BUSINESS CLEARANCE MEMORANDUM  NON-COMPETITIVE

SECTION I - BCM COVER SHEET AND SIGNATURE PAGE.
Contracting Activity:  
US Army TACOM-     

Date:  02/23/99 FORMTEXT 

02/23/99





Acquisition Center





AMSTA-     
Description of Item/Service being obtained:       

Contract Type:  FORMDROPDOWN 
 



Contractor’s Name and Address:          

Solicitation            

Contract No.       

Contractor Proposal $         

total, including options
Pricing Structure for the Pre-negotiation Objective:


Target
Minimum
Maximum

Dollars
     
     
     

Share Ratio (if applicable)
     
     
     

Incentives/Award Fees (if applicable)
     
     
     

Period of Performance:       

CONTRACT SPECIALIST(Sign)__________________________________
Date:     
  Printed or Typed Name:           

  TELEPHONE EXT:          

  E-MAIL:     
REVIEWER (Sign)

 __________________________________
Date:     
  Printed or Typed Name:       

PRENEGOTIATION BCM

APPROVED (Sign)

  _________________________________
Date:     
  Printed or Typed Name:     
   FORMCHECKBOX 
 See attached list of conditions which must be met.

POSTNEGOTIATION BCM

APPROVED (Sign)

  _________________________________
Date:     
  Printed or Typed Name:     
   FORMCHECKBOX 
See attached concurrence sheet as required.

SECTION II - PRENEGOTIATION BCM DATA
A. Introduction:        (who) submitted their proposal on       (date) upon the request of the Government for       (description, quantities) This requirement is needed      (purpose). The Government negotiation position was developed utilizing cost analysis IAW FAR15.805-3, the contractors cost proposal, Government's technical evaluation and  Forward Pricing Rates.

A comprehensive technical review was accomplished by SMCAR-     .  The evaluation was based on:

 FORMCHECKBOX 
 actuals incurred for similar efforts under Contract      
 FORMCHECKBOX 
 and on engineering judgment.

 The Pre-BCM documents the methods used by the contractor to develop the proposal, the negotiator to develop the prenegotiation objective and the price, technical and audit support to develop their recommendations.  
B. Prenegotiation Compliance: 

 FORMCHECKBOX 
 1. Acquisition Plan (AP) Approved on       

 FORMCHECKBOX 
 2. Justification (J&A) Approved on      .

C. The Procurement History for this       follows:       .

Provide a description of the item/service/ program and its procurement history.
D.  Type of Contract:  This action is a  FORMDROPDOWN 
.

E.  Source Selection.  

 FORMCHECKBOX 
  A notice of intent to contract on a sole source basis was synopsized in the Commerce Business Daily iaw FAR 5.2.  The number of responses equaled      .  The contracting officer's evaluation and disposition of the responses follows:       . The effect of synopsis results on this action or any follow-on actions follows:      . 

 FORMCHECKBOX 
  A Notice to contract on a sole source basis was not synopsized because      .  The contracting officer has approved a Waiver to synopsis based on FAR 5.202(a)      .

(a)  If a notice of intent to contract on a sole-source basis was synopsized in accordance with FAR Subpart 5.2, provide (1)  the number of responses, (2) contracting officer’s evaluation and disposition of responses, (3) discussion of the effect of synopsis results on this action and/or follow-on actions.

E.  Pre-negotiation cost analysis. 

Cost Element
Offeror's Proposal
Price./Technical
Pre-negotiation Objective
Maximum

Total Material Cost
     
     
     
     

Total Labor costs
     
     
     
     

G&A
     
     
     
     

Total Cost
     
     
     
     

Profit %
     
     
     
     

Total Profit Cost
     
     
     
     

Cost of Money
     
     
     
     

Warranty
     
     
     
     

Total Price
     
     
     
     

Provide a summary by major cost element of (a) the offeror’s proposal, (b) price/technical recommendations, (c) the prenegotiation objective and (d) a maximum position.  Identify areas of nonconcurrence with the price/technical recommendations following the summary.  

1. A detailed Material breakout follows:

Cost Element
Offeror's Proposal
Price./Technical
Pre-negotiation Objective
Maximum

Subcontracts
     
     
     
     

Raw Material
     
     
     
     

Subtotal
     
     
     
     

Quote Decrement
     
     
     
     

Scrap Material
     
     
     
     

Cash Discounts
     
     
     
     

Other      
     
     
     
     

Other      
     
     
     
     

Total Material
     
     
     
     

Material:  The technical evaluator took  FORMDROPDOWN 
   Material Exception(s):      .

2. A detailed Labor Hour breakout follows:

Cost Element
Offeror's Proposal
Price./Technical
Pre-negotiation Objective
Maximum

Quality Control
      
     
     
     

Tool Design
     
     
     
     

NC Programming
     
     
     
     

Subtotal Engineering
     
     
     
     

Fabrication
     
     
     
     

Assembly
     
     
     
     

Inspection
     
     
     
     

Subtotal Manufacturing
     
     
     
     

Other      
     
     
     
     

Other      
     
     
     
     

Other      
     
     
     
     

Total Direct  Labor Hours
     
     
     
     

Labor Hours: The technical evaluation took  FORMDROPDOWN 
 

Labor Hour Exception(s):       .  Additional information:      .

3. A detailed Labor Rate (Direct and Indirect Labor Rates) breakout follows: -

Cost Element
Offeror's Proposal
Price./Technical
Pre-negotiation Objective
Maximum

Quality Control
      
     
     
     

Tool Design
     
     
     
     

NC Programming
     
     
     
     

Subtotal Engineering
     
     
     
     

Fabrication
     
     
     
     

Assembly
     
     
     
     

Inspection
     
     
     
     

Subtotal Manufacturing
     
     
     
     

Other      
     
     
     
     

Other      
     
     
     
     

Other      
     
     
     
     

Total Direct  Labor Hours
     
     
     
     

The contractor prepared the proposal utilizing the agreement to forward pricing rates.   FORMDROPDOWN 
 was/were taken to any of the proposed rates.  Rate Exception(s):     .  Additional information:      .

F.  Profit:  The contractor proposed a profit of      %.  IAW 15.902(f), the price analyst recommended a profit rate of      %.   FORMDROPDOWN 
 values were assigned for both performance, risk and contract type. Additional information:      . 

J.  Exhibits:  

 FORMCHECKBOX 
  Contractor Proposal

 FORMCHECKBOX 
  Technical Evaluation

 FORMCHECKBOX 
  Pricing Report

 FORMCHECKBOX 
  Audit Report

Include items such as Material, Material Overhead, Direct Labor, Labor Overhead, ODC’s, G&A, FCCM, Pre Contract Costs Approved , UCA Amount 

Paid, Profit/Fee
NOTE:  Any entries in the “maximum” column require a narrative explanation. 
Each major cost element should be discussed in sufficient detail to describe how the position was developed.  To the extent possible, the cost discussion should be organized from highest to lowest dollar value with supporting rationale focused on the high dollar cost drivers.  The prenegotiation objective, and maximum position (if applicable) must be fully supported.  Examples of items that should be discussed and questions that should be addressed for the “usual” major cost elements follow.  The use of computer printouts, graphs, etc. are encouraged and should be attached to the BCM as exhibits.  Before discussing each major cost element presented in this section, provide a breakdown to the level it was analyzed.  For example “Material” could be broken down as follows: Subcontracts,Purchased Parts;Raw Material,  Subtotal,Quote Decremant,Scrap material,Cash Discounts;  Total Material

The bottom line total amount in each major cost element should track back to the major cost elements of the summary.  Any further subdivision should be summarized in a similar manner and the total of the subdivided element should track to the corresponding entry before it was subdivided.

Material.When the analysis of material is performed at the individual part number level, a priced Bill of Materials (BOM) or a listing of the parts comprising approximately 80% of the total material dollars should be attached to the BCM as an exhibit.  When practical, the BOM should be provided in descending dollar order.  The narrative discussion of the BOM should explain the basis of the proposed, DCAA, and objective prices in general terms; for example, state whether prices are based upon quotations, purchase order history, purchase orders, or estimates.  The high dollar items of the BOM should then be individually discussed to the maximum extent practical.  Discuss individual items where significant costs are questioned.  If sampling is used in the proposal or as an evaluation tool, explain the methodology and provide the results.

When the material prices are based on quotations, discuss the application of a decrement factor (the amount of reduction, expereinced by the contractor when converting quotations to purchase orders).  Ideally, a contractor’s historical decrement percentage should be determined and applied.
Any factors applied to the base material costs should be identified and discussed such as scrap/attrition and cash discounts.
A matrix listing noncompetitive subcontracts over $500,000 shall be provided.  The matrix should indicate the Price/Tech- nical position, the prime contractor’s cost analysis position and the objective position.  A narrative rationale for each position should be provided and referenced on the matrix.  When a DCAA assist audit has not been obtained, explain.  Other major noncompetitive subcontracts should be included when appropriate.
List the items, the quantities and the percentage of material dollars that are competitive.
Provide a breakdown of material overhead dollars by offeror’s fiscal year.  The breakdown should show the Material Overhead Rates and the amounts to which they were applied.  The discussion of the basis of the proposed and objective rates may be presented here in a separate analysis with other overhead rates and the G&A.
Any nonrecurring material costs should be identified.
    Direct Labor.
   Direct Labor Hours

  Provide a breakout of the proposed, Price/Technical, Objective and Maximum (if applicable) positions by labor category at the level evaluated.  Summary level categories of hours, such as engineering and manufacturing should be grouped separately and subtotaled.  To the extent practical, the subcategories should be listed in descending order of magnitude.  Hours should also be grouped according to the overhead rates that will apply.  An example of a breakdown of labor hours is shown : Quality Control,Tool Design, NC Programming,   Subtotal Engineering, Fabrication, Assembly,Inspection,  Subtotal Manufacturing

Total Direct Labor Hours- Provide a general summary description of the methodologies used to develop the offeror’s and the Government’s positions.  Discuss the contractor’s work measurement system and how the data was considered in developing the prenegotiation objective(s).  (DFARS 215.872)

Provide a detailed description of how the prenegotiation position(s) were developed for each significant grouping of labor hours.  Generally approximately 80% of the hours should be addressed in detail.  Smaller groupings of hours may be supported by referencing the source document such as a technical or audit report.  Detailed descriptions should include a depiction of any historical actual hours that are available and how they were analyzed and used to develop the objective.

For manufacturing hours, if learning curves are used, show the actual points, midpoints, slope and correlation.  Graphs are encouraged.  If standard hours and realization factors are used, indicate the technique used by the contractor to develop the standards and their acceptability to the Government.  Show the unit standard hour work content and expected efficiency.  Discuss improvements in efficiency expected from learning, new equipment, process changes, etc.
For engineering hours, discuss any cost estimating relationships used and demonstrate the calculations that result in the objective position(s).  If manloading estimates are made, show the history and the calculations used to convert headcounts to hours.
Direct Labor Rates.

Provide a matrix of the proposed , Price/Technical, objective and maximum (if applicable) labor rates by labor category and year.  Identify the number of hours to which each rate applies.
If a Forward Pricing Rate Agreement (FPRA) exists, identify the period covered.  Show the annual wage escalation amounts included in the agreement.
Identify any existing or forecasted labor union agreements.  Show the labor categories covered and the duration and terms of each agreement.
Discuss the reasonableness of the prenegotiation objective(s).
Other Direct Costs.  Provide a breakdown and discussion of the      offeror’s proposal, price/technical position, prenegotiation objective and maximum (if applicable) of each item.  Are the objective positions supported by actuals?

Overhead and G&A Rates.
Provide a matrix of the proposed, price/technical,    prenegotiation and maximum (if applicable) objective rates by the offeror’s fiscal year.  Show the dollar amount to which each rate is applied in developing the prenegotiation objective(s).

 If an FPRA exists, identify the period covered.  Is the agreement adequate and current?  How are actuals tracking to the agreement?
In the absence of an FPRA, provide supporting rationale for the offeror’s proposal and the prenegotiation objective(s).  As a minimum, support for the prenegotiation objective must include a discussion of the major elements of each overhead pool and base.  This requirement exists for Forward Pricing Recommended Rates (FPRRs) developed by the ACO, DCAA or locally developed rates (current DCMC regulations (DLAM 8105.1, Paras. 15.809-4(f) and (h)) require the ACO to prepare this documentation in the form of an FPRR Memorandum and provide it to all buying offices doing business with the contractor.)
Discuss the stability of the offeror’s business base and any potential changes that would affect overhead rates.
Facilities capital cost of money (FCCM).

Show the offeror’s proposal, price/technical, prenegotiation offeror fiscal year.  Show the objective amount that each rate and maximum (if applicable) objective positions for each will be applied to for this contract action.

State the Treasury rate used to calculate the objective factors.
Attach a completed DD Form 1861 to the BCM as an exhibit.
Warranty.

Discuss how the offeror’s proposed amount and the prenegotiation objective for the warranty were developed.

Demonstrate that the prenegotiation objective is reasonable and that the warranty is cost effective.
F. Prenegotiation profit/fee analysis:  (See DFARS Subpart 215.9):          Discuss the contractor’s proposed profit/fee/rate.  Discuss the history of the profit rate, award fee, percentage of award fee earned, cost overruns/underruns on any flexibly priced contracts, etc.
    When the DD Form 1547 is used, attach a copy as an exhibit.  Discuss the analysis and conditions which resulted in the assigned weights.  Discuss the allocation of facilities capital to the contract action.  When the alternate structured approach is used, discuss the rationale used to develop proposed profit/fee.

    Discuss the incentive/award fee structure, if appropriate.  For incentive contracts, the use of graphs is encouraged.  Discussion should address the determination of incentive share ratios, ceiling price, minimum/maximum fee structure, Point of Total Assumption (PTA) analysis and, for CPIF, the range of cost incentive effectiveness.  For award fee contracts, attach the award fee clause and plan to the BCM as an exhibit.    
G. Prenegotiation price analysis:        
In accordance with FAR 15.805-1(b) and 15.805-2, the contracting officer is required to perform a price analysis to determine that the price is fair and reasonable.  This requirement is in addition to cost analysis.  When the performance of a price analysis is not practical, the contracting officer shall document the file accordingly (FAR 15.805-1(b)).  See the Armed Services Pricing Manual and FAR 15.805-2 for examples of price analysis techniques.  For follow-on buys, include a comparison of the prenegotiation objective to historical unit prices adjusted for inflation, engineering change proposals, and any other variables that may exist. 

H. Special contract requirements:      
    List any special contract requirement which may affect source selection or price, and attach a copy to the BCM as an exhibit.  Examples of special requirements which must be discussed in this section are:

   
Economic Price Adjustment  (EPA)

   
Government Furnished Property  (GFP) - Give details of the amount and type of GFP, and discuss how the GFP affected the source selection or price of a proposed contracting action.  Discuss the contractor’s approach to using GFP and the relative benefits derived from the contractor’s approach


Unusual contract financing clauses, i.e., milestone billings, advance payments


Small business incentives


Deviations to FAR, DFARS, AFARS, other departmental regulations


Warranty provisions


Design to cost


Liability to third persons


Rights in technical data


Special tooling/special test equipment - Discuss the requirements of FAR 45.306 and 45.307 with regard to the acquisition of special tooling and special test equipment


contingent liabilities


Safety/surety issues


Discuss whether or not data for competitive reprocurement is being obtained.  Discuss cost, delivery and whether or not the Government will get unlimited rights. 

I. Negotiation Strategy:        Set forth the negotiation strategy for the action.
J. List of Prenegotiation BCM Exhibits and Other Key Documents.

 FORMCHECKBOX 
 Acquisition Plan

 FORMCHECKBOX 
 Solicitation and Amendments

 FORMCHECKBOX 
 Contractor Proposal(s)

 FORMCHECKBOX 
 DCAA Reports

 FORMCHECKBOX 
 ACO Reports

 FORMCHECKBOX 
 Technical Reports

 FORMCHECKBOX 
 Pre-Award Survey

 FORMCHECKBOX 
 Past Performance Management Information System Reports

 FORMCHECKBOX 
 Contracting Officer's Determination of Competitive Range

 FORMCHECKBOX 
 Other:      
Check key documents which are not attached to the prenegotiation BCM and list all exhibits in the order in which they appear, giving the Exhibit No.  Identify each document by reference number and date. 
