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field pricing support by documenting 
the file to indicate what information 
will be used instead of the audit report 
and the field pricing report. 

(3) When initiating audit and field 
pricing support, the Contracting Offi-
cer shall do so by sending a request to 
the cognizant Administrative Con-
tracting Officer, with an information 
copy to the cognizant audit office. 
When field pricing support is not avail-
able, the Contracting Officer shall ini-
tiate an audit by sending, in accord-
ance with agency procedures, two (2) 
copies of the request to the OIG Office 
of Audit Services, Regional Inspector 
General. In both cases, the Contracting 
Officer shall, in the request— 

(i) Prescribe the extent of the sup-
port needed; 

(ii) State the specific areas for which 
input is required; 

(iii) Include the information nec-
essary to perform the review, such as 
the offeror’s proposal and the applica-
ble portions of the solicitation, par-
ticularly those describing require-
ments and delivery schedules; 

(iv) Provide the complete address of 
the location of the offeror’s financial 
records that support the proposal; 

(v) Identify the office having audit 
responsibility, if other than the HHS 
Regional Audit Office; and 

(vi) Specify a due date for receipt of 
a verbal report and the written audit 
report. If the time available is not ade-
quate to permit satisfactory coverage 
of the proposal, the auditor shall so ad-
vise the Contracting Officer and indi-
cate the additional time needed. The 
Contracting Officer shall submit one 
copy of the audit request letter pro-
vided to the Office of Audit Services, 
Regional Inspector General and a com-
plete copy of the contract price pro-
posal to OIG Office of Audit Services. 
Whenever the Office of Audit Services 
has conducted an audit review, the 
Contracting Officer shall forward two 
(2) copies of the memorandum of nego-
tiation to OIG Office of Audit Services. 

315.404–4 Profit. 
(b) Policy. (1) The structured ap-

proach for determining profit provides 
a technique for establishing a profit ob-
jective for negotiation. A profit objec-
tive is that part of the estimated con-

tract price objective or value which, in 
the judgment of the Contracting Offi-
cer, constitutes an appropriate amount 
of profit for the acquisition being con-
sidered. This technique allows for con-
sideration of the profit factors de-
scribed in paragraph (d) of this section. 
The Contracting Officer’s analysis of 
these factors shall be based on avail-
able information, such as proposals, 
audit data, assessment reports, and 
pre-award surveys. The structured ap-
proach provides a basis for docu-
menting the profit objective. The Con-
tracting Officer shall explain any sig-
nificant departure from this objective. 
The amount of documentation depends 
on the dollar value and complexity of 
the proposed acquisition. The profit ob-
jective is a part of the overall negotia-
tion objective and is directly related to 
the cost objective and any proposed 
sharing arrangement. The profit objec-
tive shall exclude factors considered 
inapplicable to the acquisition. 

(ii) The Contracting Officer shall ne-
gotiate the profit objective at the same 
time as the other cost items and as a 
whole rather than as individual profit 
factors. The profit factor breakdown 
shall be part of the documentation. 
The Contracting Officer shall use the 
profit analysis factors in FAR 15.404– 
4(d) in lieu of the structured approach 
in the following circumstances: 

(A) Contracts not expected to exceed 
$100,000. 

(B) A & E contracts. 
(C) Management contracts for oper-

ations or maintenance of Government 
facilities. 

(D) Construction contracts. 
(E) Contracts primarily requiring de-

livery of material supplies by sub-
contractors 

(F) Termination settlements. 
(G) Cost-plus-award-fee contracts. 
However, the Contracting Officer 

may perform a structured profit anal-
ysis as an aid in arriving at an appro-
priate fee arrangement. The Con-
tracting Officer may make other excep-
tions in the negotiation of contracts 
having unusual pricing situations, but 
shall justify in writing those situations 
where the structured approach is deter-
mined to be unsuitable. 

(c) Contracting Officer responsibilities. 
The Contracting Officer shall develop 
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the profit objective, which shall real-
istically reflect the total overall effort 
of the contractor. The Contracting Of-
ficer shall not begin to develop the 
profit objective until he or she has 
completed a thorough review of the 
proposed contract work; conducted a 
review of all available knowledge re-
garding the contractor pursuant to 
FAR subpart 9.1, including audit data, 
pre-award survey reports and financial 
statements, as appropriate; and com-
pleted an analysis of the contractor’s 
cost estimate and comparison with the 
Government’s estimate or projection of 
cost. 

(d) Profit-analysis factors—(1) Common 
factors. The Contracting Officer shall 
consider the following factors in all 
cases in which profit is negotiated and 
shall use the weight ranges listed after 
each factor in all instances where the 
structured approach is used. 

Profit factors Weight ranges 
(%) 

Contractor Effort: 
Material acquisition ...................... 1 to 5. 

Direct labor .......................................... 4 to 15. 
Overhead ............................................ 4 to 9. 
General & Administrative (G & A) ...... 4 to 8. 
Other costs .......................................... 1 to 5. 

Other Factors: 
Cost risk .............................................. 0 to 7. 
Investment ........................................... ¥2 to +2. 
Performance ........................................ ¥1 to +1. 
Socioeconomic programs ................... ¥.5 to +.5. 
Special situations 

(i) The Contracting Officer shall 
measure ‘‘Contractor Effort’’ by as-
signing a profit percentage within the 
designated weight range to each ele-
ment of contract cost. The categories 
listed are for reference purposes only, 
but are broad and basic enough to pro-
vide guidance for other elements of 
cost. The Contracting Officer shall not 
include facilities capital cost of money. 
‘‘Contractor Effort’’ shall include a 
computed total dollar profit. 

(ii) The Contracting Officer shall use 
the total dollar profit for the ‘‘Con-
tractor Effort’’ to calculate specific 
profit dollars for ‘‘Other Factors’’— 
cost risk, investment, performance, so-
cioeconomic programs, and special sit-
uations. The Contracting Officer shall 
multiply the total dollar profit for the 
‘‘Contractor Effort’’ by the weight as-
signed to each of the elements in the 
‘‘Other Factors’’ category. Facilities 

capital cost of money is not included. 
Form HHS 674, Structured Approach 
Profit/Fee Objective, shall be used. 

(iii) In making a judgment of the 
value of each factor, the Contracting 
Officer shall consider the definition, 
description, and purpose of the factors 
together with considerations for evalu-
ating them. 

(iv) The structured approach was de-
signed for arriving at profit objectives 
for other than nonprofit organizations. 
However, the Contracting Officer shall 
use the modified structured approach 
in paragraph (d)(1)(iv)(B) of this sec-
tion to establish fee objectives for non-
profit organizations. 

(A) For purposes of this section, non-
profit organizations are defined as 
those business entities organized and 
operated exclusively for charitable, sci-
entific, or educational purposes, no 
part of the net earnings of which inure 
to the benefit of any private share-
holder or individual, and which are ex-
empt from Federal income taxation 
under Section 501(c)(3) of the Internal 
Revenue Code. 

(B) For contracts with nonprofit or-
ganizations where fee is involved, the 
Contracting Officer shall subtract up 
to three percentage points from the 
total ‘‘profit’’ objective percentage. In 
determining the amount of this adjust-
ment, the Contracting Officer shall 
consider the following factors: 

(1) Tax position benefits. 
(2) Granting of financing through ad-

vance payments. 
(3) Other pertinent factors which 

may work to either the advantage or 
disadvantage of the contractor in its 
position as a nonprofit organization. 

(2) Contractor effort. Contractor effort 
is a measure of how much the con-
tractor is expected to contribute to the 
overall effort necessary to meet the 
contract performance requirement in 
an efficient manner. This factor, which 
is apart from the contractor’s responsi-
bility for contract performance, takes 
into account what resources are nec-
essary and what steps the contractor 
must take to accomplish a conversion 
of ideas and material into the final 
service or product called for in the con-
tract. This is a recognition that within 
a given performance output, or within 
a given sales dollar figure, necessary 
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efforts on the part of individual con-
tractors can vary widely in both value 
and quantity, and that the profit objec-
tive shall reflect the extent and nature 
of the contractor’s contribution to 
total performance. A major consider-
ation, particularly in connection with 
experimental or R & D work, is the dif-
ficulty or complexity of the work to be 
performed, and the unusual demands of 
the contract, such as whether the 
project involves a new approach unre-
lated to existing technology or equip-
ment or only refinements to these 
items. The evaluation of this factor re-
quires an analysis of the cost content 
of the proposed contract as follows: 

(i) Material acquisition (subcontracted 
items, purchased parts, and other ma-
terial). Analysis of these cost items 
shall include an evaluation of the man-
agerial and technical effort necessary 
to obtain the required subcontracted 
items, purchased parts, material or 
services. The Contracting Officer shall 
determine whether the contractor will 
obtain the items or services by routine 
order from readily available sources or 
by detailed subcontracts for which the 
prime contractor must develop com-
plex specifications. The Contracting 
Officer shall also consider the manage-
rial and technical efforts necessary for 
the prime contractor to select sub-
contractors and to perform subcontract 
administration functions, which may 
be substantial. Normally, the lowest 
unadjusted weight for direct material 
is two percent. A weighting of less than 
two percent may be appropriate only in 
unusual circumstances when there is a 
minimal contribution by the con-
tractor. 

(ii) Direct labor (professional, service, 
manufacturing and other labor). Anal-
ysis of the various labor categories of 
the cost content of the contract shall 
include evaluation of the comparative 
quality and quantity of professional 
and semiprofessional talents, manufac-
turing and service skills, and experi-
ence to be employed. In evaluating pro-
fessional and semiprofessional labor for 
the purpose of assigning profit dollars, 
the Contracting Officer shall consider 
the amount of notable scientific talent 
or unusual or scarce talent needed in 
contrast to nonprofessional effort, in-
cluding the contribution this talent 

will provide toward the achievement of 
contract objectives. Since nonprofes-
sional labor is relatively plentiful and 
the contractor may easily obtain it, it 
is less critical to the successful per-
formance of contract objectives. There-
fore, the Contracting Officer cannot 
weight it nearly as high as professional 
or semiprofessional labor. The Con-
tracting Officer shall evaluate service 
contract labor in a like manner by as-
signing higher weights to engineering 
or professional type skills required for 
contract performance and considering 
the variety of manufacturing and other 
categories of labor skills required and 
the contractor’s personnel resources 
for meeting those requirements. For 
purposes of evaluation, the Contracting 
Officer may separately categorize, as 
appropriate, certain types of labor 
(e.g., quality control, receiving and in-
spection), that do not fall within the 
definition of professional, service or 
manufacturing labor; but shall apply 
the same evaluation considerations as 
outlined in this paragraph. 

(iii) Overhead and G & A expense. 
(A) Analysis of these overhead items 

of cost shall include the evaluation of 
the makeup of these expenses and how 
much they contribute to contract per-
formance. To the extent practicable, 
analysis shall include a determination 
of the amount of labor within these 
overhead pools and how this labor 
would be treated if it were considered 
direct labor under the contract. The 
Contracting Officer shall give the allo-
cable labor elements the same profit 
considerations that they would receive 
if they were treated as direct labor. 
The other elements of these overhead 
pools require analysis to determine 
whether they are routine expenses, 
such as utilities and maintenance, and 
hence given lesser profit consideration, 
or whether they are significant con-
tributing elements. The composite of 
the individual determinations in rela-
tion to the elements of the overhead 
pools shall be the profit consideration 
given the pools as a whole. The proce-
dure for assigning relative values to 
these overhead expenses differs from 
the method used in assigning values of 
the direct labor. The upper and lower 
limits assignable to the direct labor 
are absolute. In the case of overhead 
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expenses, individual expenses may be 
assigned values outside the range as 
long as the composite ratio is within 
the range. 

(B) It is not necessary that the con-
tractor’s accounting system break 
down overhead expenses within the 
classifications of research overhead, 
other overhead pools, and general ad-
ministrative expenses, unless dictated 
otherwise by Cost Accounting Stand-
ards (CAS). The contractor whose ac-
counting system reflects only one over-
head rate on all direct labor need not 
change its system, if CAS exempt, to 
correspond with these classifications. 
The Contracting Officer, in an evalua-
tion of such a contractor’s overhead 
rate, may break out the applicable sec-
tions of the composite rate which could 
be classified as research overhead, 
other overhead pools, and general and 
administrative expenses, and follow the 
appropriate evaluation technique. 

(C) The Contracting Officer shall con-
sider management problems that may 
surface in varying degrees and the 
management expertise exercised to 
solve them as an element of profit. For 
example, a contract for a new R & D 
program or an item which is on the 
cutting edge may cause more problems 
and require more managerial time and 
abilities of a higher order than a fol-
low-on contract. If new contracts cre-
ate more problems and require a higher 
profit weight, the Contracting Officer 
shall adjust follow-ons downward be-
cause many of the problems should 
have been solved. In any event, the 
evaluation shall consider the under-
lying managerial effort involved on a 
case-by-case basis. 

(D) It may not be necessary for the 
Contracting Officer to make a separate 
profit evaluation of overhead expenses, 
in connection with each acquisition ac-
tion for substantially the same project 
with the same contractor. Where the 
Contracting Officer has made an anal-
ysis of the profit weight to be assigned 
to the overhead pool, the weight as-
signed may apply to future acquisi-
tions with the same contractor unless 
there is a change in the cost composi-
tion of the overhead pool or contract 
circumstances, or unless the factors 
discussed in paragraph (d)(2)(iii)(C) of 
this section are involved. 

(iv) Other costs. Analysis of this fac-
tor shall include all other direct costs 
associated with contractor perform-
ance (e.g., travel and relocation, direct 
support, and consultants). Analysis of 
these items of cost shall include the 
significance of the cost of contract per-
formance, nature of the cost, and how 
much they contribute to contract per-
formance. Normally, travel costs re-
quire minimal administrative effort by 
the contractor and, therefore, usually 
receive a weight no greater than one 
percent. Also, the contractor may des-
ignate individuals as ‘‘consultants,’’ 
but in reality the contractor may ob-
tain these individuals to supplement 
its workforce in the performance of 
routine duties required by contract. 
These costs would normally receive a 
minimum weight. However, there may 
be instances when contract perform-
ance may require the contractor to ob-
tain the services of consultants having 
expertise in fields such as medicine or 
human services. In these instances, the 
contractor may expend greater mana-
gerial and technical effort to obtain 
these services and, consequently, the 
costs shall receive a much greater 
weight. 

(3) Other factors: 
(i) Contract cost risk. The contract 

type employed basically determines 
the degree of cost risk assumed by the 
contractor. For example, where a por-
tion of the risk has been shifted to the 
Government through cost-reimburse-
ment provisions, unusual contingency 
provisions, or other risk-reducing 
measures, the amount of profit shall be 
less than where the contractor assumes 
all the risk. 

(A) In developing the prenegotiation 
profit objective, the Contracting Offi-
cer shall consider the type of contract 
anticipated and the contractor risk as-
sociated therewith, when selecting the 
position in the weight range for profit 
that is appropriate for the risk the con-
tractor will bear. This factor is one of 
the most important in arriving at the 
prenegotiation profit objective. Eval-
uation of this risk requires a deter-
mination of: The degree of cost respon-
sibility assumed by the contractor; the 
reliability of the cost estimates in re-
lation to the tasks assumed by the con-
tractor; and the complexity of the 
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tasks assumed by the contractor. This 
factor is specifically limited to the risk 
of contract costs. Risks associated 
with a contractor’s reputation, a con-
tractor’s potential loss of a commer-
cial market, or a contractor’s loss of 
potential profits in other fields, are not 
within the scope of this factor. 

(B) The first and basic determination 
of the degree of cost responsibility as-
sumed by the contractor is related to 
the sharing of total risk of contract 
cost by the Government and the con-
tractor through the selection of con-
tract type. The extremes are a cost- 
plus-fixed-fee contract requiring the 
contractor to use its best efforts to 
perform a task and a firm fixed-price 
contract for a service or a complex 
item. A cost-plus-fixed-fee contract 
would reflect a minimum assumption 
of cost responsibility, whereas a firm- 
fixed-price contract would reflect a 
complete assumption of cost responsi-
bility. The determination of risk by 
contract type usually falls into the fol-
lowing percentage ranges: 

Percent 

Cost-reimbursement type contracts .................. 0–3 
Fixed-price type contracts ................................. 2–7 

(C) The second determination is that 
of the reliability of the cost estimates. 
Sound price negotiation requires well- 
defined contract objectives and reliable 
cost estimates. Prior experience assists 
the contractor in preparing reliable 
cost estimates on new acquisitions for 
similar efforts. An excessive cost esti-
mate reduces the likelihood that the 
cost of performance will exceed the 
contract price, thereby reducing the 
contractor’s assumption of contract 
cost risk. 

(D) The third determination is that 
of the difficulty of the contractor’s 
task. The contractor’s task can be dif-
ficult or easy, regardless of the type of 
contract. 

(E) Contractors are likely to assume 
greater cost risk only if Contracting 
Officers objectively analyze the risk 
associated with proposed contracts and 
are willing to compensate contractors 
for it. Generally, a cost-plus-fixed fee 
contract will not justify a reward for 
risk in excess of 0.5 percent, nor will a 
firm fixed-price contract justify a re-

ward of less than the minimum in the 
structured approach. The reward for 
risk, by contract type, will usually fall 
into the following percentage ranges: 

(1) Type of contract and percentage 
ranges for profit objectives based on 
structured approach for R & D and 
manufacturing contracts: 

Percent 

Cost-plus-fixed-fee ..................................... 0 to 0.5. 
Cost-plus-incentive-fee: With cost incen-

tive only.
1 to 2. 

With multiple incentives ............................. 1.5 to 3. 
Fixed-price-incentive: With cost incentive 

only.
2 to 4. 

With multiple incentives ............................. 3 to 5. 
Prospective price redetermination ............. 3 to 5. 
Firm-fixed-price .......................................... 5 to 7. 

(2) Type of contract and percentage 
ranges for profit objectives based on 
the structured approach for service 
contracts: 

Percent 

Cost-plus-fixed-fee ..................................... 0 to 0.5. 
Cost-plus-incentive-fee ............................... 1 to 2. 
Fixed-price incentive .................................. 2 to 3. 
Firm-fixed-price .......................................... 3 to 4. 

(F) These ranges may not be appro-
priate for all acquisitions. For in-
stance, a fixed-price incentive contract 
with a low ceiling price and high incen-
tive share may be tantamount to a 
firm fixed-price contract. In this situa-
tion, the Contracting Officer may de-
termine that a basis exists for high 
confidence in the reasonableness of the 
estimate and that little opportunity 
exists for cost reduction without ex-
traordinary efforts. On the other hand, 
a contract with a high ceiling and low 
incentive formula can be considered to 
contain cost-plus-incentive-fee con-
tract features. In this situation, the 
Contracting Officer may determine 
that the Government is retaining much 
of the contract cost responsibility and 
that the risk the contractor assumes is 
minimal. Similarly, if a cost-plus-in-
centive-fee contract includes an unlim-
ited downward (negative) fee adjust-
ment on cost control, it could be com-
parable to a fixed-price-incentive con-
tract. In such a pricing environment, 
the Contracting Officer may determine 
that the Government has transferred a 
greater amount of cost responsibility 
to the contractor than is typical under 
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a normal cost-plus-incentive-fee con-
tract. 

(G) The contractor’s subcontracting 
program may have a significant impact 
on the contractor’s acceptance of risk. 
It could cause risk to increase or de-
crease in terms of both cost and per-
formance. This consideration shall be a 
part of the Contracting Officer’s over-
all evaluation in selecting a factor to 
apply to cost risk. The Contracting Of-
ficer may determine, for instance, that 
the prime contractor has effectively 
transferred real cost risk to a subcon-
tractor and the contract cost risk eval-
uation may, as a result, be below the 
range which would otherwise apply for 
the contract type being proposed. How-
ever, without any substantial transfer 
of cost risk from the prime contractor 
to a subcontractor, the Contracting Of-
ficer shall not lower the contract cost 
risk evaluation merely because a sub-
stantial portion of the contract costs 
represents subcontracts. 

(H) In making a contract cost risk 
evaluation for an acquisition that in-
volves definitization of a letter con-
tract, unpriced change orders, and un-
priced orders under basic ordering 
agreements, the Contracting Officer 
shall consider the effect on total con-
tract cost risk of partial performance 
before definitization. Under some cir-
cumstances, the total amount of cost 
risk may have been effectively reduced. 
Under other circumstances it may be 
apparent that the contractor’s cost 
risk remains substantially unchanged. 
To be equitable, the Contracting Offi-
cer shall make the determination of 
profit weight for all recognized costs, 
both incurred and yet to be expended, 
considering all attendant cir-
cumstances—not merely the portion of 
costs incurred or percentage of work 
completed prior to definitization. 

(I) The Contracting Officer shall con-
sider time-and-materials and labor- 
hour contracts to be cost-plus-fixed-fee 
contracts for the purpose of estab-
lishing profit weights in the evaluation 
of the contractor’s assumption of con-
tract cost risk, unless otherwise ex-
empt from use of the structured ap-
proach under paragraph (b)(1)(ii) of this 
section. 

(ii) Investment. HHS encourages its 
contractors to perform their contracts 

with the minimum of financial, facili-
ties, or other assistance from the Gov-
ernment. As such, it is the purpose of 
this factor to encourage the contractor 
to acquire and use its own resources to 
the maximum extent possible. The 
evaluation of this factor shall include 
an analysis of the following: 

(A) Facilities (including equipment). 
Evaluating how this factor contributes 
to the profit objective requires knowl-
edge of the level of facilities utilization 
needed for contract performance, the 
source and financing of the required fa-
cilities, and the overall cost-effective-
ness of the facilities offered. The Con-
tracting Officer shall provide contrac-
tors with additional profit, if they fur-
nish their own facilities and such con-
tractor-furnished facilities contribute 
significantly to lower total contract 
costs. On the other hand, contractors 
that rely on the Government to provide 
or finance needed facilities shall re-
ceive a corresponding reduction in 
profit. Between these extremes, the 
Contracting Officer shall evaluate 
cases on their merits and make posi-
tive or negative adjustments in profit, 
as appropriate. When applicable, the 
contractor’s computation of facilities 
capital cost of money under CAS 414 
can help the Contracting Officer iden-
tify the level of facilities investment 
the contractor will employ in contract 
performance. 

(B) Payments. In analyzing this fac-
tor, the Contracting Officer shall con-
sider the frequency of payments by the 
Government to the contractor. The key 
to this weighting is to give proper con-
sideration to the impact the contract 
will have on the contractor’s cash flow. 
Generally, negative consideration ap-
plies to advance payments and pay-
ments more frequent than monthly, 
with the Contracting Officer making a 
maximum reduction as the contrac-
tor’s working capital approaches zero. 
The Contracting Officer shall generally 
give positive consideration for pay-
ments less frequent than monthly and 
for a capital turn-over rate on the con-
tract less than the contractor’s or the 
industry’s normal capital turn-over 
rate. 
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(iii) Performance (cost control and 
other past accomplishments). The Con-
tracting Officer shall evaluate the con-
tractor’s past performance in areas 
such as: quality of services or products, 
meeting performance schedules, effi-
ciency in cost control (including need 
for and reasonableness of costs in-
curred), accuracy and reliability of pre-
vious cost estimates, degree of co-
operation (both business and tech-
nical), compliance with previous con-
tract requirements, and management 
of subcontract programs. Where a con-
tractor has consistently achieved ex-
cellent results in these areas in com-
parison with other contractors in simi-
lar circumstances, this performance 
merits a proportionately greater oppor-
tunity for profit. Conversely, a poor 
record in this regard warrants less 
profit. 

(iv) Federal socioeconomic programs. 
This factor, which may apply to special 
circumstances or particular acquisi-
tions, relates to the extent of a con-
tractor’s successful participation in 
Government sponsored programs in-
volving: Small businesses; HUBZone 
small businesses; service-disabled, vet-
eran-owned small businesses; 8(a) small 
businesses; women-owned small busi-
nesses; small disadvantaged businesses; 
sheltered workshops for the disabled; 
mentor-protégé; energy conservation, 
etc. The Contracting Officer shall give 
positive consideration for the contrac-
tor’s policies and practices that sup-
port Federal socioeconomic programs 
and contribute to successful results. 
Conversely, the Contracting Officer 
shall view failure or unwillingness on 
the part of the contractor to support 
Federal socioeconomic programs as 
evidence of poor performance for the 
purpose of establishing a profit objec-
tive. 

(v) Special situations. 
(A) Inventive and developmental con-

tributions. The Contracting Officer 
shall consider the extent and nature of 
contractor-initiated and contractor-fi-
nanced independent development in 
formulating the profit objective, pro-
vided that the Contracting Officer has 
made a determination that the effort 
will benefit the contract. Examples of 
profit weighting factors include con-
tribution of the independent develop-

ment to health and human service-re-
lated missions; the initiative dem-
onstrated by the contractor in pur-
suing the independent development; 
the extent of the contractor’s cost risk; 
and whether the independent develop-
ment cost was recovered directly or in-
directly from Government sources. 

(B) Unusual pricing agreements. Occa-
sionally, unusual contract pricing ar-
rangements are made with the con-
tractor wherein it agrees to cost ceil-
ings (e.g., a ceiling on overhead rates 
for conditions other than those dis-
cussed at FAR 42.707). In these cir-
cumstances, the Contracting Officer 
shall give the contractor favorable con-
sideration in developing a profit objec-
tive. 

(C) Negative factors. Special situa-
tions need not be limited to those 
which only increase profit levels. A 
negative consideration may be appro-
priate when the contractor is expected 
to obtain spin-off-benefits as a direct 
result of the contract (e.g., products or 
services with commercial application). 

(4) Facilities capital cost of money. 
When facilities capital cost of money 
(cost of capital committed to facilities) 
is included as an item of cost in the 
contractor’s proposal, the Contracting 
Officer shall reduce the profit objective 
in an amount equal to the amount of 
facilities capital cost of money allowed 
in accordance with the Facilities Cap-
ital Cost-of-Money cost principle. If 
the contractor does not propose this 
cost, the Contracting Officer shall in-
sert a provision in the contract that 
makes facilities capital cost of money 
an unallowable cost. 

Subpart 315.6—Unsolicited 
Proposals 

315.605 Content of unsolicited pro-
posals. 

(d) Certification by offeror. To ensure 
against contacts between HHS per-
sonnel and prospective offerors that 
would exceed the limits of advance 
guidance set forth in FAR 15.604 and po-
tentially result in an unfair advantage 
to an offeror, the Contracting Officer 
shall: Furnish the following certifi-
cation template to any prospective of-
feror of an unsolicited proposal; and re-
quire that the executed certification be 
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