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control, security, and environmental 
risks. 

(d) Cost analysis. For the basic re-
quirement, and any option, include— 

(1) A parallel tabulation, by element 
of cost and profit/fee, of the contrac-
tor’s proposal and the Government’s 
negotiation objective. The negotiation 
objective represents the fair and rea-
sonable price the Government is will-
ing to pay for the supplies/services. For 
each element of cost, compare the con-
tractor’s proposal and the Government 
position, explain the differences and 
how the Government position was de-
veloped, including the estimating as-
sumptions and projection techniques 
employed, and how the positions differ 
in approach. Include a discussion of ex-
cessive wages found (if applicable) and 
their planned resolution. Explain how 
historical costs, including costs in-
curred under a letter contract (if appli-
cable), were used in developing the ne-
gotiation objective. 

(2) Significant differences between 
the field pricing report (including any 
audit reports) and the negotiation ob-
jectives and/or contractor’s proposal 
shall be highlighted and explained. For 
each proposed subcontract meeting the 
requirement of FAR 15.404–3(c), there 
shall be a discussion of the price and, 
when appropriate, cost analyses per-
formed by the contracting officer, in-
cluding the negotiation objective for 
each such subcontract. The discussion 
of each major subcontract shall include 
the type of subcontract, the degree of 
competition achieved by the prime 
contractor, the price and, when appro-
priate, cost analyses performed on the 
subcontractor’s proposal by the prime 
contractor, any unusual or special pric-
ing or finance arrangements, and the 
current status of subcontract negotia-
tions. 

(3) The rationale for the Govern-
ment’s profit/fee objectives and, if ap-
propriate, a completed copy of the 
NASA Form 634, Structured Ap-
proach—Profit/Fee Objective, and DD 
Form 1861, Contract Facilities Capital 
Cost of Money, should be included. For 
incentive and award fee contracts, de-
scribe the planned arrangement in 
terms of share lines, ceilings, and cost 
risk. 

(e) Negotiation approval sought. The 
PPM represents the Government’s real-
istic assessment of the fair and reason-
able price for the supplies and services 
to be acquired. If negotiations subse-
quently demonstrate that a higher dol-
lar amount (or significant term or con-
dition) is reasonable, the contracting 
officer shall document the rationale for 
such a change and request approval to 
amend the PPM from the original ap-
proval authority. 

[63 FR 9954, Feb. 27, 1998, as amended at 65 
FR 37059, June 13, 2000]

1815.406–171 Installation reviews. 
Each contracting activity shall es-

tablish procedures to review all 
prenegotiation position memoranda. 
The scope of coverage, exact proce-
dures to be followed, levels of manage-
ment review, and contract file docu-
mentation requirements should be di-
rectly related to the dollar value and 
complexity of the acquisition. The pri-
mary purpose of these reviews is to en-
sure that the negotiator, or negotia-
tion team, is thoroughly prepared to 
enter into negotiations with a well-
conceived, realistic, and fair plan.

1815.406–172 Headquarters reviews. 
(a) When a prenegotiation position 

has been selected for Headquarters re-
view and approval, the contracting ac-
tivity shall submit to the Office of Pro-
curement (Code HS) one copy each of 
the prenegotiation position memo-
randum, the contractor’s proposal, the 
Government technical evaluations, and 
all pricing reports (including any audit 
reports). 

(b) The required information de-
scribed in paragraph (a) of this section 
shall be furnished to Headquarters as 
soon as practicable and sufficiently in 
advance of the planned commencement 
of negotiations to allow a reasonable 
period of time for Headquarters review. 
Electronic submittal is acceptable.

1815.406–3 Documenting the negotia-
tion. (NASA supplements paragraph 
(a)) 

(a)(i) The price negotiation memo-
randum (PNM) serves as a detailed 
summary of: the technical, business, 
contractual, pricing (including price 
reasonableness), and other elements of 
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