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manufacturing, pricing and account-
ing, management and organization, and 
subcontract and vendor management 
are normally reviewed in a should-cost 
review. 

(4) In acquisitions for which a pro-
gram should-cost review is conducted, 
a separate program should-cost review 
team report, prepared in accordance 
with agency procedures, is required. 
The contracting officer shall consider 
the findings and recommendations con-
tained in the program should-cost re-
view team report when negotiating the 
contract price. After completing the 
negotiation, the contracting officer 
shall provide the ACO a report of any 
identified uneconomical or inefficient 
practices, together with a report of 
correction or disposition agreements 
reached with the contractor. The con-
tracting officer shall establish a fol-
low-up plan to monitor the correction 
of the uneconomical or inefficient 
practices. 

(5) When a program should-cost re-
view is planned, the contracting officer 
should state this fact in the acquisition 
plan or acquisition plan updates (see 
subpart 7.1) and in the solicitation. 

(c) Overhead should-cost review. (1) An 
overhead should-cost review is used to 
evaluate indirect costs, such as fringe 
benefits, shipping and receiving, facili-
ties and equipment, depreciation, plant 
maintenance and security, taxes, and 
general and administrative activities. 

It is normally used to evaluate and 
negotiate an FPRA with the con-
tractor. When an overhead should-cost 
review is conducted, a separate audit 
report is required. 

(2) The following factors should be 
considered when selecting contractor 
sites for overhead should-cost reviews: 

(i) Dollar amount of Government 
business. 

(ii) Level of Government participa-
tion. 

(iii) Level of noncompetitive Govern-
ment contracts. 

(iv) Volume of proposal activity. 
(v) Major system or program. 
(vi) Corporate reorganizations, merg-

ers, acquisitions, or takeovers. 
(vii) Other conditions (e.g., changes 

in accounting systems, management, 
or business activity). 

(3) The objective of the overhead 
should-cost review is to evaluate sig-
nificant indirect cost elements in-
depth, and identify and recommend 
corrective actions regarding inefficient 
and uneconomical practices. If it is 
conducted in conjunction with a pro-
gram should-cost review, a separate 
overhead should-cost review report is 
not required. However, the findings and 
recommendations of the overhead 
should-cost team, or any separate over-
head should-cost review report, shall be 
provided to the ACO. The ACO should 
use this information to form the basis 
for the Government position in negoti-
ating an FPRA with the contractor. 
The ACO shall establish a follow-up 
plan to monitor the correction of the 
uneconomical or inefficient practices.

15.407–5 Estimating systems. 
(a) Using an acceptable estimating 

system for proposal preparation bene-
fits both the Government and the con-
tractor by increasing the accuracy and 
reliability of individual proposals. Cog-
nizant audit activities, when it is ap-
propriate to do so, shall establish and 
manage regular programs for reviewing 
selected contractors’ estimating sys-
tems or methods, in order to reduce the 
scope of reviews to be performed on in-
dividual proposals, expedite the nego-
tiation process, and increase the reli-
ability of proposals. The results of esti-
mating system reviews shall be docu-
mented in survey reports. 

(b) The auditor shall send a copy of 
the estimating system survey report 
and a copy of the official notice of cor-
rective action required to each con-
tracting office and contract adminis-
tration office having substantial busi-
ness with that contractor. Significant 
deficiencies not corrected by the con-
tractor shall be a consideration in sub-
sequent proposal analyses and negotia-
tions.

15.408 Solicitation provisions and con-
tract clauses. 

(a) Changes or Additions to Make-or-
Buy Program. The contracting officer 
shall insert the clause at 52.215–9, 
Changes or Additions to Make-or-Buy 
Program, in solicitations and contracts 
when it is contemplated that a make-
or- buy program will be incorporated in 
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the contract. If a less economical 
‘‘make’’ or ‘‘buy’’ categorization is se-
lected for one or more items of signifi-
cant value, the contracting officer 
shall use the clause with— 

(1) Its Alternate I, if a fixed-price in-
centive contract is contemplated; or 

(2) Its Alternate II, if a cost-plus-in-
centive-fee contract is contemplated. 

(b) Price Reduction for Defective Cost or 
Pricing Data. The contracting officer 
shall, when contracting by negotiation, 
insert the clause at 52.215–10, Price Re-
duction for Defective Cost or Pricing 
Data, in solicitations and contracts 
when it is contemplated that cost or 
pricing data will be required from the 
contractor or any subcontractor (see 
15.403–4). 

(c) Price Reduction for Defective Cost or 
Pricing Data—Modifications. The con-
tracting officer shall, when contracting 
by negotiation, insert the clause at 
52.215–11, Price Reduction for Defective 
Cost or Pricing Data— Modifications, 
in solicitations and contracts when it 
is contemplated that cost or pricing 
data will be required from the con-
tractor or any subcontractor (see 
15.403–4) for the pricing of contract 
modifications, and the clause pre-
scribed in paragraph (b) of this section 
has not been included. 

(d) Subcontractor Cost or Pricing Data. 
The contracting officer shall insert the 
clause at 52.215–12, Subcontractor Cost 
or Pricing Data, in solicitations and 
contracts when the clause prescribed in 
paragraph (b) of this section is in-
cluded. 

(e) Subcontractor Cost or Pricing 
Data— Modifications. The contracting 
officer shall insert the clause at 52.215–
13, Subcontractor Cost or Pricing 
Data—Modifications, in solicitations 
and contracts when the clause pre-
scribed in paragraph (c) of this section 
is included. 

(f) Integrity of Unit Prices. (1) The con-
tracting officer shall insert the clause 
at 52.215–14, Integrity of Unit Prices, in 
solicitations and contracts except for— 

(i) Acquisitions at or below the sim-
plified acquisition threshold; 

(ii) Construction or architect-engi-
neer services under part 36; 

(iii) Utility services under part 41; 
(iv) Service contracts where supplies 

are not required; 

(v) Acquisitions of commercial items; 
and 

(vi) Contracts for petroleum prod-
ucts. 

(2) The contracting officer shall in-
sert the clause with its Alternate I 
when contracting without adequate 
price competition or when prescribed 
by agency regulations. 

(g) Pension Adjustments and Asset Re-
versions. The contracting officer shall 
insert the clause at 52.215–15, Pension 
Adjustments and Asset Reversions, in 
solicitations and contracts for which it 
is anticipated that cost or pricing data 
will be required or for which any 
preaward or postaward cost determina-
tions will be subject to Part 31 of the 
FAR. 

(h) Facilities Capital Cost of Money. 
The contracting officer shall insert the 
provision at 52.215–16, Facilities Capital 
Cost of Money, in solicitations ex-
pected to result in contracts that are 
subject to the cost principles for con-
tracts with commercial organizations 
(see subpart 31.2). 

(i) Waiver of Facilities Capital Cost of 
Money. If the prospective contractor 
does not propose facilities capital cost 
of money in its offer, the contracting 
officer shall insert the clause at 52.215–
17, Waiver of Facilities Capital Cost of 
Money, in the resulting contract. 

(j) Reversion or Adjustment of Plans for 
Postretirement Benefits (PRB) Other 
Than Pensions. The contracting officer 
shall insert the clause at 52.215–18, Re-
version or Adjustment of Plans for 
Postretirement Benefits (PRB) Other 
Than Pensions, in solicitations and 
contracts for which it is anticipated 
that cost or pricing data will be re-
quired or for which any preaward or 
postaward cost determinations will be 
subject to part 31. 

(k) Notification of Ownership Changes. 
The contracting officer shall insert the 
clause at 52.215–19, Notification of Own-
ership Changes, in solicitations and 
contracts for which it is contemplated 
that cost or pricing data will be re-
quired or for which any preaward or 
postaward cost determination will be 
subject to subpart 31.2. 

(l) Requirements for Cost or Pricing 
Data or Information Other Than Cost or 
Pricing Data. Considering the hierarchy 
at 15.402, the contracting officer may 
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insert the provision at 52.215–20, Re-
quirements for Cost or Pricing Data or 
Information Other Than Cost or Pric-
ing Data, in solicitations if it is rea-
sonably certain that cost or pricing 
data or information other than cost or 
pricing data will be required. This pro-
vision also provides instructions to 
offerors on how to request an excep-
tion. The contracting officer shall— 

(1) Use the provision with its Alter-
nate I to specify a format for cost or 
pricing data other than the format re-
quired by Table 15–2 of this section; 

(2) Use the provision with its Alter-
nate II if copies of the proposal are to 
be sent to the ACO and contract audi-
tor; 

(3) Use the provision with its Alter-
nate III if submission via electronic 
media is required; and 

(4) Replace the basic provision with 
its Alternate IV if cost or pricing data 
are not expected to be required because 
an exception may apply, but informa-
tion other than cost or pricing data is 
required as described in 15.403–3. 

(m) Requirements for Cost or Pricing 
Data or Information Other Than Cost or 
Pricing Data—Modifications. Consid-
ering the hierarchy at 15.402, the con-
tracting officer may insert the clause 
at 52.215–21, Requirements for Cost or 
Pricing Data or Information Other 
Than Cost or Pricing Data—Modifica-
tions, in solicitations and contracts if 
it is reasonably certain that cost or 
pricing data or information other than 
cost or pricing data will be required for 
modifications. This clause also pro-
vides instructions to contractors on 
how to request an exception. The con-
tracting officer shall— 

(1) Use the clause with its Alternate 
I to specify a format for cost or pricing 
data other than the format required by 
Table 15–2 of this section; 

(2) Use the clause with its Alternate 
II if copies of the proposal are to be 
sent to the ACO and contract auditor; 

(3) Use the clause with its Alternate 
III if submission via electronic media 
is required; and 

(4) Replace the basic clause with its 
Alternate IV if cost or pricing data are 
not expected to be required because an 
exception may apply, but information 
other than cost or pricing data is re-
quired as described in 15.403–3.

TABLE 15–2 TO PART 15—INSTRUCTIONS 
FOR SUBMITTING COST/PRICE PRO-
POSALS WHEN COST OR PRICING 
DATA ARE REQUIRED 

This document provides instructions for 
preparing a contract pricing proposal when 
cost or pricing data are required.

NOTE 1: There is a clear distinction be-
tween submitting cost or pricing data and 
merely making available books, records, and 
other documents without identification. The 
requirement for submission of cost or pricing 
data is met when all accurate cost or pricing 
data reasonably available to the offeror have 
been submitted, either actually or by spe-
cific identification, to the Contracting Offi-
cer or an authorized representative. As later 
information comes into your possession, it 
should be submitted promptly to the Con-
tracting Officer in a manner that clearly 
shows how the information relates to the 
offeror’s price proposal. The requirement for 
submission of cost or pricing data continues 
up to the time of agreement on price, or an 
earlier date agreed upon between the parties 
if applicable.

NOTE 2: By submitting your proposal, you 
grant the Contracting Officer or an author-
ized representative the right to examine 
records that formed the basis for the pricing 
proposal. That examination can take place 
at any time before award. It may include 
those books, records, documents, and other 
types of factual information (regardless of 
form or whether the information is specifi-
cally referenced or included in the proposal 
as the basis for pricing) that will permit an 
adequate evaluation of the proposed price.

I. General Instructions 

A. You must provide the following infor-
mation on the first page of your pricing pro-
posal: 

(1) Solicitation, contract, and/or modifica-
tion number; 

(2) Name and address of offeror; 
(3) Name and telephone number of point of 

contact; 
(4) Name of contract administration office 

(if available); 
(5) Type of contract action (that is, new 

contract, change order, price revision/rede-
termination, letter contract, unpriced order, 
or other); 

(6) Proposed cost; profit or fee; and total; 
(7) Whether you will require the use of 

Government property in the performance of 
the contract, and, if so, what property; 

(8) Whether your organization is subject to 
cost accounting standards; whether your or-
ganization has submitted a CASB Disclosure 
Statement, and if it has been determined 
adequate; whether you have been notified 
that you are or may be in noncompliance 
with your Disclosure Statement or CAS 
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