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the supplies or services from another 
source. 

[62 FR 51230, Sept. 30, 1997, as amended at 64 
FR 51837, Sept. 24, 1999; 67 FR 13063, Mar. 20, 
2002; 75 FR 53146, Aug. 30, 2010] 

15.404–3 Subcontract pricing consider-
ations. 

(a) The contracting officer is respon-
sible for the determination of a fair 
and reasonable price for the prime con-
tract, including subcontracting costs. 
The contracting officer should consider 
whether a contractor or subcontractor 
has an approved purchasing system, 
has performed cost or price analysis of 
proposed subcontractor prices, or has 
negotiated the subcontract prices be-
fore negotiation of the prime contract, 
in determining the reasonableness of 
the prime contract price. This does not 
relieve the contracting officer from the 
responsibility to analyze the contrac-
tor’s submission, including subcontrac-
tor’s certified cost or pricing data. 

(b) The prime contractor or subcon-
tractor shall— 

(1) Conduct appropriate cost or price 
analyses to establish the reasonable-
ness of proposed subcontract prices; 

(2) Include the results of these anal-
yses in the price proposal; and 

(3) When required by paragraph (c) of 
this subsection, submit subcontractor 
certified cost or pricing data to the 
Government as part of its own certified 
cost or pricing data. 

(c) Any contractor or subcontractor 
that is required to submit certified 
cost or pricing data also shall obtain 
and analyze certified cost or pricing 
data before awarding any subcontract, 
purchase order, or modification ex-
pected to exceed the certified cost or 
pricing data threshold, unless an excep-
tion in 15.403–1(b) applies to that ac-
tion. 

(1) The contractor shall submit, or 
cause to be submitted by the subcon-
tractor(s), certified cost or pricing data 
to the Government for subcontracts 
that are the lower of either— 

(i) $12.5 million or more; or 
(ii) Both more than the pertinent cer-

tified cost or pricing data threshold 
and more than 10 percent of the prime 
contractor’s proposed price, unless the 
contracting officer believes such sub-
mission is unnecessary. 

(2) The contracting officer should re-
quire the contractor or subcontractor 
to submit to the Government (or cause 
submission of) subcontractor certified 
cost or pricing data below the thresh-
olds in paragraph (c)(1) of this sub-
section and data other than certified 
cost or pricing data that the con-
tracting officer considers necessary for 
adequately pricing the prime contract. 

(3) Subcontractor certified cost or 
pricing data shall be submitted in the 
format provided in Table 15–2 of 15.408 
or the alternate format specified in the 
solicitation. 

(4) Subcontractor certified cost or 
pricing data shall be current, accurate, 
and complete as of the date of price 
agreement, or, if applicable, an earlier 
date agreed upon by the parties and 
specified on the contractor’s Certifi-
cate of Current Cost or Pricing Data. 
The contractor shall update sub-
contractor’s data, as appropriate, dur-
ing source selection and negotiations. 

(5) If there is more than one prospec-
tive subcontractor for any given work, 
the contractor need only submit to the 
Government certified cost or pricing 
data for the prospective subcontractor 
most likely to receive the award. 

[62 FR 51230, Sept. 30, 1997, as amended at 71 
FR 57367, Sept. 28, 2006; 75 FR 53133, 53146, 
Aug. 30, 2010] 

15.404–4 Profit. 

(a) General. This subsection pre-
scribes policies for establishing the 
profit or fee portion of the Government 
prenegotiation objective in price nego-
tiations based on cost analysis. 

(1) Profit or fee prenegotiation objec-
tives do not necessarily represent net 
income to contractors. Rather, they 
represent that element of the potential 
total remuneration that contractors 
may receive for contract performance 
over and above allowable costs. This 
potential remuneration element and 
the Government’s estimate of allow-
able costs to be incurred in contract 
performance together equal the Gov-
ernment’s total prenegotiation objec-
tive. Just as actual costs may vary 
from estimated costs, the contractor’s 
actual realized profit or fee may vary 
from negotiated profit or fee, because 
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