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Abstract 
This paper will examine the government cost analyst’s role in the contract award process.  
Specifically, it will look at the Uniform Contract Format (UCF) and how to create effective 
language for Section L that provides clear directions for offerors and includes all information 
necessary to complete a thorough proposal evaluation.  It will also look at developing Section M 
language for varying contract types (cost plus, fixed price, etc.) that is consistent with the 
Federal Acquisition Regulation.   
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Background 
The federal contract award process has many rules and regulations to ensure fairness for 
contractors and to ensure traceability for government stakeholders.  When a contractor believes 
that the process has been unfair, they have the ability to enact a bid protest.  A bid protest is an 
objection to a solicitation and/or award of any federal government contract.  Specifically, it is a 
written complaint by an interested party to any of the following (Coulter & Brakstad, 2013):  

• Terms of solicitation 
• Cancellation of solicitation 
• Award or proposed award of a contract.   

 
A bid protest can take place either pre-award or post-award.  Protests may occur at the agency-
level, be heard by the Government Accountability Office (GAO), or be heard at the United 
States Court of Federal Claims and its associated appeals courts (Coulter & Brakstad, 2013).   
 
With fewer government contracts and increased competition for those contracts that are offered, 
the number of bid protests have increased from 1,652 total cases in 2008 to 2,639 total cases in 
2015; an increase of 60% over seven years.  The following graph shows the total number of 
cases received by GAO from fiscal year 2008 through fiscal year 2015 (this includes bid 
protests, requests for consideration, and cost claims):  
 

Table 1: GAO Total Bid Protests (FY2008-FY2015) 
 

 
 
For fiscal year 2015, GAO sustained 12% of the total 2,639 total protests.  Review of these 
cases showed that the most prevalent reasons for sustaining protests were  

1. Unreasonable cost or price evaluation, 
2. Unreasonable past performance evaluation, 
3. Failure to follow evaluation criteria, 
4. Inadequate documentation of the record, and  
5. Unreasonable technical evaluation (Government Accountability Office, 2015). 
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There are many steps that can be performed early in the contract award process by the 
members of the government team to avoid these five pitfalls.  This paper will focus on the cost 
analyst’s role specifically, and how knowledge of the federal contract award process and its 
associated policy and guidance can help avoid pitfalls that provide opportunity for bid protests 
and for those protests to be upheld.   
 
First, this paper will provide an overview of the government contract award process, contract 
structure, and Federal Acquisition Regulation (FAR).  These sources will help inform what is 
needed to perform a reasonable cost or price evaluation (addressing point number one: 
unreasonable cost or price evaluation).  Next, it will address how the government can 
strengthen its evaluation criteria (addressing point number three: failure to follow evaluation 
criteria) by creating a thorough Section L of the contract and defining its reviews clearly as part 
of Section M of the contract.   
 
 
Contract Award Process  
The following focuses on contracting by negotiation.  There are several key personnel and 
offices involved in the contracting process.  The following figure provides a brief description of 
these roles:  
 

Figure 1: Key Roles in the Contract Award Process1 

 

 
 
  

1 This information was summarized from various sources: (United States Marine Corps Regional Contracting Office, 
2010), (Federal Acquisition Institute, 2016), and (Centers for Disease Control, 2015).   

• A person with the authority to 
enter into, administer, and/or 
terminate contracts and make 
related determinations and 
findings.  

• Has express authority of a 
contract based on the issuance of 
a contracting officer warrant

Contracting 
Officer (CO)

• Acts as business advisors to 
program managers in their 
agencies

• Assists in planning for and 
acquiring the goods and services 
needed so that agencies can 
accomplish their mission

Contract 
Specialist

• Budget analysts work closely with 
contract specialists during all 
phases of the contract award 
process

• Responsible for ensuring that 
there are funds available for the 
contract

Budget Analyst

• The government customer who 
needs to acquire/contract for 
goods or services

• One role perfored by the PO is 
that of Technical Expert and 
Liason; often called Contracting 
Officer's Representative (COR).  
This role is designated by the CO. 
and has technical and 
administrative roles during all 
phases of the contract process

Program Office 
(PO)

• For large/complex acquisitions, 
develops the Independent 
Government Cost Estimate 
(IGCE), writes cost criteria for the 
solicitation, leads or advises the 
cost or price evaluation of the 
contract.

Cost/Price 
Analyst

• Serves as the chief advisor for 
other government personnel in the 
contract award process

• Ensures the full and proper 
implementation of the government 
and agency's statutory 
responsibilities

Office of 
General 
Council (OGC)

• A business or corporation under 
contract to provide materials or 
labor to another entity

• Also referred to as "offeror" or 
"bidder"; a vendor that responds to 
a government solicitation

Contractors
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The following figure shows a high level view of the phases involved with a competitive contract 
award2:  
 

Figure 2: High Level Contract Award Process 

 
 
 
Timely and reliable planning and forecasting ensures successful and legal acquisition of 
services, supplies, materials, equipment, and construction.  The planning phase involves 
projection of funding needs or requirements for both the upcoming fiscal year and funding needs 
that may extend beyond the fiscal year.  This involves coordination and teamwork between 
program offices, contracting specialists, and budget analysts.  Since this phase occurs internal 
to the funding agency; potential contractors are not involved (Centers for Disease Control, 
2015).   
 
The initiation phase begins with the development of a complete Acquisition Plan (AP) package.  
The AP is a comprehensive plan for fulfilling the agency need in a timely manner and at a 
reasonable cost which includes developing the overall strategy for managing the acquisition and 
usually includes (Federal Acquisition Institute, 2016):  

• A completed list of requirements 
• The Independent Government Cost Estimate (IGCE)  
• The Quality Assurance Surveillance Plan (QSAP) (United States Marine Corps Regional 

Contracting Office, 2010).   
 
Program offices have the primary responsibility to develop the AP.  The quality of the 
information developed during this phase has a significant impact on the success of all 
subsequent phases of the contract award process.  Like the planning phase, this phase occurs 
internal to the funding agency; potential contractors are not involved in this phase (Centers for 
Disease Control, 2015).   
 
Once the AP is complete, it is assigned to a contract specialist, who will prepare a detailed 
solicitation document to facilitate the submission of responsive, high-quality proposal from 
qualified offerors (Centers for Disease Control, 2015).  The documents created during the 
solicitation phase typically make up the government’s Request for Proposal (RFP).  While the 
program office has the responsibility to answer any questions that occur during the solicitation 
phase, the contract specialist is the lead during this phase of the process (Centers for Disease 
Control, 2015).  Moreover, the contracts specialist will work closely with the program office and 
cost analysts to develop the contract data requirements list (CDRLs), evaluation criteria, and 

2 This paper will look at the contract award process from a broad perspective and will not focus on specific 
requirements from any agency.   

Planning Initiation Solicitation Evaluation Contract Award Contract 
Administration
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instructions to offerors that are part of the RFP.  The solicitation will also be reviewed by legal 
prior to release. 
 
The evaluation phase begins when offerors submit proposals to the solicitation.  In order to 
determine which proposal will provide the government with the best quality product or service at 
a fair and reasonable price or cost, both the offerors’ technical and business proposals are 
reviewed.  As the technical experts, the program office reviews and evaluates the technical 
proposal (Centers for Disease Control, 2015). Typically, for large and complex acquisitions3, a 
cost or pricing analyst will review the cost elements of the business proposal in accordance with 
the evaluation criteria established during the solicitation phase and in accordance with the FAR.   
If necessary, negotiations are held between offerors found to be in the competitive range once 
the reviews are completed (Centers for Disease Control, 2015).   
 
Contract award occurs after all offers have been evaluated, any negotiations required have 
been concluded, and the government has determined a successful offeror.  The contract 
specialist prepares a final award determination, which is approved by the contracting officer.  All 
other offerors are formally notified of the award and debriefing sessions are conducted by the 
contracting specialist, if requested by the offeror (Centers for Disease Control, 2015).   
 
The final phase is the administration phase, which begins directly after the award of the 
contract.  During this phase, it is critical that work is conducted in accordance with the 
Statement of Work (SOW) and is monitored by the contract’s technical representative in order to 
determine the contractor’s technical compliance.  However, the technical representative does 
not have the authority to make any material changes to the contract; only the contracting officer 
may authorize changes to the contract.  Additionally, the contract specialist maintains a contract 
file that tracks all correspondence or actions relating to the contract; which includes final close 
out or termination documents (Centers for Disease Control, 2015).  Furthermore, when required, 
the cost analyst performs Earned Value Management (EVM) analysis. 
 
 
Federal Acquisition Oversight 
The government acquisition process is governed by the FAR.  The FAR is established for the 
codification and publication of uniform policies and procedures for acquisition by all executive 
agencies (Acquisition.gov, 2016, p. Section 1.101).  There are several types of acquisitions 
identified in the FAR.  These are acquisition of commercial items (FAR part 12), the simplified 
acquisition procedures (FAR part 13), and contracting by negotiation (FAR part 15) 
(Acquisition.gov, 2016) and (United States Marine Corps Regional Contracting Office, 2010).  
The purpose of the FAR is to deliver on a timely basis the best value, product, or service to the 
customer, while maintaining the public’s trust and fulfilling public policy objectives 
(Acquisition.gov, 2016, p. Section 1.102).   
 
There are many laws and statutes in addition to the FAR that apply to the overall federal 
contract award process.  Additionally, specific agencies provide supplemental guidance for 
contracting.  For example, the Department of Defense (DOD) provides the DOD federal 
acquisition regulations (DFARS), which provides guidance specifically for acquisitions in the 
DOD environment.  Furthermore, in addition to DOD level guidance, specific branches of the 

3 Complex acquisitions can be defined as many things and thresholds used to engage cost analysts as part of the 
contract award process are typically defined by the agency or acquisition office.  Some means that are used to define 
these thresholds are expected dollar value of the contract, high profile or politically sensitive acquisitions, or sensitive 
and technically complex projects.  

Presented at the 2016 ICEAA Professional Development & Training Workshop - www.iceaaonline.com/atlanta2016



military provide additional guidance; such as the Marine Corps Acquisition Procedures 
Supplement (MAPS) (United States Marine Corps Regional Contracting Office, 2010).   
 
The following will focus on the FAR itself and guidance for the government as a whole rather 
than specific statutes or agency/departmental guidance.  While the FAR is typically the most 
imperative source of information for the federal acquisition workforce; when working on an 
actual solicitation, it is important to understand and discuss with the contracting specialist or 
contracts officer whether there is any additional guidance or statutes that will impact the contract 
award process for a specific contract.   
 
The FAR states that the purpose for performing cost or price analysis is to develop a negotiation 
position that permits the contracting officer and the offeror an opportunity to reach agreement on 
a fair and reasonable price (Acquisition.gov, 2016, p. Section 15.405(a)).  The following table 
summarizes FAR section 15.404 Proposal analysis techniques4:  
 

Table 2: Summary of Proposal Analysis Techniques 
 Cost Analysis Price Analysis 
Definition Cost analysis is the review and 

evaluation of any separate cost 
elements and profit or fee in an 
offeror’s or contractor’s proposal, as 
needed to determine a fair and 
reasonable price or to determine cost 
realism, and the application of 
judgment to determine how well the 
proposed costs represent what the cost 
of the contract should be, assuming 
reasonable economy and efficiency. 

Price analysis is the process of 
examining and evaluating a proposed 
price without evaluating its separate 
cost elements and proposed profit. 
Unless an exception from the 
requirement to obtain certified cost or 
pricing data applies under 15.403-1(b) 
(1) or (b) (2), at a minimum, the 
contracting officer shall obtain 
appropriate data, without certification, 
on the prices at which the same or 
similar items have previously been sold 
and determine if the data is adequate 
for evaluating the reasonableness of 
the price. Price analysis may include 
evaluating data other than certified cost 
or pricing data obtained from the 
offeror or contractor when there is no 
other means for determining a fair and 
reasonable price. Contracting officers 
shall obtain data other than certified 
cost or pricing data from the offeror or 
contractor for all acquisitions (including 
commercial item acquisitions), if that is 
the contracting officer’s only means to 
determine the price to be fair and 
reasonable. 

4 Typically, contracts that require support from a cost/price analyst will use both cost and price analysis techniques to 
review the contractor’s business proposals.  However, discussing these reviews and analyses with the contract 
specialist and contracting officer is recommended when there is any certainty regarding which reviews to perform for 
a specific contract.  

Presented at the 2016 ICEAA Professional Development & Training Workshop - www.iceaaonline.com/atlanta2016



Examples 
of 
techniques 
to use 

• Verification of cost or pricing data 
and evaluation of cost elements 
including the necessity for and 
reasonableness of proposed costs 
including allowances for 
contingencies, projection of the 
offerors’ cost trends on the basis of 
current and historical cost or pricing 
data, reasonableness and estimates 
generated by appropriately 
calibrated and validated parametric 
models or cost-estimating 
relationships, the application of 
audited or negotiated indirect cost 
rates, labor rates, and cost of money 
or other factors 

• Evaluating the effect of the offeror’s 
current practices on future costs 

• Comparison of costs proposed by 
the offeror for individual cost 
elements with actual costs 
previously incurred by the same 
offeror, previous cost estimates from 
the offeror or from other offerors for 
the same or similar items, other cost 
estimates received in response to 
the government’s request, IGCE 
created by technical personnel, and 
forecasts of planned expenditures 

• Analysis of the results of any make-
or-buy program reviews in evaluating 
subcontractor costs 

• Preferred: Comparison of proposed 
prices received in response to 
solicitation 

• Preferred: Comparison of the 
proposed prices to historical prices 
paid (with no significant time lapse 
adjusted for differing terms, 
conditions, quantities, and market 
and economic conditions), whether 
by the government or other than the 
government, for the same or similar 
items. 

• Use of parametric estimating 
methods to highlight significant 
inconsistencies that warrant 
additional pricing inquiry 

• Comparison with competitive 
published price lists, published 
market prices of commodities, 
similar indexes, and discount or 
rebate arrangements 

• Comparison of proposed prices with 
IGCEs 

• Comparison of proposed prices with 
prices obtained through market 
research for the same or similar 
items 

• Analysis of data other than certified 
pricing data provided by the offeror 

When to 
Use 

Used to evaluate the reasonableness 
of individual cost elements when 
certified cost or pricing data are 
required 

For commercial and non-commercial 
items.  Shall also be used when 
certified cost or pricing data are not 
required and in order to verify that the 
overall price offered is fair and 
reasonable 

 
The method or methods of evaluation will depend on the contract type.  Guidance for this is also 
provided in the FAR.  For example, the FAR states that cost realism analyses shall be 
performed on cost –reimbursement contracts to determine the probability cost of performance 
for each offeror (Acquisition.gov, 2016, pp. Section 15.404-1 (d) (2)).   
 
The FAR provides definitions for cost realism, cost reasonableness, and price reasonableness.  
Cost realism analysis is the process of independently reviewing and evaluating specific 
elements of each offeror’s proposed cost estimate to determine whether the estimated proposed 
cost elements are realistic for the work to be performed; reflect a clear understanding of the 
requirements; and are consistent with the unique methods of performance and materials 
described in the offeror’s technical proposal.  The FAR states that the probable cost may differ 

Presented at the 2016 ICEAA Professional Development & Training Workshop - www.iceaaonline.com/atlanta2016



from the proposed cost but should reflect the Government’s best estimate of the cost of any 
contract that is most likely to result from the offeror’s proposal (Acquisition.gov, 2016, pp. 
Section 15.404-1 (d)). 
 
The FAR also states that cost realism analyses may also be used on competitive fixed-price 
incentive contracts or, in exceptional cases, on other competitive fixed-price-type contracts 
when new requirements may not be fully understood by competing offerors, there are quality 
concerns, or past experience indicates that contractors’ proposed costs have resulted in quality 
or service shortfalls (Acquisition.gov, 2016, pp. Section 15.404-1 (d)(3)). 
 
The FAR states that a cost is reasonable if it does not exceed that which would be incurred by a 
prudent person in the conduct of competitive business.  It goes on to state that reasonableness 
of specific costs must be examined with particular care in connection with firms or their separate 
divisions that may not be subject to effective competitive restraints (Acquisition.gov, 2016, pp. 
Section 31.201-3).  In this way, a different division of a company could be considered a 
subcontractor to the contract as a whole and be required to submit their proposal separately to 
the government.  Specifically, reasonableness depends on a variety of considerations and 
circumstances, including:  

• Whether the type of cost is generally recognized as ordinary and necessary for the 
conduct of the contractor’s business or the contract performance 

• Generally accepted sound business practices, arm’s length bargaining, and Federal and 
State laws and regulations 

• The contractor’s responsibilities to the Government, other customers, the owners of the 
business, employees, and the public at large;  

• Any significant deviations from the contractor’s established practices. 
(Acquisition.gov, 2016, pp. Section 31.201-3) 
 
Additional guidance for contract price and cost analysis was developed jointly by the Air Force 
Institute of Technology (AFIT) and the Federal Acquisition Institute (FAI).  While cited in the 
FAR (see section 15.404-1(7)), these references are intended for instruction and guidance, and 
are not directive.  This guidance includes five volumes that cover a variety of topics and 
analyses that can occur over all phases of a contract’s life-cycle.  The five volumes are 
summarized in the following Figure (Air Force Institute of Technology and Federal Acquisition 
Institute, 2014):  
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Figure 1: Contents of the Contract Pricing Reference Guide Overview 

 
 
The information to perform a successful acquisition is publically available for contractors and the 
government.  Organizing this information into the solicitation takes time and input from many 
sources; however, by adhering to these guides and policies can help make the contract award 
process run more smoothly.   
 
 
Uniform Contract Format (UFC) 
The UFC is one method of contract organization and is used for the majority of government 
contracting.  However, the UFC is not required for construction, shipbuilding, subsistence items, 
supplies or services requiring special contract forms prescribed elsewhere, firm-fixed price or 
fixed-price with economic price adjustment acquisitions (Acquisition.gov, 2016, pp. Section 
14.201-1 (a)).  The following is a summary of the UFC Sections and Section Titles:  
 

Table 3: Uniform Contract Format (UFC) Overview 
Section Title 
A Solicitation/Contract form 
B Supplies or services and prices 
C Description/Specifications 
D Packaging and Marking 
E Inspection and Acceptance 
F Deliveries or Performance 
G Contract Administration Data 
H Special Contract Requirements 
I Contract Clauses 
J List of Documents, Exhibits, and Other Attachments 
K Representations, Certifications, and Other Statements of Bidders 

Volume 1: Price Analysis

Volume 2: Quantitative 
Techniques

Volume 3: Cost Analysis

Volume 4: Advanced Issues 
in Contract Pricing

Volume 5: Federal Contract 
Negotiation Techniques

• Introduction to contract pricing
• Conduct market research for price analysis
• Maximize price competition
• etc. 

• Using price index numbers
• Using cost-volume-profit analysis
• Using statistical analysis
• etc.

• Defining costs and cost analysis
• Obtaining offeror information for cost analysis
• Identifying considerations affecting cost allowability
• etc.

• Establishing and monitoring contract type
• Evaluating indirect costs
• Reviewing the contractor's pricing and accounting 

practices
• etc. 

• Introduction to negotiations
• Exchanges prior to negotiation
• Negotiation preparation
• etc. 
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L Instructions, Conditions, and Notices to Bidders 
M Evaluation Factors for Award 

 
Sections A through H are called the “schedule” which is where the detailed information 
regarding the system to be procured can be found. Section A includes, among other things, the 
invitation for bids and is the first page of solicitation which provides background information 
regarding where to submit proposals, who to contact with questions, specified number of pages 
for proposals.  Section B includes a brief description of the supplies or services.  Section C 
provides the description and specifications needed in addition to Section B to permit full and 
open competition.  This is typically where the contract’s Statement of Work (SOW) or Statement 
of Objectives (SOO) is located.  Section D describes any packaging, preservation, and marking 
requirements.  Section E details the government’s inspection, acceptance, quality assurance, 
and reliability requirements.  Section F specifies the requirements for time, place, and method of 
delivery or performance for the goods and services described in Sections B and C.  Section G 
provides the contract’s administrative data such as any required accounting and appropriation 
data or instructions other than those included in Section A.  Section H includes any special 
contract requirements that are not included elsewhere in the UFC (Acquisition.gov, 2016, pp. 
Section 14.201-2). 
 
Section I includes all contract clauses required by the FAR or other laws and any additional 
clauses expected to apply to the resulting contract, if those clauses are not required in any other 
section of the UFC (Acquisition.gov, 2016, pp. Section 14.201-3).  Section J lists all documents, 
exhibits, and other attachments (Acquisition.gov, 2016, pp. Section 14.201-4).  These can 
include CDRL exhibits, contract security specification, data definitions, etc. (NAVAIR, 2015) and 
(NAVAIR, 2014)).   While the FAR states that the contractor can submit proposals in their own 
format (Acquisition.gov, 2016, pp. Section 15.403-3), Section J can also be used to provide 
templates and example formats to contractors to ease the proposal development process and 
enable proposals that are in the same format for easier comparison.  
 
Sections K through M include contractor information and instructions for the offerors.  Section K 
should be included for all contracts that require representations, certifications, or the submission 
of other similar information by offerors.  For example, services contracts typically require the 
submission of resumes to evaluate the qualifications of offerors’ personnel available to work on 
the contract.  Section L includes instruction, conditions, and notices to offerors.  These discuss 
the time and place for bid openings and advise offerors how their proposals will be evaluated.  
Specifically, Section M identifies the price related factors other than the bid price that will be 
considered when evaluating proposals and awarding the contract (Acquisition.gov, 2016, pp. 
Section 14.201-5).   
 
 
Cost Analyst’s Role  
The cost analyst’s role generally starts during the initiation phase with the development of the 
IGCE.  Additionally, the role continues into the evaluation phase where the cost analyst reviews 
the cost proposals once they are submitted by offerors.  However, prior to that evaluation, the 
cost analyst has an important role in the solicitation phase.  Not only must the cost analyst be 
familiar with Section C (usually the Statement of Work (SOW) for the contract), they must also 
be familiar with Section L to ensure all the information needed to perform the evaluation is 
requested from offerors and Section M so that they can properly apply the evaluation factors 
described in the RFP.  In this way, Sections L and M are intimately related to each other.    
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The cost instructions for Section L is a critically important part of the cost analyst’s 
responsibilities; in fact, the cost analyst should be the primary author of the cost instructions, as 
this will detail what information offerors are required to submit.  Putting proposals together is a 
costly and time consuming endeavor for offerors and without a thorough description of what is 
needed; the government may not have enough information in order to perform its analyses as 
detailed in Section M.  Furthermore, requesting additional information from offerors could 
potentially delay the contract award.   
 
There are several sections that should be included as part of the Section L instructions to 
offerors no matter how complex or simple the procurement is.  These are:  
 

• Contract Proposal Pricing Sheet  
• Overview 
• Cost Summary 
• Basis of Estimate (labor hour, material dollars, and other direct costs (ODC) 

substantiation as required by the procurement)  
• Rates and Factors 
• Details regarding Government Furnished Equipment, Facilities, and Information 

 
The contract proposal pricing sheet should include the solicitation, contract, or modification 
number, name and address of offeror, contact information for the offeror’s point of contact, 
proposed cost, profit or fee, and total price, whether the use of Government property will be 
required to perform the contract, date of submission, and signature of an authorized 
representative (Acquisition.gov, 2016).  More information regarding what should be included as 
part of the contract proposal pricing sheet is included in the FAR, Section 15.408; Table 15-2 
(Bame, 2015).  While standard form 1411 (SF1411), the contract pricing proposal cover sheet 
has been cancelled and there is no replacement form available (General Services 
Administration), a version of the form can be found online. 
 
The overview section is where offerors provide a comprehensive narrative summary describing 
how the proposed costs were generated.  This section should include a list of ground rules and 
assumptions the offeror used while estimating, a summary description of the offeror’s standard 
estimating system or methods, an explanation of the escalation and/or inflation rates used in the 
proposal, and an explanation for any difference between the total cost displayed on the contract 
proposal pricing sheet and the costs proposed in the cost summary and detailed substantiation 
sections (if such a difference exists).   
 
The cost summary section discusses the various ways that offerors should present the cost 
data.  There should be separate summary sections for each Contract Line Item (CLIN) 
associated with the contract that presents the costs in a consistent method; preferably by 
contract work breakdown structure (CWBS).  The CWBS should be established as part of 
section C of the contract (the SOW).  It can also be helpful to create a template for offerors to 
use to help with the consistency of the review once all proposals have been submitted to the 
government.  This template can be included as part of Section J of the contract.   
 
The primary part of the cost submission is the basis of estimate.  This includes the detailed 
substantiation of the labor hours, material dollars, and any other direct costs.  For the labor 
hours, this should include, at the lowest WBS level for which the estimate was developed, a task 
description that provides the work to be performed and the specific rationale or methodology 
used to estimate the cost of the effort along with the source of the substantiating data.  For the 
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material dollars, the basis of estimate should include a complete listing of all materials contained 
in the proposal along with which WBS the material is applied to, contractor/vendor, quantity, unit 
recurring cost, extended recurring cost, non-recurring cost, total cost, and source of the 
information (e.g. verbal quote, written quote, etc.).  Details regarding the rationale and 
methodology for other direct costs (such as travel, computer costs, etc.) should also be included 
as part of the basis of estimate with as much detail as possible.   
 
Rates and factors are also an important part of any cost proposal as a change in rates has the 
potential to significantly increase the contract’s overall cost.  All of the direct and indirect rates 
used as part of the proposal should be included, along with an explanation of how the offeror 
computed and applied the indirect rates to the direct rates for the different labor categories 
included (i.e. the contractor cost to sell equations).  Additionally, if it is available, a copy of the 
most recent Forward Pricing Rate Agreement (FPRA) or Forward Pricing Rate 
Recommendation (FPRR) should be requested in this section of the instructions.   
 
Additional information regarding government equipment, facilities, and information is also 
important when reviewing contractor proposals.  This section is very specific to the particular 
contract being let but could include key assumptions (and possible areas of disconnect) 
between the offeror’s assumptions of their responsibility and what the government assumes will 
be included as part of the work.   
 
In addition to these sections of cost instructions to offerors, a section at the beginning of Section 
L which discusses general cost instructions can be helpful to set the tone for what is expected in 
the following sections.  This introductory section can be a place where the expectation of quality 
information over quantity of information is established or a place where a specific number of 
pages in the cost proposal can be set.  This section can also refer to any documents or 
attachments created by the cost analyst to ensure consistency among offerors that were 
included as part of Section J of the contract.   
 
These instructions can apply to the acquisition of any product or service the government needs 
to procure.  However, more complex acquisitions (such as weapon systems or subsystems 
being purchased in multiple quantities) should include a section that provides program 
information.  Program information can include a master schedule that details major program 
milestones, quantity matrix, block diagrams, weight statements, drawing counts, software 
description (including lines of code and software development schedule), an itemized account of 
tooling and test equipment required, description of expected contractor tests, and a matrix which 
correlates the WBS elements with the SOW tasks and CLIN structure.  This matrix is especially 
important in those cases where the program has a WBS that differs from the structure 
established in the SOW and/or the CLINs or is expected to perform EVM with a different WBS. 
 
Not specifying the information that is required by offerors up front as part of the solicitation can 
cause problems while evaluating the data.  If the contractor did not provide the required 
information as part of their proposal, the government is able to ask for additional information.  
However, if the RFP does not include instructions regarding what information should be 
included and how to present those data, the government does not have as strong a position to 
ask offerors for additional information; which could result in a less thorough examination of 
proposal leading to grounds for a bid protest.   
 
 
Furthermore, while these instructions are intended for the prime contractor, they can also apply 
to subcontractors when necessary.  The FAR specifies that certified cost or pricing data shall be 
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submitted to the government by a subcontractor in cases when the subcontractor’s value is the 
lower of either $13.5 million or more than 10% of the contractor’s proposed price (unless the 
contracting officer believes such submission to be unnecessary) (Acquisition.gov, 2016, pp. 
Section 15.404-3 (c)(1)).  In these cases, the subcontractor can submit the information directly 
to the government rather than to their prime contractor in order to protect proprietary 
information.   
 
Section M is where the evaluation criteria for all aspects of the contract are specified.  This 
section should align with the definitions provided in the FAR.  The need for cost analysis or price 
analysis is also specified in the FAR and depends on what type of contract is being let (e.g. cost 
reimbursable, fixed price, etc.) (Acquisition.gov, 2016).  It is important to understand what is 
required for the contract in the FAR when establishing criteria to avoid bid protest pitfall number 
one (unreasonable cost or price evaluation).  It can also be helpful to list specific evaluation 
methods as part of Section M to avoid bid protest pitfall number three (failure to follow 
evaluation criteria) (Government Accountability Office, 2015).  
 
The following Appendixes provide examples of detailed cost instructions and cost instructions 
that have been tailored for service contracts and those that have been condensed further due to 
a low level of complexity of the contract’s product.  A cost analyst must have a firm 
understanding of what the government hopes to acquire through the contract to choose which 
instructions to use for a specific contract. This is accomplished by a thorough understanding of 
Section C of the contract and discussions with the contract’s negotiator and the contracting 
officer.   
 
 
Conclusion 
There are many regulations and processes that dictate the federal contract award process.  A 
thorough understanding of the FAR, agency specific, and contract specific requirements and 
guidance are the key to a successful contract award.  Additionally, it is important that all parties 
involved in the contract award process are aware of and fulfill their roles. For example, when a 
cost analyst is needed as part of the contracting team for the proposal evaluation phase, they 
should also be actively engaged during the solicitation phase to help create Section L and 
Section M inputs.  Having more involvement earlier in the contract’s life-cycle coupled with a 
thorough understanding of the evaluation methods specified in the FAR could help decrease 
opportunity for bid protests and allow the government’s contracting process to run more 
smoothly and prevent delayed contract awards.    
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Appendix 1: Detailed Product Section L Cost Instructions Example 
 
1.0 GENERAL COST INSTRUCTIONS: 
1.1 Cost proposal information shall be submitted in accordance with the specific 
requirements provided in the following sections.  These requirements are applicable to both the 
prime contractor and each subcontractor where the subcontract dollar value is expected to 
exceed one million dollars.  If any information is considered proprietary by the subcontractor, 
that information shall be submitted under separate cover directly to the government.  
 
1.2 Overall clarity and completeness of the proposal are of the utmost importance.  A clear 
explanation of the basis for each portion of the proposal at the lowest level for which estimates 
were developed must be included.  All pertinent information and supporting data, consistent with 
the offeror’s cost accounting system shall be included in sufficient detail to permit evaluation.  
However, the general rule the offeror shall follow is that the quality of information is significantly 
more important than the quantity.  Proposals containing voluminous computer print-outs without 
explanations are neither required nor desired.  The offeror must submit with the proposal, and 
clearly identify any and all cost or pricing data used in developing their estimates.  In addition, 
the offeror must submit with the proposal any information reasonably required to explain their 
estimating process, including: 
 

A. judgmental factors applied 
 
 
B. parametric, mathematical equations or any other methods used to estimate, including 
those used in projecting from known data; and 
 
C. the nature and amount of any contingencies included in the proposed price 

 
1.3  The contractor shall propose costs in accordance with the Work Breakdown Structure 
(WBS) provided herein.  If no WBS has been specified by the Government, the contractor shall 
develop a WBS following the guidance from the Government Accountability Office’s (GAO) Cost 
Estimating and Assessment Guide, Chapter 8. 
 
1.4 All cost information provided in the detailed substantiation shall trace to the cost 
summary which shall trace to the Contract Proposal Cover Sheet 
 
2.0 ORGANIZATION: 
The cost proposal shall consist of the following sections: 
 
 Section 1 – Contract Proposal Cover Sheet 
 Section 2 – Overview 
 Section 3 – Cost Summary 
 Section 4 – Program Information 
 Section 5 – Detailed Labor Hour Substantiation 
 Section 6 – Detailed Material Dollars Substantiation 
 Section 7 – Detailed Other Direct Costs (ODC) Substantiation 
 Section 8 – Rates and Factors 
 Section 9 – Government Furnished Equipment/Facilities/Information 
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2.1 CONTRACT PROPOSAL COVER SHEET: 
The Prime contractor shall submit a Contract Proposal Cover Sheet supporting cost or pricing 
data per Table 15-2 in the FAR that is factual and verifiable (as defined by FAR 2.101).  At a 
minimum, the following information should be included:  
 

• Part A: Overview 
o Name of Offeror 
o Address of Offeror 
o Offeror’s telephone and e-mail  
o Offeror’s Point of Contact and Title 

• Part B: Contract Information 
o Type of Contract Action 
o Type of Contract Vehicle 
o Proposed Cost 

 Cost 
 Profit/Fee 
 Total 

o Proposed Performance Period 
o Contract Line Item Number (CLIN) Summary (for each CLIN) 

 CLIN and CLIN Description 
 Quantity 
 Total Price 
 Proposal Reference Page 

• Part C: Background Questions 
o Answer the following yes/no questions 

 Will you require the use of any government property in the performance of 
this work?  

 Do you require government contract financing to perform this proposed 
contract? 

 Have you been awarded any contracts or subcontracts for the same or 
similar items within the past three years?  

• If yes, identify item(s), customer(s), and contract number(s) 
• Note that cost disclosure on previous cost experience is required 

even if the data was not used in developing the proposal.  
 Is this proposal consistent with your established estimating and 

accounting practices and procedures? 
 
2.2 OVERVIEW: 
The Overview section shall provide a comprehensive narrative summary describing how the 
proposed costs were generated.  The following sections are to be included: 
 

A. A list of all ground rules and assumptions used in estimating. 
 
B. A summary description of the offeror’s standard estimating system or methods used to 
estimate labor, material, other direct costs, and indirect costs.  Identify any deviations from 
the standard estimating procedures in preparing this proposal. 
 
C. An explanation of the escalation and/or inflation rates used in the proposal.  Include a 
description of the basis for the rates and the logic for their application. 
 

Presented at the 2016 ICEAA Professional Development & Training Workshop - www.iceaaonline.com/atlanta2016



D. Any difference between the total cost shown on the Contract Proposal Cover Sheet and 
the costs proposed in the Cost Summary and Detailed Substantiation sections shall be 
explained and a trace provided.  In addition, any cost reductions made that are attributable 
to commonality with other programs, company-funded efforts; capitalization, etc. shall be 
supported with sufficient detail to allow evaluation. 

 
2.3 COST SUMMARY: 
Separate cost summaries are to be provided for each CLIN.  Each cost summary section 
consists of the following: 
 

A. Cost by WBS 
 

(1) Cost Data Summary:  The offeror and each subcontractor with a value expected in 
excess of one million dollars shall provide a Cost Data Summary using the WBS.  
Subtotals shall be provided at each higher level of the WBS.  This report should include 
the following information:  

i. Contract Number 
ii. Point of Contact (POC) 
iii. Period of Performance 
iv. Program and Phase 
v. Report “As of” date 
vi. Report Cycle (Initial, Interim, or Final) 
vii. Costs incurred to date (showing non-recurring, recurring, and total costs for 

each WBS element) 
viii. Costs incurred at Completion (showing non-recurring, recurring, and total 

costs for each WBS element for the Final Report) 
 

Costs shall be provided in Then Year dollars (TY$).   
 

(2) Functional Cost Hour Breakout: The offeror and each subcontractor with a value 
expected in excess of one million dollars shall provide a Function Cost Hour Report, to 
the lowest WBS level at which estimates were developed.  Subtotals shall be provided at 
each higher level of the WBS.   

 
B. Funding Profile.  The offeror shall provide a monthly funding profile in TY$ and hours to 
the lowest level of the WBS. 

 
2.4 PROGRAM INFORMATION: 
The offeror shall provide the following program information: 
 

A. Master schedule.  The contractor shall provide a schedule showing all major program 
milestones (e.g. Systems Requirements Review (SRR), Preliminary Design Review (PDR), 
Critical Design Review (CDR), etc.) 
 
B. Quantity Matrix.  A matrix showing the total quantity of each WBS hardware element 
being procured, broken out by end item deliverables, spares, laboratory quantities, training 
quantities, and other.   
 
C. Block Diagrams.  The system shall be described using block diagrams that identify the 
major hardware components of the system being proposed.  This block diagram shall clearly 
show the design status (new, modified, and existing) and make versus buy for all hardware 
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elements.  The block diagrams will be marked to show a cross reference to the WBS 
elements.  
 
D. Weight Statements.  A weight statement which provides weight by WBS element.  
 
E. Drawing Count.  The offeror shall provide an estimated list of drawings to the hardware 
level 3 WBS.  This list shall identify the estimated number of sheets and size for each 
drawing.  
 
F. Software Description.  For each Computer Software Configuration Item (CSCI) the 
contractor shall provide the following software information: 

  
1. CSCI Title 
 
2. Description of the CSCI Function. 
 
3. Total Line of Code: 
  Number of Lines Code: New  
  Number of Lines Code: Modified 
  Number of Lines Code: Reused. 
 
4. Software Language(s).  If more than one please provide a breakout of the Lines 
of Code (see 3 above) for each language. 
 
5. Software Development Schedule. 

 
G. Tooling and Test Equipment.  A separate itemized table showing the required tooling 
and test equipment shall be provided which shall be marked and cross referenced to WBS 
elements. 
 
H. Test Description.  Contractor tests (both ground and flight) shall be clearly defined by 
describing the number and purpose of tests, number of test articles, test durations (days 
and/or months), etc.  The contractor shall clearly indicate the quantity and type of laboratory 
tests, field fly-over tests, etc. 
 
I. CLIN/WBS/SOW Matrix.  The offeror shall provide a matrix which correlates WBS 
elements with Statement of Work (SOW) tasks and the CLIN structure.   

 
2.5 DETAILED SUBSTANTIATION (LABOR HOURS): 
Detailed substantiation consists of a written discussion explaining the basis for proposed labor 
hours. 
 

A. Basis of Estimate.  A written discussion explaining the basis for proposed labor hours for 
each category (engineering, manufacturing, tooling, etc.) shall be provided at the lowest 
WBS level for which the estimate was developed.  For each WBS element, there shall be 
supplied a task description describing the work to be performed, the specific rationale or 
methodology used to estimate the cost of the effort, and the substantiating data.  Include 
any cross checks used to verify the reasonableness of the estimate.   
 
General statements such as “estimates were derived from engineering judgment” are not 
considered as acceptable substantiation unless the details of the engineering analysis 
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and/or similar systems analysis are provided.  Where parametric, simulation or statistically 
derived models are used; the offeror shall provide sufficient description to permit the 
government to duplicate the results and to apply the model to the proposal and to similar 
existing systems.  When citing actuals from other programs, the cost information from the 
cited program(s) must be provided along with the specific technical and programmatic 
details to allow evaluation.  
 
B. If manufacturing standards are used in developing any estimates, indicate the quantities 
at which the standards are established and what factors are applied to these standards.  
Identify the learning curve(s), realization/efficiency factors used, and provide data to 
substantiate those curves and factors.   

 
2.6 DETAILED SUBSTANTIATION (MATERIAL DOLLARS): 
Detailed substantiation consists of written discussion explaining the basis for all proposed 
material dollars.  
 

A. The contractor shall provide a complete listing of all materials contained in this proposal.  
This material listing shall at a minimum identify: 

1. WBS 
2. Nomenclature 
3. Part Number 
4. Contractor/Vendor 
5. Quantity 
6. Unit Recurring Costs 
7. Extended Recurring Costs 
8. Nonrecurring Costs 
9. Total (Extended Recurring + Nonrecurring) Costs 
10. Basis of the estimate (verbal quote, written quote, purchase order history, 
engineering judgment, etc.) 

 
B. The contractor shall clearly identify all proposed material adders such as attrition, 
escalation, material handling, etc. and provide support for each of these factors. 
 
C. This listing of material shall be presented in descending “Total Cost” order.  
 
D. In addition, the contractor shall provide the above material sorted by WBS. 
 
E. The Materials listing (i.e. Bill of Materials (BOM)) shall be clearly traceable to the Cost 
Summary.  The contractor shall identify and explain all factors and adjustments used and 
shall clearly show how the detailed material costs “roll up” into the Cost Summary. 

 
2.7 DETAILED SUBSTANTIATION (OTHER DIRECT COSTS): 
Detailed substantiation shall be provided in contractor format identifying and explaining travel, 
computer, and other direct costs along with the substantiation for these costs. 
 
2.8 RATES AND FACTORS: 
Information on rates used in the proposal shall be provided in contractor format.  The following 
specifics are required: 
 

A. A copy of the direct and indirect rates used in the proposal.  Include the basis for the 
rates applied. 
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B. An explanation of how the offeror has computed and applied the indirect costs; include 
the contractor cost to sell equations for the different labor categories and for material.   
 
C. A copy of the latest Forward Pricing Rate Agreement (FPRA).  If there is any deviation 
between the rates and burdens used for this proposal and those in the FPRA, a written 
discussion supporting this deviation is required.  
 

2.9 GOVERNMENT FURNISHED EQUIPMENT, FACILITIES, INFORMATION (GFE, GFF, and 
GFI): 
Any government owned equipment, facilities, and/or information required for the performance of 
this contract shall be listed on a separate schedule in WBS order which indicated each item’s 
estimated value, and in which phase the item is first required. 
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Appendix 2: Tailored Product Section L Cost Instructions 
Example 

 
The following example instructions are the same as those presented in Appendix 1, except 
several of the sections have been shortened in order to provide shorter instructions for those 
contracts that are expected to acquire less complex products.  Specifically, the sections 
regarding the detailed substantial of labor hours (section 2.5) and material dollars (section 2.6) 
were slightly shortened.   
 
1.0 GENERAL COST INSTRUCTIONS: 
1.1 Cost proposal information shall be submitted in accordance with the specific requirements 
provided in the following sections.  These requirements are applicable to both the prime 
contractor and each subcontractor where the subcontract dollar value is expected to exceed 
one million dollars.  If any information is considered proprietary by the subcontractor, that 
information shall be submitted under separate cover directly to the government.  
 
1.2 Overall clarity and completeness of the proposal are of the utmost importance.  A clear 
explanation of the basis for each portion of the proposal at the lowest level for which estimates 
were developed must be included.  All pertinent information and supporting data, consistent with 
the offeror’s cost accounting system shall be included in sufficient detail to permit evaluation.  
However, the general rule the offeror shall follow is that the quality of information is significantly 
more important than the quantity.  Proposals containing voluminous computer print-outs without 
explanations are neither required nor desired.  The offeror must submit with the proposal, and 
clearly identify any and all cost or pricing data used in developing their estimates.  In addition, 
the offeror must submit with the proposal any information reasonably required to explain their 
estimating process, including: 
 

A. judgmental factor applied 
 
B. parametric, mathematical equation or any other method used to estimate, including 
those used in projecting from known data; and 
 
C. the nature and amount of any contingencies included in the proposed price 

 
1.3  The contractor shall propose costs in accordance with the Work Breakdown Structure 
(WBS) provided herein.  If no WBS has been specified by the Government, the contractor shall 
develop a WBS following the guidance from the Government Accountability Office’s (GAO) Cost 
Estimating and Assessment Guide, Chapter 8. 
 
1.4 All cost information provided in the detailed substantiation shall trace to the cost summary 
which shall trace to the Contract Proposal Cover Sheet 
 
2.0 ORGANIZATION: 
The cost proposal shall consist of the following sections: 
 
 Section 1 – Contract Proposal Cover Sheet 
 Section 2 – Overview 
 Section 3 – Cost Summary 
 Section 4 – Program Information 
 Section 5 – Detailed Labor Hour Substantiation 
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 Section 6 – Detailed Material Dollars Substantiation 
 Section 7 – Detailed Other Direct Costs (ODC) Substantiation 
 Section 8 – Rates and Factors 
 Section 9 – Government Furnished Equipment/Facilities/Information 
 
 
2.1 CONTRACT PROPOSAL COVER SHEET: 
The Prime contractor shall submit a Contract Proposal Cover Sheet supporting cost or pricing 
data per Table 15-2 in the FAR that is factual and verifiable (as defined by FAR 2.101).  At a 
minimum, the following information should be included:  
 

• Part A: Overview 
o Name of Offeror 
o Address of Offeror 
o Offeror’s telephone and e-mail  
o Offeror’s Point of Contact and Title 

• Part B: Contract Information 
o Type of Contract Action 
o Type of Contract Vehicle 
o Proposed Cost 

 Cost 
 Profit/Fee 
 Total 

o Proposed Performance Period 
o Contract Line Item Number (CLIN) Summary (for each CLIN) 

 CLIN and CLIN Description 
 Quantity 
 Total Price 
 Proposal Reference Page 

• Part C: Background Questions 
o Answer the following yes/no questions 

 Will you require the use of any government property in the performance of 
this work?  

 Do you require government contract financing to perform this proposed 
contract? 

 Have you been awarded any contracts or subcontracts for the same or 
similar items within the past three years?  

• If yes, identify item(s), customer(s), and contract number(s) 
• Note that cost disclosure on previous cost experience is required 

even if the data was not used in developing the proposal.  
 Is this proposal consistent with your established estimating and 

accounting practices and procedures? 
 
2.2 OVERVIEW: 
The Overview section shall provide a comprehensive narrative summary describing how the 
proposed costs were generated.  The following sections are to be included: 
 

A. A list of all ground rules and assumptions used in estimating. 
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B. An explanation of the escalation and/or inflation rates used in the proposal.  Include a 
description of the basis for the rates and the logic for their application. 
 
C. Any difference between the total cost shown on the Contract Proposal Cover Sheet and 
the costs proposed in the Cost Summary and Detailed Substantiation sections shall be 
explained and a trace provided.  In addition, any cost reductions made that are attributable 
to commonality with other programs, company-funded efforts; capitalization, etc. shall be 
supported with sufficient detail to allow evaluation. 

 
2.3 COST SUMMARY: 
Separate cost summaries are to be provided for each CLIN.  Each cost summary section 
consists of the following: 
 

A. Cost by WBS 
 

(1) Cost Data Summary:  The offeror and each subcontractor with a value expected in 
excess of one million dollars shall provide a Cost Data Summary using the WBS.  
Subtotals shall be provided at each higher level of the WBS.  This report should include 
the following information:  

i. Contract Number 
ii. Point of Contact (POC) 
iii. Period of Performance 
iv. Program and Phase 
v. Report “As of” date 
vi. Report Cycle (Initial, Interim, or Final) 
vii. Costs incurred to date (showing non-recurring, recurring, and total costs for 

each WBS element) 
viii. Costs incurred at Completion (showing non-recurring, recurring, and total 

costs for each WBS element for the Final Report) 
 

Costs shall be provided in Then Year dollars (TY$).   
 

(2) Functional Cost Hour Breakout: The offeror and each subcontractor with a value 
expected in excess of one million dollars shall provide a Function Cost Hour Report, to 
the lowest WBS level at which estimates were developed.  Subtotals shall be provided at 
each higher level of the WBS.   

 
B. Funding Profile.  The offeror shall provide a monthly funding profile in TY$ and hours to 
the lowest level of the WBS. 

 
2.4 PROGRAM INFORMATION: 
The offeror shall provide the following program information: 
 

A. Master schedule.  The contractor shall provide a schedule showing all major program 
milestones (e.g. Systems Requirements Review (SRR), Preliminary Design Review (PDR), 
Critical Design Review (CDR), etc.) 
 
B. Quantity Matrix.  A matrix showing the total quantity of each WBS hardware element 
being procured, broken out by end item deliverables, spares, laboratory quantities, training 
quantities, and other.   
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C. Block Diagrams.  The system shall be described using block diagrams that identify the 
major hardware components of the system being proposed.  This block diagram shall clearly 
show the design status (new, modified, and existing) and the make versus buy status for all 
hardware elements.  The block diagrams will be marked to show a cross reference to the 
WBS elements.  
 
D. Weight Statements.  A weight statement which provides weight by WBS element.  
 
E. Drawing Count.  The offeror shall provide an estimated list of drawings to the third WBS 
level.  This list shall identify the estimated number of sheets and size for each drawing.  
 
F. Software Description.  For each Computer Software Configuration Item (CSCI) the 
contractor shall provide the following software information: 
  

1. CSCI Title 
 
2. Description of the CSCI Function. 
 
3. Total Line of Code: 
  Number of Lines Code: New  
  Number of Lines Code: Modified 
  Number of Lines Code: Reused. 
 
4. Software Language(s).  If more than one please provide a breakout of the Lines of 
Code (see 3 above) for each language. 

 
5. Software Development Schedule. 

 
G. Tooling and Test Equipment.  Separate itemized table showing the required tooling and 
test equipment that shall be provided; which shall be marked to show a cross reference to 
WBS elements. 
 
H. Test Description.  Contractor tests (both ground and flight) shall be clearly defined by 
describing the number and purpose of tests, number of test articles, test durations (days 
and/or months), etc.  The contractor shall clearly indicate the quantity and type of laboratory 
tests, field fly-over tests, etc. 
 
I. CLIN/WBS/SOW Matrix.  The offeror shall provide a matrix which connects WBS elements 
with Statement of Work (SOW) tasks and the CLIN structure.   

 
2.5 DETAILED SUBSTANTIATION (LABOR HOURS): 
Detailed substantiation consists of a written discussion explaining the basis for proposed labor 
hours. 
 

A. Basis of Estimate.  A written discussion explaining the basis for proposed labor hours for 
each category (engineering, manufacturing, tooling, etc.) shall be provided at the lowest 
WBS level for which the estimate was developed.  For each WBS element, there shall be 
supplied a task description describing the work to be performed, the specific rationale or 
methodology used to estimate the cost of the effort, and the substantiating data.  Include 
any cross checks used to verify the reasonableness of the estimate.  General statements 
such as “estimates were derived from engineering judgment” are not considered as 
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acceptable substantiation unless the details of the engineering analysis and/or similar 
systems analysis are provided.  Where parametric, simulation or statistically derived models 
are used; the offeror shall provide sufficient description to permit the government to 
duplicate the results and to apply the model to the proposal and to similar existing systems.  
When citing actuals from other programs, the cost information from the cited program(s) 
must be provided along with the specific technical and programmatic details to allow 
evaluation.  
 
B. Identify the learning curve(s), realization/efficiency factors used, and provide data to 
substantiate those curves and factors.   

 
2.6 DETAILED SUBSTANTIATION (MATERIAL DOLLARS): 
Detailed substantiation consists of written discussion explaining the basis for all proposed 
material dollars.  
 

A. The contractor shall provide a complete listing of all materials contained in this proposal.  
This material listing shall at a minimum identify: 

1. WBS 
2. Nomenclature 
3. Part Number 
4. Contractor/Vendor 
5. Quantity 
6. Unit Recurring Costs 
7. Extended Recurring Costs 
8. Nonrecurring Costs 
9. Total (Recurring + Nonrecurring) Costs 
10. Basis of the estimate (verbal quote, written quote, purchase order history, 
engineering judgment, etc.) 

 
B. The contractor shall clearly identify all proposed material adders such as attrition, 
escalation, material handling, etc.  Provide support for each of these factors. 
 
C. The Materials listing (i.e. Bill of Materials (BOM)) shall be clearly traceable to the Cost 
Summary.  The contractor shall identify and explain all factors and adjustments used and 
shall clearly show how the detailed material costs “roll up” into the Cost Summary. 

 
2.7 DETAILED SUBSTANTIATION (OTHER DIRECT COSTS): 
Detailed substantiation shall be provided in contractor format identifying and explaining travel, 
computer, and other direct costs along with the substantiation for these costs. 
 
2.8 RATES AND FACTORS: 
Information on rates used in the proposal shall be provided in contractor format.  The following 
specifics are required: 
 

A. A copy of the direct and indirect rates used in the proposal.  Include the basis for the 
rates applied. 
 
B. An explanation of how the offeror has computed and applied the indirect costs; include 
the contractor cost to sell equations for the different labor categories and for material.   
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C. A copy of the latest Forward Pricing Rate Agreement (FPRA).  If there is any deviation 
between the rates and burdens used for this proposal and those in the FPRA, a written 
discussion supporting this deviation is required.  

 
 
2.9 GOVERNMENT FURNISHED EQUIPMENT, FACILITIES, INFORMATION (GFE, GFF, and 
GFI): 
Any government owned equipment, facilities, and/or information required for the performance of 
this contract shall be listed on a separate schedule in WBS order which indicated each item’s 
estimated value, and in which phase the item is first required.   
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Appendix 3: Services Section L Cost Instructions Example 
 
The following example instructions are the same as those presented in Appendix 1, except 
several of the sections have been shortened in order to provide shorter instructions for services 
contracts.  Specifically, the sections regarding the overview (section 2.2), program information 
(section 2.4), and detailed substantial of material dollars (section 2.6) were tailored.   
 
 
1.0 GENERAL COST INSTRUCTIONS: 
1.1 Cost proposal information shall be submitted in accordance with the specific requirements 
provided in the following sections.  These requirements are applicable to both the prime 
contractor and each subcontractor where the subcontract dollar value is expected to exceed 
one million dollars.  If any information is considered proprietary by the subcontractor, that 
information shall be submitted under separate cover directly to the government.  
 
1.2 Overall clarity and completeness of the proposal are of the utmost importance.  A clear 
explanation of the basis for each portion of the proposal at the lowest level for which estimates 
were developed must be included.  All pertinent information and supporting data, consistent with 
the offeror’s cost accounting system shall be included in sufficient detail to permit evaluation.  
However, the general rule the offeror shall follow is that the quality of information is significantly 
more important than the quantity.  Proposals containing voluminous computer print-outs without 
explanations are neither required nor desired.  The offeror must submit with the proposal, and 
clearly identify any and all cost or pricing data used in developing their estimates.  In addition, 
the offeror must submit with the proposal any information reasonably required to explain their 
estimating process, including: 
 

A. judgmental factor applied 
 
 
B. parametric, mathematical equation or any other method used to estimate, including 
those used in projecting from known data; and 
 
C. the nature and amount of any contingencies included in the proposed price 

 
1.3  The contractor shall propose costs in accordance with the Work Breakdown Structure 
(WBS) provided herein.  If no WBS has been specified by the Government, the contractor shall 
develop a WBS following the guidance from the Government Accountability Office’s (GAO) Cost 
Estimating and Assessment Guide, Chapter 8. 
 
1.4 All cost information provided in the detailed substantiation shall trace to the cost summary 
which shall trace to the Contract Proposal Cover Sheet 
 
2.0 ORGANIZATION: 
The cost proposal shall consist of the following sections: 
 
 Section 1 – Contract Proposal Cover Sheet 
 Section 2 – Overview 
 Section 3 – Cost Summary 
 Section 4 – Program Information 
 Section 5 – Detailed Labor Hour Substantiation 
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 Section 6 – Detailed Material Dollars Substantiation 
 Section 7 – Detailed Other Direct Costs (ODC) Substantiation 
 Section 8 – Rates and Factors 
 Section 9 – Government Furnished Equipment/Facilities/Information 
 
 
2.1 CONTRACT PROPOSAL COVER SHEET: 
The Prime contractor shall submit a Contract Proposal Cover Sheet supporting cost or pricing 
data per Table 15-2 in the FAR that is factual and verifiable (as defined by FAR 2.101).  At a 
minimum, the following information should be included:  
 

• Part A: Overview 
o Name of Offeror 
o Address of Offeror 
o Offeror’s telephone and e-mail  
o Offeror’s Point of Contact and Title 

• Part B: Contract Information 
o Type of Contract Action 
o Type of Contract Vehicle 
o Proposed Cost 

 Cost 
 Profit/Fee 
 Total 

o Proposed Performance Period 
o Contract Line Item Number (CLIN) Summary (for each CLIN) 

 CLIN and CLIN Description 
 Quantity 
 Total Price 
 Proposal Reference Page 

• Part C: Background Questions 
o Answer the following yes/no questions 

 Will you require the use of any government property in the performance of 
this work?  

 Do you require government contract financing to perform this proposed 
contract? 

 Have you been awarded any contracts or subcontracts for the same or 
similar items within the past three years?  

• If yes, identify item(s), customer(s), and contract number(s) 
• Note that cost disclosure on previous cost experience is required 

even if the data was not used in developing the proposal.  
 Is this proposal consistent with your established estimating and 

accounting practices and procedures? 
 
 
2.2 OVERVIEW: 
The Overview section shall provide a comprehensive narrative summary describing how the 
proposed costs were generated.  The following sections are to be included: 
 

A. A list of all ground rules and assumptions used in estimating. 
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B. A summary description of the offeror’s standard estimating system or methods used to 
estimate labor, material, other direct costs, and indirect costs.  Identify any deviations from 
the standard estimating procedures in preparing this proposal. 
 
C. An explanation of the escalation and/or inflation rates used in the proposal.  Include a 
description of the basis for the rates and the logic for their application. 

 
 
2.3 COST SUMMARY: 
Separate cost summaries are to be provided for each CLIN.  Each cost summary section 
consists of the following: 
 

A. Cost by WBS 
 

(1) Cost Data Summary:  The offeror and each subcontractor with a value expected in 
excess of one million dollars shall provide a Cost Data Summary using the WBS.  
Subtotals shall be provided at each higher level of the WBS.  This report should include 
the following information:  

i. Contract Number 
ii. Point of Contact (POC) 
iii. Period of Performance 
iv. Report “As of” date 
v. Costs incurred to date (showing non-recurring, recurring, and total costs for 

each WBS element) 
 

Costs shall be provided in Then Year dollars (TY$).   
 

(2) Functional Cost Hour Breakout: The offeror and each subcontractor with a value 
expected in excess of one million dollars shall provide a Function Cost Hour Report, to 
the lowest WBS level at which estimates were developed.  Subtotals shall be provided at 
each higher level of the WBS.   

 
B. Funding Profile.  The offeror shall provide a monthly funding profile in TY$ and hours to 
the lowest level of the WBS. 

 
2.4 PROGRAM INFORMATION: 
The offeror shall provide the following program information: 
 

A. Master schedule.  The contractor shall provide a schedule showing all major program 
milestones. 
 
B. Software Description.  For each Computer Software Configuration Item (CSCI) the 
contractor shall provide the following software information: 
  

1. CSCI Title 
 
2. Description of the CSCI Function. 
 
3. Total Line of Code: 
  Number of Lines Code: New  
  Number of Lines Code: Modified 
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  Number of Lines Code: Reused. 
 
4. Software Language(s).  If more than one please provide a breakout of the Lines of 
Code (see 3 above) for each language. 
 
5. Software Development Schedule. 

 
C. Test Description.  Contractor tests (both ground and flight) shall be clearly defined by 
describing the number and purpose of tests, number of test articles, test durations (days 
and/or months), etc.  The contractor shall clearly indicate the quantity and type of laboratory 
tests, field fly-over tests, etc. 
 
D. CLIN/WBS/SOW Matrix.  The offeror shall provide a matrix which correlates WBS 
elements with Statement of Work (SOW) tasks and the CLIN structure.   

 
Note: the software and testing section can be removed if the services contract does not include 
software development tasks or testing tasks.  

 
2.5 DETAILED SUBSTANTIATION (LABOR HOURS): 
Detailed substantiation consists of a written discussion explaining the basis for proposed labor 
hours. 
 

A. Basis of Estimate.  A written discussion explaining the basis for proposed labor hours for 
each category (engineering, program management, etc.) shall be provided at the lowest 
WBS level for which the estimate was developed.  For each WBS element, there shall be 
supplied a task description describing the work to be performed, the specific rationale or 
methodology used to estimate the cost of the effort, and the substantiating data.  Include 
any cross checks used to verify the reasonableness of the estimate.   
 
General statements such as “estimates were derived from engineering judgment” are not 
considered as acceptable substantiation unless the details of the engineering analysis 
and/or similar systems analysis are provided.  Where parametric, simulation or statistically 
derived models are used; the offeror shall provide sufficient description to permit the 
government to duplicate the results and to apply the model to the proposal and to similar 
existing systems.  When citing actuals from other programs, the cost information from the 
cited program(s) must be provided along with the specific technical and programmatic 
details to allow evaluation.  
 
B. If manufacturing standards are used in developing any estimates, indicate the quantities 
at which the standards are established and what factors are applied to these standards.  
Identify any learning curve(s), realization/efficiency factors used, and provide data to 
substantiate those curves and factors.   

 
2.6 DETAILED SUBSTANTIATION (MATERIAL DOLLARS): 
Detailed substantiation consists of written discussion explaining the basis for all proposed 
material dollars.  
 

A. The Materials listing (i.e. Bill of Materials (BOM)) shall be clearly traceable to the Cost 
Summary.  The contractor shall identify and explain all factors and adjustments used and 
shall clearly show how the detailed material costs “roll up” into the Cost Summary. 
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2.7 DETAILED SUBSTANTIATION (OTHER DIRECT COSTS): 
Detailed substantiation shall be provided in contractor format identifying and explaining travel, 
computer, and other direct costs along with the substantiation for these costs. 
 
2.8 RATES AND FACTORS: 
Information on rates used in the proposal shall be provided in contractor format.  The following 
specifics are required: 
 

A. A copy of the direct and indirect rates used in the proposal.  Include the basis for the 
rates applied. 
 
B. An explanation of how the offeror has computed and applied the indirect costs; include 
the contractor cost to sell equations for the different labor categories and for material.   
 
C. A copy of the latest Forward Pricing Rate Agreement (FPRA).  If there is any deviation 
between the rates and burdens used for this proposal and those in the FPRA, a written 
discussion supporting this deviation is required.  

 
2.9 GOVERNMENT FURNISHED EQUIPMENT, FACILITIES, INFORMATION (GFE, GFF, and 
GFI): 
Any government owned equipment, facilities, and/or information required for the performance of 
this contract shall be listed on a separate schedule in WBS order which indicated each item’s 
estimated value, and in which phase the item is first required.   
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Appendix 4: Condenses Services Section L Cost Instructions 
 
The following example instructions are the same as those presented in Appendix 3, except 
several of the sections have been shortened in order to provide shorter instructions for less 
complex services contracts.  Specifically, the sections regarding the organization (section 2.0) 
and program information (section 2.4) were tailored and the detailed substantial of material 
dollars (section 2.6) was removed.   
 
1.0 GENERAL COST INSTRUCTIONS: 
1.1 Cost proposal information shall be submitted in accordance with the specific requirements 
provided in the following sections.  These requirements are applicable to both the prime 
contractor and each subcontractor where the subcontract dollar value is expected to exceed 
one million dollars.  If any information is considered proprietary by the subcontractor, that 
information shall be submitted under separate cover directly to the government.  
 
1.2 Overall clarity and completeness of the proposal are of the utmost importance.  A clear 
explanation of the basis for each portion of the proposal at the lowest level for which estimates 
were developed must be included.  All pertinent information and supporting data, consistent with 
the offeror’s cost accounting system shall be included in sufficient detail to permit evaluation.  
However, the general rule the offeror shall follow is that the quality of information is significantly 
more important than the quantity.  Proposals containing voluminous computer print-outs without 
explanations are neither required nor desired.  The offeror must submit with the proposal, and 
clearly identify any and all cost or pricing data used in developing their estimates.  In addition, 
the offeror must submit with the proposal any information reasonably required to explain their 
estimating process, including: 
 

A. judgmental factor applied 
 
B. parametric, mathematical equation or any other method used to estimate, including 
those used in projecting from known data; and 
 
C. the nature and amount of any contingencies included in the proposed price 

 
1.3 The contractor shall propose costs in accordance with the Work Breakdown Structure 
(WBS) provided herein.  If no WBS has been specified by the Government, the contractor shall 
develop a WBS following the guidance from the Government Accountability Office’s (GAO) Cost 
Estimating and Assessment Guide, Chapter 8. 
 
1.4 All cost information provided in the detailed substantiation shall trace to the cost summary 
which shall trace to the Contract Proposal Pricing Sheet 
 
2.0 ORGANIZATION: 
The cost proposal shall consist of the following sections: 
 
 Section 1 – Contract Proposal Pricing Sheet 
 Section 2 – Overview 
 Section 3 – Cost Summary 
 Section 4 – Program Information 
 Section 5 – Detailed Labor Hour Substantiation 
 Section 6 – Detailed Other Direct Costs (ODC) Substantiation 
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 Section 7 – Rates and Factors 
 Section 8 – Government Furnished Equipment/Facilities/Information 
 
2.1 CONTRACT PROPOSAL PRICING SHEET: 
The Prime contractor shall submit a contract proposal pricing sheet and supporting cost and 
pricing data per Table 15-2 in the FAR.  Cost pricing data (as defined by FAR 15-408) is factual 
and verifiable.   
 
2.2 OVERVIEW: 
The Overview section shall provide a comprehensive narrative summary describing how the 
proposed costs were generated.  The following sections are to be included: 
 

A. A list of all ground rules and assumptions used in estimating. 
 
B. A summary description of the offeror’s standard estimating system or methods used to 
estimate labor, material, other direct costs, and indirect costs.  Identify any deviations from 
the standard estimating procedures in preparing this proposal. 
 
C. An explanation of the escalation and/or inflation rates used in the proposal.  Include a 
description of the basis for the rates and the logic for their application. 

 
2.3 COST SUMMARY: 
Separate cost summaries are to be provided for each CLIN.  Each cost summary section 
consists of the following: 
 

A. Cost by WBS 
(1) Cost Data Summary:  The offeror and each subcontractor with a value expected in 
excess of one million dollars shall provide a Cost Data Summary using the WBS.  
Subtotals shall be provided at each higher level of the WBS.  This report should include 
the following information:  

i. Contract Number 
ii. Point of Contact (POC) 
iii. Period of Performance 
iv. Report “As of” date 
v. Costs incurred to date (showing non-recurring, recurring, and total costs for each 

WBS element) 
 
Costs shall be provided in Then Year dollars (TY$).   
 
(2) Functional Cost Hour Breakout: The offeror and each subcontractor with a value 
expected in excess of one million dollars shall provide a Function Cost Hour Report, to 
the lowest WBS level at which estimates were developed.  Subtotals shall be provided at 
each higher level of the WBS.   
 

B. Funding Profile.  The offeror shall provide a monthly funding profile in TY$ and Hours to 
the lowest level of the WBS. 

 
2.4 PROGRAM INFORMATION: 
The offeror shall provide the following program information: 
 

Presented at the 2016 ICEAA Professional Development & Training Workshop - www.iceaaonline.com/atlanta2016



A. Master schedule.  The contractor shall provide a schedule showing all major program 
milestones. 
 
B. Test Description.  Contractor tests (both ground and flight) shall be clearly defined by 
describing the number and purpose of tests, number of test articles, test durations (days 
and/or months), etc.  The contractor shall clearly indicate the quantity and type of laboratory 
tests, field fly-over tests, etc. 
 
C. CLIN/WBS/SOW Matrix.  The offeror shall provide a matrix which correlates WBS 
elements with SOW tasks and the CLIN structure.   

 
Note: the testing section can be removed if the services contract does not include testing tasks.  
 
2.5 DETAILED SUBSTANTIATION (LABOR HOURS): 
Detailed substantiation consists of a written discussion explaining the basis for proposed labor 
hours. 
 

A. Basis of Estimate.  A written discussion explaining the basis for proposed labor hours for 
each category (engineering, manufacturing, tooling, etc.) shall be provided at the lowest 
WBS level for which the estimate was developed.  For each WBS element, there shall be 
supplied a task description detailing the work to be performed, the specific rationale or 
methodology used to estimate the cost of the effort, and the substantiating data.  Include 
any cross checks used to verify the reasonableness of the estimate.   
 
General statements such as “estimates were derived from engineering judgment” are not 
considered as acceptable substantiation unless the details of the engineering analysis 
and/or similar systems analysis are provided.  Where parametric, simulation or statistically 
derived models are used; the offeror shall provide sufficient description to permit the 
government to duplicate the results and to apply the model to the proposal and to similar 
systems.  When citing actuals from other programs, the cost information from the cited 
program(s) must be provided along with the specific technical and programmatic details to 
allow evaluation.  
 
B. If manufacturing standards are used in developing any estimates, indicate the quantities 
at which the standards are established and what factors are applied to these standards.  
Identify the learning curve(s), realization/efficiency factors used, and provide data to 
substantiate those curves and factors.   

 
2.6 DETAILED SUBSTANTIATION (OTHER DIRECT COSTS): 
Detailed substantiation shall be provided in contractor format identifying and explaining travel, 
computer, and other direct costs along with the substantiation for these costs. 
 
2.7 RATES AND FACTORS: 
Information on rates used in the proposal shall be provided in contractor format.  The following 
specifics are required: 
 

A. A copy of the direct and indirect rates used in the proposal.  Include the basis for the 
rates applied. 
 
B. An explanation of how the offeror has computed and applied the indirect costs; include 
the contractor cost to sell equations for the different labor categories and for material.   
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C. A copy of the latest Forward Pricing Rate Agreement (FPRA).  If there is any deviation 
between the rates and burdens used for this proposal and those in the FPRA, a written 
discussion supporting this deviation is required.  
 

 
2.8 GOVERNMENT FURNISHED EQUIPMENT, FACILITIES, INFORMATION (GFE, GFF, and 
GFI): 
Any government owned equipment, facilities, and/or information required for the performance of 
this contract shall be listed on a separate schedule in WBS order which indicated each item’s 
estimated value, and in which phase the item is first required.   
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Appendix 5: Section M Cost Criteria Example 
 
Section M includes details regarding the evaluation of more factors than cost; this example will 
provide a basic cost evaluation factor but will skip the other factors that can be included as part 
of Section M.  Any combination of the criteria listed below can be used and tailored for specific 
acquisitions.  It is recommended that the analyst who will perform these evaluations works 
closely with the contract specialist and contracting officer to develop these criteria for the RFP. 
 
Cost/Price Factor Evaluation Ratings:  Cost/Price, while being an important factor, is not the 
determining factor in the selection of the successful offer for award of the contract planned by 
this solicitation. Cost/Price is not scored; rather, each offeror's cost will be evaluated for realism 
and reasonableness of the proposed contract cost. 
 
Realism: The government will evaluate the realism of the proposed cost by assessing the 
compatibility of the proposed cost with the proposal’s scope and effort. For the cost to be 
realistic, it must reflect what it would cost the offeror to perform the effort if performed with 
reasonable economy and efficiency. The cost realism evaluation includes a review of the overall 
costs in the offeror's proposal to determine: 
 

• If costs are realistic for the work proposed; 
• If costs reflect a clear understanding of the requirements; and 
• If costs are consistent with the unique methods of performance and materials described 

in the offeror’s technical proposal5 
 
Reasonableness: The government will evaluate the reasonableness of the proposed cost/price 
for the contract’s base and option periods by assessing the acceptability of the offeror's 
methodology used in developing the cost/price estimates. For the cost to be reasonable in its 
nature and amount, it should not exceed the cost which would be incurred by a prudent person 
in the conduct of a competitive business. Reasonableness takes into account the context of a 
given source selection, including current market conditions and other factors that affect the 
ability of an offeror to perform the contract requirements. Reasonableness depends upon a 
variety of considerations and circumstances, including: 
 

• Whether the proposed cost/price are the type of cost generally recognized as ordinary 
and necessary for the conduct of the offeror's business or the contract performance; 

• The cost/price are aligned with generally accepted sound business practices, Federal 
and State laws and regulations, etc.; and 

• The cost/price contains any significant deviations from the offeror's established 
practices6 

5 These criteria are taken from the AFIT and FAI Contract Pricing Reference Guide, Volume IV, Chapter 8 and are 
consistent with the FAR sections 15.101, 15.401, and 15.404-1(d).  The Contract Pricing Reference Guide provides 
additional information regarding the cost realism process and how to implement cost realism during contract 
evaluation and how to consider cost realism analysis for cost-reimbursable proposals and fixed-price proposals. 

6 These criteria were taken from the FAR Section 31.201-3.  It may also be beneficial to include specific ways that the 
offeror’s proposals may be examined for reasonableness as part of this section.  For example, one method could be 
establishing an IGCE and comparing the proposed prices to the IGCE.  Additional methods of comparison for 
reasonableness are listed and explained in the AFIT and FAI Contract Pricing Reference Guide, Volume I, Chapter 6 
and are summarized in Table 2 in the body of this paper. 
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