describe the deficiency in sufficient detail to allow the Contractor to understand the
deficiency.
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(2) The Contractor shall respond within 30 days to a written initial
determination from the Contracting Officer that identifies significant deficiencies in the
Contractor's estimating system. If the Contractor disagrees with the initial
determination, the Contractor shall state, in writing, its rationale for disagreeing.
(3) The Contracting Officer will evaluate the Contractor's response and notify
the Contractor, in writing, of the Contracting Officer’s final determination concerning—
(i) Remaining significant deficiencies;
(ii) The adequacy of any proposed or completed corrective action; and
(iii) System disapproval, if the Contracting Officer determines that one or
more significant deficiencies remain.
(f) If the Contractor receives the Contracting Officer’s final determination of
significant deficiencies, the Contractor shall, within 45 days of receipt of the final
determination, either correct the significant deficiencies or submit an acceptable
corrective action plan showing milestones and actions to eliminate the significant
deficiencies.
(g) Withholding payments. If the Contracting Officer makes a final determination
to disapprove the Contractor’s estimating system, and the contract includes the clause
at 252.242-7005, Contractor Business Systems, the Contracting Officer will withhold
payments in accordance with that clause.
(End of clause)
252.215-7003 Requirement for Submission of Data Other Than Certified Cost
or Pricing Data—Canadian Commercial Corporation.
As prescribed at 215.408(2)(i), use the following provision:
REQUIREMENT FOR SUBMISSION OF DATA OTHER THAN CERTIFIED COST
OR PRICING DATA—CANADIAN COMMERCIAL CORPORATION (JUL 2012)
(a) Submission of certified cost or pricing data is not required.
(b) Canadian Commercial Corporation shall obtain and provide the following:
(i) Profit rate or fee (as applicable).
(ii) Analysis provided by Public Works and Government Services Canada to the
Canadian Commercial Corporation to determine a fair and reasonable price
(comparable to the analysis required at FAR 15.404-1).
(iii) Data other than certified cost or pricing data necessary to permit a
determination by the U.S. Contracting Officer that the proposed price is fair and
reasonable [U.S. Contracting Officer to insert description of the data required in
accordance with FAR 15.403-3(a)(1)].
(c) As specified in FAR 15.403-3(a)(4), an offeror who does not comply with a
requirement to submit data that the U.S. Contracting Officer has deemed necessary to
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determine price reasonableness or cost realism is ineligible for award unless the head of
the contracting activity determines that it is in the best interest of the Government to
make the award to that offeror.
(End of provision)
252.215-7004 Requirement for Submission of Data Other Than Certified Cost
or Pricing Data—Modifications—Canadian Commercial Corporation.
As prescribed at 215.408(2)(ii), use the following clause:
REQUIREMENT FOR SUBMISSION OF DATA OTHER THAN CERTIFIED COST
OR PRICING DATA—MODIFICATIONS—CANADIAN COMMERCIAL
CORPORATION (OCT 2013)
This clause , in lieu of FAR 52.215-21, applies only if award is to the Canadian
Commercial Corporation.
(a) Submission of certified cost or pricing data is not required.
(b) Canadian Commercial Corporation shall obtain and provide the following for
modifications that exceed the $150,000 [or higher dollar value specified by the U.S.
Contracting Officer in the solicitation].
(i) Profit rate or fee (as applicable).
(ii) Analysis provided by Public Works and Government Services Canada to the
Canadian Commercial Corporation to determine a fair and reasonable price
(comparable to the analysis required at FAR 15.404-1).
(iii) Data other than certified cost or pricing data necessary to permit a
determination by the U.S. Contracting Officer that the proposed price is fair and
reasonable [U.S. Contracting Officer to insert description of the data required in
accordance with FAR 15.403-3(a)(1)].
(End of clause)
252.215-7005 Evaluation Factor for Employing or Subcontracting with
Members of the Selected Reserve.
As prescribed in 215.370-3(a), use the following provision:
EVALUATION FACTOR FOR EMPLOYING OR SUBCONTRACTING WITH
MEMBERS OF THE SELECTED RESERVE (OCT 2008)
(a) Definition. “Selected Reserve,” as used in this provision, has the meaning given
that term in 10 U.S.C. 10143. Selected Reserve members normally attend regular drills
throughout the year and are the group of Reserves most readily available to the
President.
(b) This solicitation includes an evaluation factor that considers the offeror’s
intended use of employees, or individual subcontractors, who are members of the
Selected Reserve.
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(c) If the offeror, in the performance of any contract resulting from this solicitation,
intends to use employees or individual subcontractors who are members of the Selected
Reserve, the offeror’s proposal shall include documentation to support this intent. Such
documentation may include, but is not limited to—
(1) Existing company documentation, such as payroll or personnel records,
indicating the names of the Selected Reserve members who are currently employed by
the company; or
(2) A statement that one or more positions will be set aside to be filled by new
hires of Selected Reserve members, along with verifying documentation.
(End of provision)
252.215-7006 Use of Employees or Individual Subcontractors Who are
Members of the Selected Reserve.
As prescribed in 215.370-3(b), use the following clause:
USE OF EMPLOYEES OR INDIVIDUAL SUBCONTRACTORS WHO ARE
MEMBERS OF THE SELECTED RESERVE (OCT 2008)
(a) Definition. “Selected Reserve,” as used in this clause, has the meaning given
that term in 10 U.S.C. 10143. Selected Reserve members normally attend regular drills
throughout the year and are the group of Reserves most readily available to the
President.
(b) If the Contractor stated in its offer that it intends to use members of the Selected
Reserve in the performance of this contract—
(1) The Contractor shall use employees, or individual subcontractors, who are
members of the Selected Reserve in the performance of the contract to the fullest extent
consistent with efficient contract performance; and
(2) The Government has the right to terminate the contract for default if the
Contractor willfully or intentionally fails to use members of the Selected Reserve, as
employees or individual subcontractors, in the performance of the contract.
(End of clause)
252.215-7007 Notice of Intent to Resolicit.
As prescribed at 215.371-6, use the following provision:
NOTICE OF INTENT TO RESOLICIT (JUN 2012)
This solicitation provides offerors fewer than 30 days to submit proposals. In the event
that only one offer is received in response to this solicitation, the Contracting Officer
may cancel the solicitation and resolicit for an additional period of at least 30 days in
accordance with 215.371-2.
(End of provision)
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252.215-7008 Only One Offer.
As prescribed at 215.408(3), use the following provision:
ONLY ONE OFFER (OCT 2013)
(a) After initial submission of offers, the Offeror agrees to submit any subsequently
requested additional cost or pricing data if the Contracting Officer notifies the offeror
that—
(1) Only one offer was received; and
(2) Additional cost or pricing data is required in order to determine whether the
price is fair and reasonable or to comply with the statutory requirement for certified
cost or pricing data (10 U.S.C. 2306a and FAR 15.403-3).
(b) Requirement for submission of additional cost or pricing data. Except as
provided in paragraph (c) of this provision, the Offeror shall submit additional cost or
pricing data as follows:
(1) If the Contracting Officer notifies the Offeror that additional cost or pricing
data are required in accordance with paragraph (a) of this clause, the data shall be
certified unless an exception applies (FAR 15.403-1(b)).
(2) Exceptions from certified cost or pricing data. In lieu of submitting certified
cost or pricing data, the Offeror may submit a written request for exception by
submitting the information described in the following paragraphs. The Contracting
Officer may require additional supporting information, but only to the extent necessary
to determine whether an exception should be granted, and whether the price is fair and
reasonable.
(i) Identification of the law or regulation establishing the price offered.
If the price is controlled under law by periodic rulings, reviews, or similar actions of
a governmental body, attach a copy of the controlling document, unless it was
previously submitted to the contracting office.
(ii) Commercial item exception. For a commercial item exception, the
Offeror shall submit, at a minimum, information on prices at which the same item
or/ similar items have previously been sold in the commercial market that is
adequate for evaluating the reasonableness of the price for this acquisition. Such
information may include—
(A) For catalog items, a copy of or identification of the catalog
and its date, or the appropriate pages for the offered items, or a statement that the
catalog is on file in the buying office to which the proposal is being submitted.
Provide a copy or describe current discount policies and price lists (published or
unpublished), e.g., wholesale, original equipment manufacturer, or reseller. Also
explain the basis of each offered price and its relationship to the established catalog
price, including how the proposed price relates to the price of recent sales in
quantities similar to the proposed quantities;
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(B) For market-priced items, the source and date or period of
the market quotation or other basis for market price, the base amount, and
applicable discounts. In addition, describe the nature of the market; or
(C) For items included on an active Federal Supply Service
Multiple Award Schedule contract, proof that an exception has been granted for the
schedule item.
(3) The Offeror grants the Contracting Officer or an authorized
representative the right to examine, at any time before award, books, records,
documents, or other directly pertinent records to verify any request for an exception
under this provision, and the reasonableness of price. For items priced using
catalog or market prices, or law or regulation, access does not extend to cost or
profit information or other data relevant solely to the Offeror’s determination of the
prices to be offered in the catalog or marketplace.
(4) Requirements for certified cost or pricing data. If the Offeror is not
granted an exception from the requirement to submit certified cost or pricing data,
the following applies:
(i) The Offeror shall prepare and submit certified cost or pricing data
and supporting attachments in accordance with the instructions contained in Table
15-2 of FAR 15.408, which is incorporated by reference with the same force and
effect as though it were inserted here in full text. The instructions in Table 15-2 are
incorporated as a mandatory format to be used, unless the Contracting Officer and
the Offeror agree to a different format.
(ii) As soon as practicable after agreement on price, but before contract
award (except for unpriced actions such as letter contracts), the offeror shall submit
a Certificate of Current Cost or Pricing Data, as prescribed by FAR 15.406-2.
(c) If the Offeror is the Canadian Commercial Corporation, certified cost or
pricing data are not required. If the Contracting Officer notifies the Canadian
Commercial Corporation that additional data other than certified cost or pricing
data are required in accordance with 225.870-4(c), the Canadian Commercial
Corporation shall obtain and provide the following:
(1) Profit rate or fee (as applicable).
(2) Analysis provided by Public Works and Government Services Canada to the
Canadian Commercial Corporation to determine a fair and reasonable price
(comparable to the analysis required at FAR 15.404-1).
(3) Data other than certified cost or pricing data necessary to permit a
determination by the U.S. Contracting Officer that the proposed price is fair and
reasonable [U.S. Contracting Officer to provide description of the data required in
accordance with FAR 15.403-3(a)(1) with the notification].
(4) As specified in FAR 15.403-3(a)(4), an offeror who does not comply with a
requirement to submit data that the U.S. Contracting Officer has deemed necessary to
determine price reasonableness or cost realism is ineligible for award unless the head of
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the contracting activity determines that it is in the best interest of the Government to
make the award to that offeror.
(d) If negotiations are conducted, the negotiated price should not exceed the offered
price.
(End of provision)
252.215-7009 Proposal Adequacy Checklist.
As prescribed in 215.408(4), use the following provision:
PROPOSAL ADEQUACY CHECKLIST (JAN 2014)
The offeror shall complete the following checklist, providing location of requested
information, or an explanation of why the requested information is not provided. In
preparation of the offeror’s checklist, offerors may elect to have their prospective
subcontractors use the same or similar checklist as appropriate.
PROPOSAL ADEQUACY CHECKLIST
REFERENCES

SUBMISSION
ITEM

If not
provided
PROPOSAL EXPLAIN
PAGE No.
(may use
continuation
pages)

GENERAL INSTRUCTIONS
1.

FAR 15.408,
Table 15-2,
Section I
Paragraph A

Is there a properly completed
first page of the proposal per
FAR 15.408 Table 15-2 I.A or
as specified in the solicitation?

2.

FAR 15.408,
Table 15-2,
Section I
Paragraph A(7)

Does the proposal identify the
need for Government-furnished
material/tooling/test
equipment? Include the
accountable contract number
and contracting officer contact
information if known.

3.

FAR 15.408,
Table 15-2,
Section I
Paragraph A(8)

Does the proposal identify and
explain notifications of
noncompliance with Cost
Accounting Standards Board or
Cost Accounting Standards
(CAS); any proposal
inconsistencies with your
disclosed practices or applicable
CAS; and inconsistencies with
your established estimating
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REFERENCES

SUBMISSION
ITEM

If not
provided
PROPOSAL EXPLAIN
PAGE No.
(may use
continuation
pages)

and accounting principles and
procedures?
4.

FAR 15.408,
Table 15-2,
Section I,
Paragraph C(1)

Does the proposal disclose any
other known activity that could
materially impact the costs?
This may include, but is not
limited to, such factors as—
FAR 2.101,
(1) Vendor quotations;
“Cost or pricing (2) Nonrecurring costs;
data”
(3) Information on changes in
production methods and in
production or purchasing
volume;
(4) Data supporting projections
of business prospects and
objectives and related
operations costs;
(5) Unit-cost trends such as
those associated with labor
efficiency;
(6) Make-or-buy decisions;
(7) Estimated resources to
attain business goals; and
(8) Information on management
decisions that could have a
significant bearing on costs.

5.

FAR 15.408,
Table 15-2,
Section I
Paragraph B

Is an Index of all certified cost
or pricing data and information
accompanying or identified in
the proposal provided and
appropriately referenced?

6.

FAR 15.4031(b)

Are there any exceptions to
submission of certified cost or
pricing data pursuant to FAR
15.403-1(b)? If so, is supporting
documentation included in the
proposal? (Note questions 1820.)

7.

FAR 15.408,
Table 15-2,
Section I

Does the proposal disclose the
judgmental factors applied and
the mathematical or other
methods used in the estimate,
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REFERENCES

SUBMISSION
ITEM

Paragraph
C(2)(i)

including those used in
projecting from known data?

8.

FAR 15.408,
Table 15-2,
Section I
Paragraph
C(2)(ii)

Does the proposal disclose the
nature and amount of any
contingencies included in the
proposed price?

9.

FAR 15.408
Table 15-2,
Section II,
Paragraph A or
B

Does the proposal explain the
basis of all cost estimating
relationships (labor hours or
material) proposed on other
than a discrete basis?

10.

FAR 15.408,
Table 15-2,
Section I
Paragraphs D
and E

Is there a summary of total cost
by element of cost and are the
elements of cost crossreferenced to the supporting
cost or pricing data?
(Breakdowns for each cost
element must be consistent
with your cost accounting
system, including breakdown
by year.)

11.

FAR 15.408,
Table 15-2,
Section I
Paragraphs D
and E

If more than one Contract Line
Item Number (CLIN) or sub
Contract Line Item Number
(sub-CLIN) is proposed as
required by the RFP, are there
summary total amounts
covering all line items for each
element of cost and is it crossreferenced to the supporting
cost or pricing data?

12.

FAR 15.408,
Table 15-2,
Section I
Paragraph F

Does the proposal identify any
incurred costs for work
performed before the
submission of the proposal?
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REFERENCES

13.

FAR 15.408,
Table 15-2,
Section I
Paragraph G

SUBMISSION
ITEM

If not
provided
PROPOSAL EXPLAIN
PAGE No.
(may use
continuation
pages)

Is there a Government forward
pricing rate agreement
(FPRA)? If so, the offeror shall
identify the official submittal of
such rate and factor data. If
not, does the proposal include
all rates and factors by year
that are utilized in the
development of the proposal
and the basis for those rates
and factors?
COST ELEMENTS
MATERIALS AND SERVICES

14.

FAR 15.408,
Table 15-2,
Section II
Paragraph A

Does the proposal include a
consolidated summary of
individual material and
services, frequently referred to
as a Consolidated Bill of
Material (CBOM), to include
the basis for pricing? The
offeror’s consolidated summary
shall include raw materials,
parts, components, assemblies,
subcontracts and services to be
produced or performed by
others, identifying as a
minimum the item, source,
quantity, and price.

SUBCONTRACTS (Purchased materials or services)
15.

DFARS
215.404-3

16.

FAR 15.404-3(c) Per the thresholds of FAR
15.404-3(c), Subcontract
FAR 52.244-2
Pricing Considerations, does
the proposal include a copy of
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proposals, for which the
contracting officer has initiated
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pricing analysis?
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REFERENCES

SUBMISSION
ITEM

If not
provided
PROPOSAL EXPLAIN
PAGE No.
(may use
continuation
pages)

the applicable subcontractor’s
certified cost or pricing data?

17.

FAR 15.408,
Table 15-2,
Note 1;
Section II
Paragraph A

Is there a price/cost analysis
establishing the reasonableness
of each of the proposed
subcontracts included with the
proposal?
If the offeror’s price/cost
analyses are not provided with
the proposal, does the proposal
include a matrix identifying
dates for receipt of
subcontractor proposal,
completion of fact finding for
purposes of price/cost analysis,
and submission of the price/cost
analysis?

EXCEPTIONS TO CERTIFIED COST OR PRICING DATA
18.

FAR 52.215-20
FAR 2.101,
“commercial
item”
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Has the offeror submitted an
exception to the submission of
certified cost or pricing data for
commercial items proposed
either at the prime or
subcontractor level, in
accordance with provision
52.215-20?
a. Has the offeror specifically
identified the type of
commercial item claim (FAR
2.101 commercial item
definition, paragraphs (1)
through (8)), and the basis on
which the item meets the
definition?
b. For modified commercial
items (FAR 2.101 commercial
item definition paragraph (3));
did the offeror classify the
modification(s) as either—
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REFERENCES

SUBMISSION
ITEM

If not
provided
PROPOSAL EXPLAIN
PAGE No.
(may use
continuation
pages)

i. A modification of a type
customarily available in the
commercial marketplace
(paragraph (3)(i)); or
ii. A minor modification
(paragraph (3)(ii)) of a type not
customarily available in the
commercial marketplace made
to meet Federal Government
requirements not exceeding the
thresholds in FAR 15.4031(c)(3)(iii)(B)?
c. For proposed commercial
items “of a type”, or “evolved”
or modified (FAR 2.101
commercial item definition
paragraphs (1) through (3)), did
the contractor provide a
technical description of the
differences between the
proposed item and the
comparison item(s)?
19.
20.

[Reserved]
FAR 15.408,
Table 15-2,
Section II
Paragraph A(1)

Does the proposal support the
degree of competition and the
basis for establishing the
source and reasonableness of
price for each subcontract or
purchase order priced on a
competitive basis exceeding the
threshold for certified cost or
pricing data?

INTERORGANIZATIONAL TRANSFERS
21.

FAR 15.408,
Table 15-2,
Section II
Paragraph A.(2)

For inter-organizational
transfers proposed at cost, does
the proposal include a complete
cost proposal in compliance
with Table 15-2?

22.

FAR 15.408,
Table 15-2,

For inter-organizational
transfers proposed at price in
accordance with FAR 31.205-
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REFERENCES

SUBMISSION
ITEM

If not
provided
PROPOSAL EXPLAIN
PAGE No.
(may use
continuation
pages)

Section II
26(e), does the proposal provide
Paragraph A(1) an analysis by the prime that
supports the exception from
certified cost or pricing data in
accordance with FAR 15.403-1?
DIRECT LABOR
23.

FAR 15.408,
Table 15-2,
Section II
Paragraph B

Does the proposal include a
time phased (i.e.; monthly,
quarterly) breakdown of labor
hours, rates and costs by
category or skill level? If labor
is the allocation base for
indirect costs, the labor cost
must be summarized in order
that the applicable overhead
rate can be applied.

24.

FAR 15.408,
Table 15-2,
Section II
Paragraph B

For labor Basis of Estimates
(BOEs), does the proposal
include labor categories, labor
hours, and task descriptions,
(e.g.; Statement of Work
reference, applicable CLIN,
Work Breakdown Structure,
rationale for estimate,
applicable history, and timephasing)?

25.

FAR subpart
22.10

If covered by the Service
Contract Labor Standards
statute (41 U.S.C. chapter 67),
are the rates in the proposal in
compliance with the minimum
rates specified in the statute?
INDIRECT COSTS

26.

FAR 15.408,
Table 15-2,
Section II
Paragraph C
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Does the proposal indicate the
basis of estimate for proposed
indirect costs and how they are
applied? (Support for the
indirect rates could consist of
cost breakdowns, trends, and
budgetary data.)
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REFERENCES

SUBMISSION
ITEM

If not
provided
PROPOSAL EXPLAIN
PAGE No.
(may use
continuation
pages)

OTHER COSTS
27.

FAR 15.408,
Table 15-2,
Section II
Paragraph D

Does the proposal include other
direct costs and the basis for
pricing? If travel is included
does the proposal include
number of trips, number of
people, number of days per trip,
locations, and rates (e.g.
airfare, per diem, hotel, car
rental, etc)?

28.

FAR 15.408,
Table 15-2,
Section II
Paragraph E

If royalties exceed $1,500 does
the proposal provide the
information/data identified by
Table 15-2?

29.

FAR 15.408,
Table 15-2,
Section II
Paragraph F

When facilities capital cost of
money is proposed, does the
proposal include submission of
Form CASB-CMF or reference
to an FPRA/FPRP and show
the calculation of the proposed
amount?

FORMATS FOR SUBMISSION OF LINE ITEM SUMMARIES
30.

FAR 15.408,
Table 15-2,
Section III

Are all cost element
breakdowns provided using the
applicable format prescribed in
FAR 15.408, Table 15-2 III? (or
alternative format if specified
in the request for proposal)

31.

FAR 15.408,
Table 15-2,
Section III
Paragraph B

If the proposal is for a
modification or change order,
have cost of work deleted
(credits) and cost of work added
(debits) been provided in the
format described in FAR
15.408, Table 15-2.III.B?

32.

FAR 15.408,
Table 15-2,
Section III
Paragraph C

For price
revisions/redeterminations,
does the proposal follow the
format in FAR 15.408, Table
15-2.III.C?
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REFERENCES

SUBMISSION
ITEM

If not
provided
PROPOSAL EXPLAIN
PAGE No.
(may use
continuation
pages)

OTHER
33.

FAR 16.4

If an incentive contract type,
does the proposal include
offeror proposed target cost,
target profit or fee, share ratio,
and, when applicable,
minimum/maximum fee, ceiling
price?

34.

FAR 16.203-4
and FAR
15.408 Table
15-2, Section II,
Paragraphs A,
B, C, and D

If Economic Price Adjustments
are being proposed, does the
proposal show the rationale
and application for the
economic price adjustment?

35.

FAR 52.232-28

If the offeror is proposing
Performance-Based Payments
did the offeror comply with
FAR 52.232-28?

36.

FAR 15.408(n)

Excessive Pass-through
Charges– Identification of
Subcontract Effort: If the
offeror intends to subcontract
more than 70% of the total cost
of work to be performed, does
the proposal identify: (i) the
amount of the offeror’s indirect
costs and profit applicable to
the work to be performed by
the proposed subcontractor(s);
and (ii) a description of the
added value provided by the
offeror as related to the work to
be performed by the proposed
subcontractor(s)?

FAR 52.215-22
FAR 52.215-23

(End of provision)
252.215-7010 Requirements for Certified Cost or Pricing Data and Data
Other Than Certified Cost or Pricing Data.
Basic. As prescribed in 215.408(5)(i) and (5)(i)(A), use the following provision:
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REQUIREMENTS FOR CERTIFIED COST OR PRICING DATA AND DATA
OTHER THAN CERTIFIED COST OR PRICING DATA—BASIC (JAN 2018)
(a) Definitions. As used in this provision—
“Market prices” means current prices that are established in the course of
ordinary trade between buyers and sellers free to bargain and that can be
substantiated through competition or from sources independent of the offerors.
“Non-Government sales” means sales of the supplies or services to nonGovernmental entities for purposes other than governmental purposes.
“Relevant sales data” means information provided by an offeror on sales of the
same or similar items that can be used to establish price reasonableness taking into
consideration the age, volume, and nature of the transactions (including any related
discounts, refunds, rebates, offsets, or other adjustments).
“Sufficient non-Government sales” means relevant sales data that reflects
market pricing and contains enough information to make adjustments covered by
FAR 15.404-1(b)(2)(ii)(B).
“Uncertified cost data” means the subset of “data other than certified cost or
pricing data” (see FAR 2.101) that relates to cost.
(b) Exceptions from certified cost or pricing data.
(1) In lieu of submitting certified cost or pricing data, the Offeror may
submit a written request for exception by submitting the information described in
paragraphs (b)(1)(i) and (ii) of this provision. The Contracting Officer may require
additional supporting information, but only to the extent necessary to determine
whether an exception should be granted and whether the price is fair and
reasonable.
(i) Exception for prices set by law or regulation - Identification of the law
or regulation establishing the prices offered. If the prices are controlled under law
by periodic rulings, reviews, or similar actions of a governmental body, attach a
copy of the controlling document, unless it was previously submitted to the
contracting office.
(ii) Commercial item exception. For a commercial item exception, the
Offeror shall submit, at a minimum, information that is adequate for evaluating the
reasonableness of the price for this acquisition, including prices at which the same
item or similar items have been sold in the commercial market. Such information
shall include—
(A) For items previously determined to be commercial, the contract
number and military department, defense agency, or other DoD component that
rendered such determination, and if available, a Government point of contact;
(B) For items priced based on a catalog—
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(1) A copy of or identification of the Offeror’s current catalog
showing the price for that item; and
(2) If the catalog pricing provided with this proposal is not
consistent with all relevant sales data, a detailed description of differences or
inconsistencies between or among the relevant sales data, the proposed price, and
the catalog price (including any related discounts, refunds, rebates, offsets, or other
adjustments);
(C) For items priced based on market pricing, a description of the
nature of the commercial market, the methodology used to establish a market price,
and all relevant sales data. The description shall be adequate to permit DoD to
verify the accuracy of the description;
(D) For items included on an active Federal Supply Service Multiple
Award Schedule contract, proof that an exception has been granted for the schedule
item; or
(E) For items provided by nontraditional defense contractors, a
statement that the entity is not currently performing and has not performed, for at
least the 1-year period preceding the solicitation of sources by DoD for the
procurement or transaction, any contract or subcontract for DoD that is subject to
full coverage under the cost accounting standards prescribed pursuant to 41 U.S.C.
1502 and the regulations implementing such section.
(2) The Offeror grants the Contracting Officer or an authorized
representative the right to examine, at any time before award, books, records,
documents, or other directly pertinent records to verify any request for an exception
under this provision, and to determine the reasonableness of price.
(c) Requirements for certified cost or pricing data. If the Offeror is not granted
an exception from the requirement to submit certified cost or pricing data, the
following applies:
(1) The Offeror shall prepare and submit certified cost or pricing data and
supporting attachments in accordance with the instructions contained in Table 15-2
of FAR 15.408, which is incorporated by reference with the same force and effect as
though it were inserted here in full text. The instructions in Table 15-2 are
incorporated as a mandatory format to be used in any resultant contract, unless the
Contracting Officer and the Offeror agree to a different format and change this
provision to use Alternate I.
(2) As soon as practicable after agreement on price, but before contract
award (except for unpriced actions such as letter contracts), the Offeror shall submit
a Certificate of Current Cost or Pricing Data, as prescribed by FAR 15.406-2.
(d) Requirements for data other than certified cost or pricing data.
(1) Data other than certified cost or pricing data submitted in accordance
with this provision shall include the minimum information necessary to permit a
determination that the proposed price is fair and reasonable, to include the
requirements in DFARS 215.402(a)(i) and 215.404-1(b).
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(2) In cases in which uncertified cost data is required, the information shall
be provided in the form in which it is regularly maintained by the Offeror or
prospective subcontractor in its business operations.
(3) Within 10 days of a written request from the Contracting Officer for
additional information to permit an adequate evaluation of the proposed price in
accordance with FAR 15.403-3, the Offeror shall provide either the requested
information, or a written explanation for the inability to fully comply.
(4) Subcontract price evaluation.
(i) Offerors shall obtain from subcontractors the minimum information
necessary to support a determination of price reasonableness, as described in FAR
part 15 and DFARS part 215.
(ii) No cost data may be required from a prospective subcontractor in
any case in which there are sufficient non-Government sales of the same item to
establish reasonableness of price.
(iii) If the Offeror relies on relevant sales data for similar items to
determine the price is reasonable, the Offeror shall obtain only that technical
information necessary—
(A) To support the conclusion that items are technically similar; and
(B) To explain any technical differences that account for variances
between the proposed prices and the sales data presented.
(e) Subcontracts. The Offeror shall insert the substance of this provision,
including this paragraph (e), in subcontracts exceeding the simplified acquisition
threshold defined in FAR part 2. The Offeror shall require prospective
subcontractors to adhere to the requirements of—
(1) Paragraphs (c) and (d) of this provision for subcontracts above the
threshold for submission of certified cost or pricing data in FAR 15.403-4; and
(2) Paragraph (d) of this provision for subcontracts exceeding the simplified
acquisition threshold defined in FAR part 2.
(End of provision)
Alternate I. As prescribed in 215.408(5)(i) and (5)(i)(B), use the following provision,
which includes different paragraphs (c)(1) and (d)(3) than the basic clause.
REQUIREMENTS FOR CERTIFIED COST OR PRICING DATA AND DATA
OTHER THAN CERTIFIED COST OR PRICING DATA—ALTERNATE I
(JAN 2018)
(a) Definitions. As used in this provision—
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“Market prices” means current prices that are established in the course of
ordinary trade between buyers and sellers free to bargain and that can be
substantiated through competition or from sources independent of the offerors.
“Non-Government sales” means sales of the supplies or services to nonGovernmental entities for purposes other than governmental purposes.
“Relevant sales data” means information provided by an offeror on sales of the
same or similar items that can be used to establish price reasonableness taking into
consideration the age, volume, and nature of the transactions (including any related
discounts, refunds, rebates, offsets, or other adjustments).
“Sufficient non-Government sales” means relevant sales data that reflects
market pricing and contains enough information to make adjustments covered by
FAR 15.404-1(b)(2)(ii)(B).
“Uncertified cost data” means the subset of “data other than certified cost or
pricing data” (see FAR 2.101) that relates to cost.
(b) Exceptions from certified cost or pricing data.
(1) In lieu of submitting certified cost or pricing data, the Offeror may
submit a written request for exception by submitting the information described in
paragraphs (b)(1)(i) and (ii) of this provision. The Contracting Officer may require
additional supporting information, but only to the extent necessary to determine
whether an exception should be granted and whether the price is fair and
reasonable.
(i) Exception for price set by law or regulation - Identification of the law
or regulation establishing the price offered. If the price is controlled under law by
periodic rulings, reviews, or similar actions of a governmental body, attach a copy of
the controlling document, unless it was previously submitted to the contracting
office.
(ii) Commercial item exception. For a commercial item exception, the
Offeror shall submit, at a minimum, information that is adequate for evaluating the
reasonableness of the price for this acquisition, including prices at which the same
item or similar items have been sold in the commercial market. Such information
shall include—
(A) For items previously determined to be commercial, the contract
number and military department, defense agency, or other DoD component that
rendered such determination, and if available, a Government point of contact;
(B) For items priced based on a catalog—
(1) A copy of or identification of the Offeror’s current catalog
showing the price for that item; and
(2) If the catalog pricing provided with this proposal is not
consistent with all relevant sales data, a detailed description of differences or
inconsistencies between or among the relevant sales data, the proposed price, and
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the catalog price (including any related discounts, refunds, rebates, offsets, or other
adjustments);
(C) For items priced based on market pricing, a description of the
nature of the commercial market, the methodology used to establish a market price,
and all relevant sales data. The description shall be adequate to permit DoD to
verify the accuracy of the description;
(D) For items included on an active Federal Supply Service Multiple
Award Schedule contract, proof that an exception has been granted for the schedule
item; or
(E) For items provided by nontraditional defense contractors, a
statement that the entity is not currently performing and has not performed, for at
least the 1-year period preceding the solicitation of sources by DoD for the
procurement or transaction, any contract or subcontract for DoD that is subject to
full coverage under the cost accounting standards prescribed pursuant to 41 U.S.C.
1502 and the regulations implementing such section.
(2) The Offeror grants the Contracting Officer or an authorized
representative the right to examine, at any time before award, books, records,
documents, or other directly pertinent records to verify any request for an exception
under this provision, and to determine the reasonableness of price.
(c) Requirements for certified cost or pricing data. If the Offeror is not granted
an exception from the requirement to submit certified cost or pricing data, the
following applies:
(1) The Offeror shall submit certified cost or pricing data and supporting
attachments in the following format: [Insert description of the data and format that
are required, and include access to records necessary to permit an adequate
evaluation of the proposed price in accordance with FAR 15.408, Table 15-2, Note 2.
The Contracting Officer shall insert the description at the time of issuing the
solicitation or specify that the format regularly maintained by the offeror or
prospective subcontractor in its business operations will be acceptable. The
Contracting Officer may amend the description as the result of negotiations.]
(2) As soon as practicable after agreement on price, but before contract
award (except for unpriced actions such as letter contracts), the Offeror shall submit
a Certificate of Current Cost or Pricing Data, as prescribed by FAR 15.406-2.
(d) Requirements for data other than certified cost or pricing data.
(1) Data other than certified cost or pricing data submitted in accordance
with this provision shall include all data necessary to permit a determination that
the proposed price is fair and reasonable, to include the requirements in DFARS
215.402(a)(i) and 215.404-1(b).
(2) In cases in which uncertified cost data is required, the information shall
be provided in the form in which it is regularly maintained by the Offeror or
prospective subcontractor in its business operations.
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(3) The Offeror shall provide information described as follows: [Insert
description of the data and the format that are required, including access to records
necessary to permit an adequate evaluation of the proposed price in accordance with
FAR 15.403-3].
(4) Within 10 days of a written request from the Contracting Officer for
additional information to support proposal analysis, the Offeror shall provide either
the requested information, or a written explanation for the inability to fully comply.
(5) Subcontract price evaluation.
(i) Offerors shall obtain from subcontractors the information necessary
to support a determination of price reasonableness, as described in FAR part 15 and
DFARS part 215.
(ii) No cost information may be required from a prospective
subcontractor in any case in which there are sufficient non-Government sales of the
same item to establish reasonableness of price.
(iii) If the Offeror relies on relevant sales data for similar items to
determine the price is reasonable, the Offeror shall obtain only that technical
information necessary—
(A) To support the conclusion that items are technically similar; and
(B) To explain any technical differences that account for variances
between the proposed prices and the sales data presented.
(e) Subcontracts. The Offeror shall insert the substance of this provision,
including this paragraph (e), in all subcontracts exceeding the simplified acquisition
threshold defined in FAR part 2. The Offeror shall require prospective
subcontractors to adhere to the requirements of—
(1) Paragraph (c) and (d) of this provision for subcontracts above the
threshold for submission of certified cost or pricing data in FAR 15.403-4; and
(2) Paragraph (d) of this provision for subcontracts exceeding the simplified
acquisition threshold defined in FAR part 2.
(End of provision)
252.215-7011 Requirements for Submission of Proposals to the
Administrative Contracting Officer and Contract Auditor.
As prescribed in 215.408(5)(ii), use the following provision:
REQUIREMENTS FOR SUBMISSION OF PROPOSALS TO THE
ADMINISTRATIVE CONTRACTING OFFICER AND CONTRACT AUDITOR
(JAN 2018)
When the proposal is submitted, the Offeror shall also submit one copy each to—
(a) The Administrative Contracting Officer; and
1998 EDITION

252.215-23

Defense Federal Acquisition Regulation Supplement
Part 252—Solicitation Provisions and Contract Clauses

(b) The Contract Auditor.
(End of provision)
252.215-7012 Requirements for Submission of Proposals via Electronic
Media.
As prescribed in 215.408(5)(iii), use the following provision:
REQUIREMENTS FOR SUBMISSION OF PROPOSALS VIA ELECTRONIC
MEDIA (JAN 2018)
The Offeror shall submit the cost portion of the proposal via the following electronic
media: [Insert media format, e.g., electronic spreadsheet format, electronic mail, etc.]
(End of provision)
252.215-7013 Supplies and Services Provided by Nontraditional Defense
Contractors.
As prescribed in 215.408(6), use the following provision:
SUPPLES AND SERVICES PROVIDED BY NONTRADITIONAL DEFENSE
CONTRACTORS (JAN 2018)
Offerors are advised that in accordance with 10 U.S.C. 2380a, supplies and services
provided by a nontraditional defense contractor, as defined in DFARS 212.001, may
be treated as commercial items. The decision to apply commercial item procedures
to the procurement of supplies and services from a nontraditional defense
contractor does not require a commercial item determination and does not mean the
supplies or services are commercial.
(End of provision)
252.215-7014 Exception from Certified Cost or Pricing Data Requirements for
Foreign Military Sales Indirect Offsets.
As prescribed in 215.408(8), use the following clause:
EXCEPTION FROM CERTIFIED COST OR PRICING DATA REQUIREMENTS FOR
FOREIGN MILITARY SALES INDIRECT OFFSETS (JUN 2018)
(a) Definition. As used in this clause—
“Offset” means a benefit or obligation agreed to by a contractor and a foreign
government or international organization as an inducement or condition to purchase
supplies or services pursuant to a foreign military sale (FMS). There are two types of
offsets: direct offsets and indirect offsets.
(1) A direct offset involves benefits or obligations, including supplies or services
that are directly related to the item being purchased and are integral to the deliverable
of the FMS contract. For example, as a condition of a foreign military sale, the
contractor may require or agree to permit the customer to produce in its country certain
components or subsystems of the item being sold. Generally, direct offsets must be
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performed within a specified period, because they are integral to the deliverable of the
FMS contract.
(2) An indirect offset involves benefits or obligations, including supplies or
services that are not directly related to the specific item(s) being purchased and are not
integral to the deliverable of the FMS contract. For example, as a condition of a foreign
military sale, the contractor may agree to purchase certain manufactured products,
agricultural commodities, raw materials, or services, or make an equity investment or
grant of equipment required by the FMS customer, or may agree to build a school, road
or other facility. Indirect offsets would also include projects that are related to the FMS
contract but not purchased under said contract (e.g., a project to develop or advance a
capability, technology transfer, or know-how in a foreign company). Indirect offsets
may be accomplished without a clearly defined period of performance.
(b) Exceptions from certified cost or pricing data requirements. Notwithstanding the
requirements of Federal Acquisition Regulation (FAR) 52.215-20, Requirements for
Certified Cost or Pricing Data and Data Other Than Certified Cost or Pricing Data, in
the case of this contract or a subcontract, and FAR 52.215-21, Requirements for
Certified Cost or Pricing Data and Data Other Than Certified Cost or Pricing Data—
Modifications, in the case of modification of this contract or a subcontract, submission of
certified cost or pricing data shall not be required to the extent such data relates to an
indirect offset (10 U.S.C. 2306a(b)(1)).
(End of clause)
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(Revised June 29, 2018)
252.216-7000 Economic Price Adjustment—Basic Steel, Aluminum, Brass,
Bronze, or Copper Mill Products.
As prescribed in 216.203-4-70(a)(1), use the following clause:
ECONOMIC PRICE ADJUSTMENT—BASIC STEEL, ALUMINUM, BRASS,
BRONZE, OR COPPER MILL PRODUCTS (MAR 2012)
(a) Definitions. As used in this clause
“Established price” means a price which is an established catalog or market
price for a commercial item sold in substantial quantities to the general public.
“Unit price” excludes any part of the price which reflects requirements for
preservation, packaging, and packing beyond standard commercial practice.
(b) As represented by the Contractor in its offer, the unit price stated for
____________________(Identify the item) is not in excess of the Contractor's established
price in effect on the date set for opening of bids (or the contract date if this is a
negotiated contract) for like quantities of the same item. This price is the net price after
applying any applicable standard trade discounts offered by the Contractor from its
catalog, list, or schedule price.
(c) The Contractor shall promptly notify the Contracting Officer of the amount and
effective date of each decrease in any established price.
(1) Each corresponding contract unit price shall be decreased by the same
percentage that the established price is decreased.
(2) This decrease shall apply to items delivered on or after the effective date of
the decrease in the Contractor's established price.
(3) This contract shall be modified accordingly.
(d) If the Contractor's established price is increased after the date set for opening of
bids (or the contract date if this is a negotiated contract), upon the Contractor's written
request to the Contracting Officer, the corresponding contract unit price shall be
increased by the same percentage that the established price is increased, and this
contract shall be modified accordingly, provided—
(1) The aggregate of the increases in any contract unit price under this contract
shall not exceed 10 percent of the original contract unit price;
(2) The increased contract unit price shall be effective on the effective date of
the increase in the applicable established price if the Contractor's written request is
received by the Contracting Officer within ten days of the change. If it is not, the
effective date of the increased unit price shall be the date of receipt of the request by the
Contracting Officer; and
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(3) The increased contract unit price shall not apply to quantities scheduled for
delivery before the effective date of the increased contract unit price unless the
Contractor's failure to deliver before that date results from causes beyond the control
and without the fault or negligence of the Contractor, within the meaning of the Default
clause of this contract.
(4) The Contracting Officer shall not execute a modification incorporating an
increase in a contract unit price under this clause until the increase is verified.
(e) Within 30 days after receipt of the Contractor's written request, the Contracting
Officer may cancel, without liability to either party, any portion of the contract affected
by the requested increase and not delivered at the time of such cancellation, except as
follows—
(1) The Contractor may, after that time, deliver any items that were completed
or in the process of manufacture at the time of receipt of the cancellation notice,
provided the Contractor notifies the Contracting Officer of such items within 10 days
after the Contractor receives the cancellation notice.
(2) The Government shall pay for those items at the contract unit price
increased to the extent provided by paragraph (d) of this clause.
(3) Any standard steel supply item shall be deemed to be in the process of
manufacture when the steel for that item is in the state of processing after the
beginning of the furnace melt.
(f) Pending any cancellation of this contract under paragraph (e) of this clause, or if
there is no cancellation, the Contractor shall continue deliveries according to the
delivery schedule of the contract. The Contractor shall be paid for those deliveries at
the contract unit price increased to the extent provided by paragraph (d) of this clause.
(End of clause)
252.216-7001 Economic Price Adjustment–Nonstandard Steel Items.
As prescribed in 216.203-4-70(b), use the following clause:
ECONOMIC PRICE ADJUSTMENT--NONSTANDARD STEEL ITEMS (JUL 1997)
(a) Definitions. As used in this clause—
“Base labor index” means the average of the labor indices for the three months
which consist of the month of bid opening (or offer submission) and the months
immediately preceding and following that month.
“Base steel index” means the Contractor's established price (see Note 6)
including all applicable extras of $________ per ____________ (see Note 1) for
_______________ (see Note 2) on the date set for bid opening (or the date of submission of
the offer).
“Current labor index” means the average of the labor indices for the month in
which delivery of supplies is required to be made and the month preceding.
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“Current steel index” means the Contractor's established price (see Note 6) for
that item, including all applicable extras in effect ___ days (see Note 3) prior to the first
day of the month in which delivery is required.
“Established price” is—
(1) A price which is an established catalog or market price of a commercial
item sold in substantial quantities to the general public; and
(2) The net price after applying any applicable standard trade discounts
offered by the Contractor from its catalog, list, or schedule price. (But see Note 6.)
“Labor index” means the average straight time hourly earnings of the
Contractor's employees in the ____________ shop of the Contractor's ________________
plant (see Note 4) for any particular month.
“Month” means calendar month. However, if the Contractor's accounting period
does not coincide with the calendar month, then that accounting period shall be used in
lieu of “month.”
(b) Each contract unit price shall be subject to revision, under the terms of this
clause, to reflect changes in the cost of labor and steel. For purpose of this price
revision, the proportion of the contract unit price attributable to costs of labor not
otherwise included in the price of the steel item identified under the “base steel index”
definition in paragraph (a) shall be _____ percent, and the proportion of the contract
unit price attributable to the cost of steel shall be _____ percent. (See Note 5.)
(c)(1) Unless otherwise specified in this contract, the labor index shall be computed
by dividing the total straight time earnings of the Contractor's employees in the shop
identified in paragraph (a) for any given month by the total number of straight time
hours worked by those employees in that month.
(2) Any revision in a contract unit price to reflect changes in the cost of labor
shall be computed solely by reference to the “base labor index” and the “current labor
index.”
(d) Any revision in a contract unit price to reflect changes in the cost of steel shall be
computed solely by reference to the “base steel index” and the “current steel index.”
(e)(1) Each contract unit price shall be revised for each month in which delivery of
supplies is required to be made.
(2) The revised contract unit price shall apply to the deliveries of those
quantities required to be made in that month regardless of when actual delivery is
made.
(3) Each revised contract unit price shall be computed by adding—
(i) The adjusted cost of labor (obtained by multiplying ____ percent of the
contract unit price by a fraction, of which the numerator shall be the current labor index
and the denominator shall be the base labor index);
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(ii) The adjusted cost of steel (obtained by multiplying ____ percent of the
contract unit price by a fraction, of which the numerator shall be the current steel index
and the denominator shall be the base steel index); and
(iii) The amount equal to ____ percent of the original contract unit price
(representing that portion of the unit price which relates neither to the cost of labor nor
the cost of steel, and which is therefore not subject to revision (see Note 5)).
(4) The aggregate of the increases in any contract unit price under this contract
shall not exceed ten percent of the original contract unit price.
(5) Computations shall be made to the nearest one-hundredth of one cent.
(f)(1) Pending any revisions of the contract unit prices, the Contractor shall be paid
the contract unit price for deliveries made.
(2) Within 30 days after final delivery (or such other period as may be
authorized by the Contracting Officer), the Contractor shall furnish a statement
identifying the correctness of—
(i) The average straight time hourly earnings of the Contractor's employees
in the shop identified in paragraph (a) that are relevant to the computations of the
“base labor index” and the “current labor index;” and
(ii) The Contractor's established prices (see Note 6), including all applicable
extras for like quantities of the item that are relevant to the computation of the “base
steel index” and the “current steel index.”
(3) Upon request of the Contracting Officer, the Contractor shall make available
all records used in the computation of the labor indices.
(4) Upon receipt of the statement, the Contracting Officer will compute the
revised contract unit prices and modify the contract accordingly. No modification to this
contract will be made pursuant to this clause until the Contracting Officer has verified
the revised established price (see Note 6).
(g)(1) In the event any item of this contract is subject to a total or partial
termination for convenience, the month in which the Contractor receives notice of the
termination, if prior to the month in which delivery is required, shall be considered the
month in which delivery of the terminated item is required for the purposes of
determining the current labor and steel indices under paragraphs (c) and (d).
(2) For any item which is not terminated for convenience, the month in which
delivery is required under the contract shall continue to apply for determining those
indices with respect to the quantity of the non-terminated item.
(3) If this contract is terminated for default, any price revision shall be limited
to the quantity of the item which has been delivered by the Contractor and accepted by
the Government prior to receipt by the Contractor of the notice of termination.
(h) If the Contractor's failure to make delivery of any required quantity arises out of
causes beyond the control and without the fault or negligence of the Contractor, within
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the meaning of the clause of this contract entitled “Default,” the quantity not delivered
shall be delivered as promptly as possible after the cessation of the cause of the failure,
and the delivery schedule set forth in this contract shall be amended accordingly.
NOTES:
1 Offeror insert the unit price and unit measure of the standard steel mill item to be
used in the manufacture of the contract item.
2 Offeror identify the standard steel mill item to be used in the manufacture of the
contract item.
3 Offeror insert best estimate of the number of days required for processing the
standard steel mill item in the shop identified under the “labor index” definition.
4 Offeror identify the shop and plant in which the standard steel mill item identified
under the “base steel index” definition will be finally fabricated or processed into the
contract item.
5 Offeror insert the same percentage figures for the corresponding blanks in
paragraphs (b), (e)(3)(i), and (e)(3)(ii). In paragraph (e)(3)(iii), insert the percentage
representing the difference between the sum of the percentages inserted in paragraph
(b) and 100 percent.
6 In negotiated acquisitions of nonstandard steel items, when there is no “established
price” or when it is not desirable to use this price, this paragraph may refer to another
appropriate price basis, e.g., an established interplant price.
(End of clause)
252.216-7002 Alternate A, Time-and-Materials/Labor-Hour Proposal
Requirements – Non-Commercial Item Acquisition with Adequate Price
Competition.
As prescribed in 216.601(e), substitute the following paragraph (c) for paragraph (c)
of the provision at FAR 52.216-29:
ALTERNATE A, TIME-AND-MATERIALS/LABOR-HOUR
PROPOSAL REQUIREMENTS—NON-COMMERCIAL ITEM ACQUISITION
WITH ADEQUATE PRICE COMPETITION (FEB 2007)
(c) The offeror must establish fixed hourly rates using separate rates for each
category of labor to be performed by each subcontractor and for each category of
labor to be performed by the offeror, and for each category of labor to be transferred
between divisions, subsidiaries, or affiliates of the offeror under a common control.
252.216-7003 Economic Price Adjustment—Wage Rates or Material Prices
Controlled by a Foreign Government.
As prescribed in 216.203-4-70(c)(1), use the following clause:
ECONOMIC PRICE ADJUSTMENT—WAGE RATES OR MATERIAL PRICES
CONTROLLED BY A FOREIGN GOVERNMENT (MAR 2012)

1998 EDITION

252.216-5

Defense Federal Acquisition Regulation Supplement
Part 252—Solicitation Provisions and Contract Clauses

(a) As represented by the Contractor in its offer, the prices set forth in this
contract
(1) Are based on the wage rate(s) or material price(s) established and controlled
by the government of the country specified by the Contractor in its offer; and
(2) Do not include contingency allowances to pay for possible increases in wage
rates or material prices.
(b) If wage rates or material prices are revised by the government named in
paragraph (a) of this clause, the Contracting Officer shall make an equitable
adjustment in the contract price and shall modify the contract to the extent that the
Contractor’s actual costs of performing this contract are increased or decreased, as a
direct result of the revision, subject to the following:
(1) For increases in established wage rates or material prices, the increase in
contract unit price(s) shall be effective on the same date that the government named in
paragraph (a) of this clause increased the applicable wage rate(s) or material price(s),
but only if the Contracting Officer receives the Contractor’s written request for contract
adjustment within 10 days of the change. If the Contractor’s request is received later,
the effective date shall be the date that the Contracting Officer received the
Contractor’s request.
(2) For decreases in established wage rates or material prices, the decrease in
contract unit price(s) shall be effective on the same date that the government named in
paragraph (a) of this clause decreased the applicable wage rate(s) or material price(s).
The decrease in contract unit price(s) shall apply to all items delivered on and after the
effective date of the government’s rate or price decrease.
(c) No modification changing the contract unit price(s) shall be executed until the
Contracting Officer has verified the applicable change in the rates or prices set by the
government named in paragraph (a) of this clause. The Contractor shall make
available its books and records that support a requested change in contract price.
(d) Failure to agree to any adjustment shall be a dispute under the Disputes clause
of this contract.
(End of clause)
252.216–7004 Award Fee Reduction or Denial for Jeopardizing the Health or
Safety of Government Personnel.
As prescribed in 216.406, use the following clause:
AWARD FEE REDUCTION OR DENIAL FOR JEOPARDIZING THE HEALTH OR
SAFETY OF GOVERNMENT PERSONNEL (SEP 2011)
(a) Definitions. As used in this clause—
“Covered incident”–
(i) Means any incident in which the Contractor, through a criminal, civil, or
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administrative proceeding that results in a disposition listed in paragraph (a) (ii) of this
definition –
(A) Has been determined in the performance of this contract to have caused
serious bodily injury or death of any civilian or military personnel of the Government
through gross negligence or with reckless disregard for the safety of such personnel; or
(B) Has been determined to be liable for actions of a subcontractor of the
Contractor that caused serious bodily injury or death of any civilian or military
personnel of the Government through gross negligence or with reckless disregard for
the safety of such personnel.
(ii) Includes those incidents that have resulted in any of the following
dispositions:
(A) In a criminal proceeding, a conviction.
(B) In a civil proceeding, a finding of fault or liability that results in the
payment of a monetary fine, penalty, reimbursement, restitution, or damage of $5,000
or more.
results in –

(C) In an administrative proceeding, a finding of fault and liability that
(1) The payment of a monetary fine or penalty of $5,000 or more; or

of $100,000.

(2) The payment of a reimbursement, restitution, or damages in excess

(D) In a criminal, civil, or administrative proceeding, a disposition of the
matter by consent or compromise with an acknowledgment of fault by the Contractor if
the proceeding could have led to any of the outcomes specified in subparagraphs
(a)(ii)(A), (a) (ii)(B), or (a)(ii)(C).
(E) In a DoD investigation of the Contractor or its subcontractors at any tier
not subject to the jurisdiction of the U.S. courts, a final determination by the Secretary
of Defense of Contractor or subcontractor fault (see DFARS 216.405-2-70).
“Serious bodily injury” means a grievous physical harm that results in a permanent
disability.
(b) If, in the performance of this contract, the Contractor’s or its subcontractor’s actions
cause serious bodily injury or death of civilian or military Government personnel, the
Government may reduce or deny the award fee for the relevant award fee period in
which the covered incident occurred, including the recovery of all or part of any award
fees paid for any previous period during which the covered incident occurred.
(End of clause)
252.216-7005 Award Fee.
As prescribed in 216.406(e)(2), insert the following clause:
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AWARD FEE (FEB 2011)
The Contractor may earn award fee from a minimum of zero dollars to the maximum
amount stated in the award-fee plan in this contract. In no event will award fee be paid
to the Contractor for any evaluation period in which the Government rates the
Contractor’s overall cost, schedule, and technical performance below satisfactory. The
Contracting Officer may unilaterally revise the award-fee plan prior to the beginning of
any rating period in order to redirect contractor emphasis.
(End of clause)
252.216-7006 Ordering.
As prescribed in 216.506(a), use the following clause:
ORDERING (MAY 2011)
(a) Any supplies and services to be furnished under this contract shall be ordered by
issuance of delivery orders or task orders by the individuals or activities designated in
the contract schedule. Such orders may be issued from __________ through
____________ [insert dates].
(b) All delivery orders or task orders are subject to the terms and conditions of this
contract. In the event of conflict between a delivery order or task order and this
contract, the contract shall control.
(c)(1) If issued electronically, the order is considered “issued” when a copy has been
posted to the Electronic Document Access system, and notice has been sent to the
Contractor.
(2) If mailed or transmitted by facsimile, a delivery order or task order is considered
“issued” when the Government deposits the order in the mail or transmits by facsimile.
Mailing includes transmittal by U.S. mail or private delivery services.
(3) Orders may be issued orally only if authorized in the schedule.
(End of Clause)
252.216-7007 Economic Price Adjustment—Basic Steel, Aluminum, Brass,
Bronze, or Copper Mill Products—Representation.
As prescribed in 216.203-4-70(a)(2), use the following provision:
ECONOMIC PRICE ADJUSTMENT—BASIC STEEL, ALUMINUM, BRASS,
BRONZE, OR COPPER MILL PRODUCTS—REPRESENTATION
(MAR 2012)
(a) Definitions. The terms “established price” and “unit price,” as used in this
provision, have the meaning given in the clause 252.216-7000, Economic Price
Adjustment--Basic Steel, Aluminum, Brass, Bronze, or Copper Mill Products.
(b) By submission of its offer, the offeror represents that the unit price stated in this
offer for ______________________(Identify the item) is not in excess of the offeror’s
established price in effect on the date set for opening of bids (or the contract date if this
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is to be a negotiated contract) for like quantities of the same item. This price is the net
price after applying any applicable standard trade discounts offered by the offeror from
its catalog, list, or schedule price.
(End of provision)
252.216-7008 Economic Price Adjustment—Wage Rates or Material Prices
Controlled by a Foreign Government—Representation.
As prescribed in 216.203-4-70(c)(2), use the following provision:
ECONOMIC PRICE ADJUSTMENT—WAGE RATES OR MATERIAL PRICES
CONTROLLED BY A FOREIGN GOVERNMENT—REPRESENTATION
(MAR 2012)
(a) By submission of its offer, the offeror represents that the prices set forth in this
offer
(1) Are based on the wage rate(s) or material price(s) established and controlled
by the government of __________________________ (Offeror insert name of host country);
and
(2) Do not include contingency allowances to pay for possible increases in wage
rates or material prices.
(End of provision)
252.216-7009 Allowability of Legal Costs Incurred in Connection With a
Whistleblower Proceeding.
As prescribed in 216.307(a), use the following clause:
ALLOWABILITY OF LEGAL COSTS INCURRED IN CONNECTION WITH A
WHISTLEBLOWER PROCEEDING (SEP 2013)
Pursuant to section 827 of the National Defense Authorization Act for Fiscal Year
2013 (Pub. L. 112-239), notwithstanding FAR clause 52.216-7, Allowable Cost and
Payment—
(1) The restrictions of FAR 31.205-47(b) on allowability of costs related to legal
and other proceedings also apply to any proceeding brought by a contractor
employee submitting a complaint under 10 U.S.C. 2409, entitled “Contractor
employees: protection from reprisal for disclosure of certain information;” and
(2) Costs incurred in connection with a proceeding that is brought by a
contractor employee submitting a complaint under 10 U.S.C. 2409 are also
unallowable if the result is an order to take corrective action under 10 U.S.C. 2409.
(End of clause)
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