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Purpose of This Guideline
 This guideline explains the basic requirements for proposals submitted to
Raytheon when cost or pricing data are required.
 This guideline does not apply to proposals that are:
– Valued at less than the cost or pricing threshold set in FAR 15.403-4.
– Based on competition.
– Based on commercial pricing.

 Questions regarding these requirements should be addressed to your
Raytheon Supply Chain contact.
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Supplier Proposal Adequacy Checklist
 Raytheon Policy requires suppliers to complete a Raytheon Supplier Proposal
Adequacy Checklist (sent with the RFP) for all proposals that exceed $2,000,000.
– Additionally, Raytheon requests the cost element breakdown, bill of material and labor detail in
Excel format.

 The purpose of this form is as follows:
– To provide the supplier with a checklist to help ensure that all the supporting documentation has been
included so the proposal will be deemed adequate by Raytheon, our customer and the DCAA.
– To provide Raytheon with a tool to more quickly verify where the supporting documentation can be
found in the proposal.

 An example is provided on the next slide and under the commercial justification
section of this module.

Index
Raytheon Policy

6/15/2018

4

Supplier Proposal
Adequacy Checklist Example

SPAC File

Index
6/15/2018
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Cover Sheet
 Include a cover sheet that includes the following information:
–
–
–
–
–
–
–
–
–
–
–

Solicitation number, contract and/or modification number.
Name and address of offeror.
Name and telephone number of point of contact.
Name of contract administration office (if available).
Type of contract action (that is, new contract, change order, price revision/redetermination, letter
contract, unpriced order or other).
Proposed cost, profit or fee, and total price – maximum proposal value.
If you will require the use of government property.
Whether your organization is subject to cost accounting standards (CAS) – see details in FAR 15.408,
Table 15-2, I.A. (8).
The statement designated in FAR 15.408, Table 15-2, I.A. (9).
Date of submission.
Name, title and signature of authorized representative.

 Most contractors use the Government Form 1411.
 An example is provided on the next slide.

Index
FAR 15.408, Table 15-2, I.A.
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Cover Sheet Example
Solicitation/Mod No.

1. SOLICITATION/CONTRACT/MODIFICATION FORM APPROVED
NO.
OMB NO.
9000-0013

CONTRACT PRICING PROPOSAL COVER SHEET

NOTE: This form is used in contract actions if submission of cost of pricing data is required.
2. NAME OF ADDRESS OF OFFEROR

3A. NAME AND TITLE OF OFFEROR'S POINT
OF CONTACT

3B. TELEPHONE NO.

Point of Contact

4. TYPE OF CONTRACT ACTION
(Check)
A. NEW CONTRACT
D. LETTER CONTRACT
B. CHANGE ORDER
E. UNPRICED ORDER
C. PRICE REVISION/
F. OTHER (Specify)
REDETERMINATION
5. TYPE OF CONTRACT
FFP
FPI

Period of
Performance

CPFF

(Check)
CPIF

CPAF

6. PROPOSED COST
B. PROFIT/FEE

A. COST

$

OTHER (Specify)

-

$

$

-

7. PLACES(S) AND PERIOD(S) OF PERFORMANCE

8. List and reference the identification, quantity and total price proposed for each contract line item. A line item cost breakdown supporting this recap is
required unless otherwise specified by the Contracting Officer.
(Continue on reverse, and then on plain paper, if necessary. Use same headings.)
A. LINE ITEM NO.
B. IDENTIFICATION
C. QUANTITY
D. TOTAL PRICE E. REF.

9. PROVIDE NAME, ADDRESS, AND TELEPHONE NUMBER FOR THE FOLLOWING

Name of contract
administration
office

Proposed Cost

(A+B=C)
C. TOTAL

-

A. CONTRACT ADMINISTRATION OFFICE

B. AUDIT OFFICE

10. WILL YOU REQUIRE THE USE OF ANY GOVERNMENT PROPERTY
IN THE PERFORMANCE OF THIS WORK?
(If "Yes," identify)

11A. DO YOU REQUIRE GOVERNMENT CONTRACT FINANCING
TO PERFORM THIS PROPOSED
CONTRACT?
(If "Yes," complete
Item 11B)
YES
NO

YES

NO

12. HAVE YOU BEEN AWARDED ANY CONTRACTS OR SUBCONTRACTS
FOR THE SAME OR SIMILAR ITEMS WITHIN THE PAST 3 YEARS?
(If "Yes," identify item(s), customer(s), and contract number(s))
YES

YES

NO

C. HAVE YOU BEEN NOTIFIED THAT YOU ARE OR MAY BE IN NONCOMPLIANCE WITH YOUR DISCLOSURE STATEMENT OR COST
ACCOUNTING STANDARDS?
(If "Yes," explain in proposal)
YES
NO

11B. TYPE OF FINANCING
(Check one)
ADVANCE
PROGRESS
PAYMENTS PAYMENTS
GUARANTEED LOANS

13. IS THIS PROPOSAL CONSISTENT WITH YOUR ESTABLISHED ESTIMATING AND ACCOUNTING PRACTICES AND PROCEDURES AND
FAR PART 31 COST PRINCIPLES?
(If "No," explain)

NO

YES

A. WILL THIS CONTRACT ACTION BE SUBJECT TO CASB REGULATIONS?
(If "No," explain in proposal)

(If available)

NO

B. HAVE YOU SUBMITTED A CASB DISCLOSURE STATEMENT
(CASB DS-1 OR 2)? (IF "Yes," specify in proposal the office to which
submitted and if determined to be adequate)
YES
NO
DCMC, Burlington MA
D. IS ANY ASPECT OF THIS PROPOSAL INCONSISTENT WITH YOUR
DISCLOSED PRACTICES OR APPLICABLE COST ACCOUNTING
STANDARDS? (If "Yes," explain in proposal)
YES
NO

This proposal reflects our estimates and/or actual costs as of this date and conforms with the instructions in FAR 15.403-5(b)(1) and Table 15-2.
By submitting this proposal, we grant the Contracting Officer and authorized representative(s) the right to examine, at any time before award,
those records, which include books, documents, accounting procedures and practices, and other data, regardless of type and form or whether
such supporting information is specifically referenced or included in the proposal as the basis for pricing, that will permit an adequate evaluation
of the proposed price.

Additional Examples

15. NAME AND TITLE

(Type)

16. NAME OF FIRM

17. SIGNATURE

Good

Bad

NSN 7540-01-142-9845

Include Statement
from FAR 15.408,
Table 15-2, I.A. (9)

18. DATE OF SUBMISSION

1411-102

STANDARD FORM 1411 (REV. 9-95)
Prescribed by GSA

Form 1411 or equivalent

Index
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Index Requirements
 Index of Certified Cost or Pricing Data
– Include an index that references where the supporting data for your estimate is located in
the proposal.
Example: FAR Index of Certified Cost or Pricing Data
Index should list all types of cost data included in the proposal submittal.

 It should include the following:
– Title of information being
referenced (summary cost
element breakdown,
material, labor, etc.).
– Location in the proposal
(page number or file name
and page if located in a
separate file).
– Cost element supporting

Cost Data Provided
Cost Elemental Breakdown
Consolidated Bill-of-Material (CBOM)
Vendor Quotations
PO History
Time-Phased Labor
Labor BOEs
Labor Actuals
Travel Details
Travel Calculations
Travelocity Quotes
Interdivisional Cost Elemental Breakdown
Interdivisional Quote
Interdivisional CBOM
Interdivisional Labor BOE
Interdivisional Travel Details

Location of Data
Proposal Section 1
Proposal Section 2
Proposal Section 2
Proposal Section 2
Proposal Section 3
Proposal Section 3
Proposal Section 3
Proposal Section 4
Proposal Section 4
Proposal Section 4
Proposal Section 5
Proposal Section 5
Proposal Section 5
Proposal Section 5
Proposal Section 5

Cost Element Supporting
Total Cost/Price
Material
Material
Material
Labor
Labor
Labor
ODC
ODC
ODC
IWO
IWO
IWO
IWO
IWO

Additional Examples

Index

Bad
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Cost Element Breakdown by Line Item
 Cost Element Breakdown by Line Item
– Cost elements include:
• Direct labor hours and cost by category
• Material [inclusive of any IOT (Interorganizational Transfer) and subtiers greater than $2,000,000]
• Subcontracts
• Other Direct Costs (ODC)
• Direct and Indirect Rates
– A cost element breakdown is required for each proposed line item. If the proposal covers multiple
price points or multiple years, a cost element breakdown will be required for each price point for each
year.
• For example, assume your proposal includes the
following three line items:
• The supplier would need to provide separate cost
element breakdowns for Parts ABC, ABB and the NRE
(reference example slide 11)

• There may be slight differences due to rounding
Index
6/15/2018

9

Cost Element Breakdown by Line Item Example

Additional Examples
Good

Bad

Index
6/15/2018
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Summary Cost Element Breakdown
 When more than one contract line item (Part number, NRE etc.) is
proposed, you must provide summary total amounts covering all items for
each element of cost. If the proposal covers a high, mid and low point, the
summary needs to only be for those points, not all the different
combinations that can result from range pricing. If the proposal is for
multiple years there needs to be a summary for each of the years.

– You would need to provide a summary by cost element that includes the total proposed value of
$3,060,939. See the next slide for an example showing the three individual cost elements being
combined into a summary.
- Slight differences due to rounding.
Index
FAR 15.408, Table 15-2, I.E.
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Summary Cost Element Breakdown Example

Additional Examples
Good

Bad

Index
6/15/2018
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Summary Cost Element Breakdown
 If the proposal is for a base year plus option years, there needs to be a summary Cost
Element Breakdown for each of the years at the points in the RFP requiring Cost or
Pricing.

Index
FAR 15.408, Table 15-2, I.E.

6/15/2018

13

Material
 Include a BOM for each individual part proposed. A BOM is a list of the
raw materials, subassemblies, etc., needed to manufacture a product.
– Provide your BOMs in Excel format.
– The consolidated and individual BOMs need to identify the following for each line item:
 Part number and description.
 Supplier.
 Quantity.
 Unit price – Unit pricing on the BOM should tie to the support.
 Total price.
 Basis for pricing (vendor quotes, purchase orders).**
**Source of pricing (PO, quote, etc.) must be referenced in the BOM.
– Raytheon will require copies of the support (i.e., quotes, purchase orders) for a sample of the
items on the BOM during the cost analysis.

Index
FAR 15.408, Table 15-2, II.A
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Material
 If attrition/yield or scrap are added to your material, you will need to
submit adequate basis of estimates and support as appropriate.
 There are times when your BOM may be impacted by minimum buys or
NRE that is passed along from your supplier. If this happens, make sure
this is clearly identified on the BOM and the supporting quotes or POs.
 In addition to the individual BOMs, FAR requires a consolidated BOM in
your proposal. A consolidated BOM is a listing of all the material needed
for the proposal. A consolidated BOM combines all the materials for each
of the parts being proposed, as well as assemblies, services or material
associated with NRE.

Index
FAR 15.408, Table 15-2, II.A
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Individual Bills of Material Example

CBOM Total
$302,913

Additional Examples
Good

Bad

Bad

Index
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Consolidated Bill of Material Example
 Below is an example of a consolidated BOM. This BOM was developed by taking
the three individual BOMs on the previous page and combining them together.
– In a consolidated BOM part numbers and quantities should be combined (or subtotaled) if they are the
same parts. For example the BOMs for Part Nos. ABC and ABB both require the same motor – Part
No. AA45621. In the consolidated BOM the requirements have been combined and reflect the total
number of motors that will be needed for this proposal.

Additional Examples
Good

Bad

Index
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Consolidated Bill of Material
 If the proposal is for a base year plus option years, there needs to be a
consolidated BOM for each of the years at each of the points in the RFP
requiring cost or pricing.

 To determine if a sub-tier cost analysis is required, the anticipated costs
for each sub-tier must be added together for all years proposed.
– In the above example there are two sub-tiers will require a cost analysis (Ray Dome and Motion
Bay) as the total value of the items being purchased exceeds the $2,000,000 threshold.

Index
6/15/2018
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Material
 Subcontracts:
– As previously stated, the requirements placed on prime offerors also apply to subcontractors. When
the government requires the prime to submit certified cost or pricing data, its suppliers must also
submit certified cost or pricing data to the prime contractor (or next-higher-tier subcontractor), as
appropriate. The exceptions to the certified cost or pricing data requirements for offerors also apply to
the offeror’s sub-tier suppliers. Certified cost or pricing data submittal requirements for the offeror's
sub-tier suppliers are described specifically in FAR Part 15.404-3(c)(1).

 Subcontractor sub-tier proposals
– A cost analysis report is required if any of the subcontractor’s sub-tier proposals exceed the Truth in
Negotiations Act (TINA) threshold of $2,000,000. These reports need to be submitted with the
proposal.

 If the cost analysis for a subcontractor is not complete at the time of your proposal
submittal, a schedule listing the estimated completion dates for each subcontractor
needs to be provided in the proposal.
 If an exemption applies that eliminates the need for a cost analysis (commercial or
competitively priced), documentation needs to be provided to support these claims.
Index
FAR 15.408, Table 15-2, II.A
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Material
 If you claim your supplier was competed and the value is over $2,000,000
you will need to provide the following:
– Evidence that an RFP or solicitation to bid was sent to two or more suppliers capable of
providing the goods or services requested.
 Copies of the quotes received from each of the suppliers who were competed.
 Supplier’s analysis with basis of rationale for why the winning bid represents the best value
(lowest price, technical considerations, etc.).
– If you claim your supplier’s parts or services are commercial refer to the commercial, section
in this.
Commercial Section

Index
FAR 15.408, Table 15-2, II.A
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Material
 Refer to the detailed instructions in the RFP when your proposal supports a base
year plus options contract or a long-term agreement. Guidance should be
provided here on the consolidation and sub-tier requirements. If you have any
questions regarding this, contact your Raytheon Supply Chain representative.
 Interorganizational costs
– Interorganizational costs transfers (IOTs), are defined as materials, supplies or services sold or
transferred between any divisions, subsidiaries or affiliates of an offeror under a common control.
– Noncompetitive IOTs: for noncompetitive IOTs priced at cost, cost volume detail is required.

 One more thing:
– If you have a supplier with a value in excess of $13.5 million or is greater than 10 percent of your total
proposal and exceeds $2,000,000, FAR 15.408 Table 15-2 requires that we submit the supplier’s
proposal and cost or pricing data with our own proposal.

Index
FAR 15.408, Table 15-2, II.A
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Labor
 Labor hours:
– Provide a time-phased (e.g., monthly, quarterly) breakdown of labor hours, rates and cost by
appropriate category, and furnish basis for estimates.

Good

Good

FAR 15.408, Table 15-2, II.B

Index
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Labor
 Labor hours:
– Proposed labor hours are generally a combination of direct and support labor hours.
 Direct labor hours – Hours that can be identified specifically to a final end item.
 Support labor hours – Hours that cannot be specifically identified to one end item. For
example, a production manager may be in charge of overseeing the manufacturing of multiple
parts.

Index
FAR 15.408, Table 15-2, II.B
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Labor
 You need to provide a breakdown of the labor hours by labor category and
function along with a basis of estimate for the proposed labor hours.
– For example if you propose 500 hours for an end item, you would need to provide a breakdown
by category/function (assembly, inspection, supervisor, engineer, etc.). You also need to provide
a detailed basis of estimate for each category/function showing how you arrived at the hours for
the proposed labor category.
– Generally the basis should be actual production history. An alternative approach is the use of
engineering estimates if the item has not been manufactured before.

 Cost Accounting Standards (CAS) 48 CFR 9904.401 requires that a
company is consistent between proposals and accounting practices. The
way a company estimates its labor hours needs to also be the way it
accumulates its production history. Reference FAR Part 52.230-2 Cost
Accounting Standards and 48 CFR 9903.201-1 (b) for exemptions.
Index
FAR 15.408, Table 15-2, II.B
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Labor Hours Example
Proposal No.: KLM.09.059
Date: October 7, 20XX

ABC Corporation
Labor Hours

Proposed Labor Hours - 82.79 hours/unit for Part ABC

Index
6/15/2018
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Labor Hours
Example – Actual Production History

Additional Examples
Good

Good

Bad

Index
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Labor Hours Examples – Basis of Estimate
 Labor BOE:
– BOE must include:
 Definition of the work to be performed
 Estimated methodology and rationale
 Source data
 Calculations
– Typically, labor BOEs would contain, but not be limited to, the following information:
 Work breakdown structure
 Period of performance showing start and stop dates
 Labor categories being priced, to include task descriptions
 Time-phased hours
 Name of person who estimated BOE
 Identification of any historical data utilized in the estimate
 Cost estimating relationships forming all or part of the estimate
 If man months are used, you must identify hour per man-month
Index
6/15/2018
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Other Direct Costs (ODC)
 Other direct costs (ODC)
– List other expenses not otherwise included under material and labor (e.g., travel, freight) and
provide basis for pricing.
– For example, the basis for travel would include the location, number of trips, number of people
attending and the estimated expenses for the travel.

Additional Examples
Good

Bad

FAR 15.408, Table 15-2, II.D

Index
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Nonrecurring Expenses (NRE)
 Nonrecurring Expenses (NRE)
– NRE refers to one-time costs that you would not normally see from proposal to proposal.
– Examples of NRE are as follows:
 Special tooling.
 New equipment.
 Equipment refurbishment.
 Hours and materials associated with increasing throughput capacity.
 Hours and materials to research, develop, design and test new processes.
 One-time review events.

Index
FAR 15.408, Table 15-2, II

6/15/2018

29

NRE
 As mentioned earlier, NRE charges must be broken out by cost element.
This means the material and labor components associated with the NRE
are clearly broken out.
– Material – any material associated with NRE should be supported by supplier quotes or POs.
– Labor – labor hours associated with NRE should have basis of estimates (BOE) that are broken
down by labor category and include detailed descriptions of the tasks that will be performed.

Additional Examples
Good

Bad

FAR 15.408, Table 15-2, II

Index
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Rates
 You must provide the basis for proposed labor rates and supporting data to
include budgetary and trend data. The basis may be a Forward Pricing Rate
Agreement (FPRA), Forward Pricing Rate Recommendation (FPRR) or a
Forward Pricing Rate Proposal (FPRP) recently submitted to the government for
review.
 Rates include direct labor, overhead, general and administrative expense (G&A)
and cost of money (COM).
 Raytheon has the capability to perform rate audits on suppliers in lieu of having
the DCAA do this.
 If you allow Raytheon to perform this rate audit, you need to provide the following
information:
– Explanation as to how the rates were calculated.
– Detailed documentation (financial statements, labor pools, listing of unallowable expenses, etc.) that
support the rate calculations.
– If the detailed documentation is based upon budgetary numbers, you will also need to provide three
years of your most current actuals to support your budgetary numbers.
– If budgetary numbers differ significantly from the most recent actuals, provide detailed explanations for
these differences.
Index
FAR 15.408, Table 15-2, II.C.
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Rate BOE Example
 The following is an example BOE for a specific rate scenario in a company’s (Widgets
Inc.) proposal offering. The example does not represent a BOE that covers all possible
scenarios or implies compliance for an offer’s specific instance. In practice, BOEs must
be written to provide rationale, supporting date, and calculations that represent how
business is currently or planned to be executed during the proposed period of
performance.

 Historical data used to develop the base direct and indirect rates and data used to
develop the proposed rates must be submitted with the proposal submission or the offer
must state how it will be made available. In the event access to audit the direct and
indirect rates is being denied to the prime contractor, a BOE is still required detailing how
the based and proposed rates are developed and stating specifically what is being
denied.

Index
FAR 15.408, Table 15-2, II.C.
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Rate BOE Example
Labor Rates
– Widgets Inc. does not have forward pricing rate agreements in place.

– To account for hours incurred and to cost those hours in the accounting systems, each direct
charging employee is assigned to a direct labor category. The direct labor rates by labor
category used in the proposal is the average hourly rate of all direct employees in each
respective labor category. (Table X provides the labor categories and associated bid codes.)
The average hourly rate for each labor category is constructed to include wages, overtime,
payroll taxes, worker compensation insurance, benefits, and paid time off and was computed
using the current discrete employee labor rates as of December 31, 2016. To forecast the labor
rate used for the period of performance (March 1, 2017 Through January 31, 2020) being
proposed, the based 2016 average rate by labor category was escalated by labor category. The
annual expected escalation for each category is based on the average salary adjustments by
category associated with proportions and merit increases from the most recent five fiscal years
(2011 – 2015) for that category.
– To determine the total unburdened labor cost, the average labor rate is applied against total
proposed hours for each labor category.
Index
FAR 15.408, Table 15-2, II.C.
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Rate BOE Example
 Indirect Rates
– Indirect rates include overhead, material overhead and general and administrative. The indirect
rates are calculated based on the projected budget for the next operating year with adjustments
for known changes, anomalies, and staffing changes from the previous fiscal year actual costs.
Indirect rates are prepared annually by fiscal year (September 1 through October 31). To
forecast the indirect rates used for the period of performance (March 1, 2017 Through January
31, 2020) being proposed, the based 2016 indirect rates were escalated using the average year
over year escalation computed from the most recent five fiscal years (2011-2015).

 Note: Must provide supporting data and show calculations for rate
development and any applied factors.

Index
FAR 15.408, Table 15-2, II.C.
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Rate BOE Example
 Labor Overhead %
– Labor overhead % = Overhead Expense Pool / Direct Labor Base
– Overhead Expenses = costs that cannot be directly identified with a finished product but contribute to
the product’s cost. They are the expenses that are not considered direct material or direct labor.
– Examples of labor overhead expenses are:
 Indirect labor (e.g., engineering/manufacturing supervisor wages)
 Engineering/Manufacturing employee related expenses
 Engineering / Manufacturing supplies
 Small tools (hammers, screw drivers)
 Software costs

Index
FAR 15.408, Table 15-2, II.C.
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Rate BOE Example
 Material Overhead %
– Material overhead % = Material overhead expense pool / Direct Material Base
– Material Overhead Expenses = costs that are associated with a company’s receipt and use of
materials in the production process. These expenses are different than the cost of direct materials that
become an integral part of the finished product.
– Examples of expenses that comprise the material overhead expense pool are:
 Expendable material (e.g., glue, adhesive, nails, nuts, bolts)
 Procurement
 Transportation
 Packaging/shipping/receiving
 Material control
 Material warehouse

Index
FAR 15.408, Table 15-2, II.C.
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Rate BOE Example
 General and Administrative %
– General and Administrative % = G&A Expense Pool / Direct & Indirect Manufacturing Expense

– General and administrative costs include the overall cost to manage the business. This type of
indirect cost relates to the company’s administrative and executive offices.
– Examples of G&A expenses are:
 Executives and staff
 Staff services such as legal and accounting
 Corporate charges
 Independent research and development (IR&D)
 Rent
 Selling and marketing expenses (e.g., commissions, travel, advertisement)
Index
FAR 15.408, Table 15-2, II.C.
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Allowable/Unallowable Costs
 FAR 31.204 discusses what are allowable costs to be charged to
U.S. government contracts
– Costs are allowable to the extent they are reasonable, allocable and determined to be allowable
under FAR 31.201, 31.202, 31.203 and 31.205.

 FAR 31.205 provides detail to what costs are allowable or unallowable
(52 clauses). This section of FAR does not cover every element of cost.
– Example of topics:
 Cost of Money (FAR 31.205-10)
 Depreciation (FAR 31.205-11)
 Entertainment Costs (FAR 31.205-14)
 Costs of Alcoholic Beverages (FAR 31.205-51)

Index
FAR 31.204 & 31.205
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Rates
 Facilities capital COM:
– When you elect to claim COM, submit
a completed form CASB-CFM
(Facilities Capital Cost of Money
Factors Computation) in accordance
with FAR 31.205-10. Also, complete
DD Form 1861 and include a copy in
your proposal submission. Both forms
can be found online at various
locations.

Index
FAR 15.408, Table 15-2, II.F.
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Summary
 In summary, all noncompetitive, noncommercial proposals valued at more than
$2,000,000 are required to include the following information:
Required Items
Supplier Proposal Adequacy Checklist
Cover Sheet — SF1411 or equivalent
Index
Cost Element Breakdown
Summary Cost Element Breakdown
Material
Labor
ODC
NRE

FAR Reference
Raytheon Policy
FAR 15.408, Table 15-2, I.A.
FAR 15.408, Table 15-2, I.B.
FAR 15.408, Table 15-2, I.D.
FAR 15.408, Table 15-2, I.E.
FAR 15.408, Table 15-2, II.A.
FAR 15.408, Table 15-2, II.B.
FAR 15.408, Table 15-2, II.D.
FAR 15.408, Table 15-2, II

 Sufficient rationale and supporting documentation to support each of the
proposed cost elements is also required.
 Obtaining adequate supplier proposals is always on the critical path, since
Raytheon cannot submit its proposal to the government until it has received
adequate proposals from its subcontractors. Therefore, it is critical that adequate
supplier proposals are obtained as quickly as possible.
Index
6/15/2018
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Other Types of Proposals
 Commercial item proposals.

 Change proposals.
 The following slides are only applicable in certain situations.

Index
6/15/2018
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Commercial Items (if applicable)
 Commercial Items – if you or one of your suppliers is providing a
commercial part, cost or pricing data and a cost analysis is not required.
However, you must demonstrate that the part is commercial and that the
price is reasonable.
– A commercial item is any item other than real property, that is a type customarily used by the
general public or by a nongovernment entity.
 Has also been sold, leased or licensed to the general public, or
been offered for sale, lease, or license to the general public.
– A final commercial determination is made by the government contracting officer. If the item is
deemed to not be commercial the supplier is required to submit a complete proposal that
includes cost and pricing data.

Index
FAR 2.101 and FAR 15.403
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Commercial Items (if applicable)
 If you claim one or more of your parts are commercial, you need to
support your position by providing the following information:
– Copies of applicable portions of a company catalogue or website address that shows the item
with a description and unit price.
– Show that these items can be purchased by the general public or nongovernment agency.
– If a website or catalogue is not available, copies of invoices showing the sale of these items to
nongovernment entities is sufficient.

Index
FAR 2.101 and FAR 15.403
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Commercial Items (if applicable)
 Raytheon policy requires suppliers to complete an Raytheon Supplier
Proposal Adequacy Checklist (sent with the RFP) for all proposals where
the supplier claims its parts are commercial.
 An example of the Supplier Proposal Adequacy Checklist for commercial
items is provided on the next slide.

Raytheon Policy
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Commercial Items (if applicable)

Back

SPAC File
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Change Proposals
 This section of Table 15-2 describes the format and estimating approach
we are required to use when developing a proposal to modify an existing
contract. In addition to the cost element breakdowns required as
described in the previous slides, when there is a modification or change
proposal, FAR also requires the following table to be inserted into your
proposal:
Cost
Elements

Cost of
Estimated
Deleted Work Net Cost to Cost of Work Net Cost of
Costs of All
Already
Be Deleted
Added
Change
Work Deleted
Performed

(1)

(2)

(3)

(4)

(5)

(6)

Reference

(7)
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Change Proposals
B. Change orders, modifications and claims
Cost
Elements

Cost of
Estimated
Deleted Work Net Cost to Cost of Work Net Cost of
Costs of All
Already
Be Deleted
Added
Change
Work Deleted
Performed

(1)

(2)

Column 2 includes
the cost of all work
deleted. This
includes cost of work
deleted already
performed (amount in
column 3) and cost of
work deleted not yet
performed (column 4).

(3)

(4)

Column 3 includes the
cost of deleted work
already performed.
This amount will not be
included in the credit
(delete) adjustment
amount (e.g., we will
not give back for costs
already incurred).

(5)

(6)

Column 4 includes cost for
deleted work not yet
performed – must be priced
using current estimates (but
the current estimate may be
the same as the original
estimate) – it is developed
similar to a normal “add”
proposal with a few exceptions.

Reference

(7)

Column 5
includes
the cost of
the new
work and is
developed
as we do
any other
proposal.
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Change Proposals
 Detail for columns listed on previous page:
1) Enter appropriate cost element.
2) Enter current estimates of what it would take to complete the deleted work that has not yet
been performed.
3) Enter incurred cost of deleted work already performed. This should be based on actuals and
copies to support these actuals should be included in the proposal.
4) Enter the net cost to be deleted (Column 2 minus Column 3).
5) Enter your estimate for cost of work added by the change.
6) Enter the net cost of change (Column 5 minus Column 4).
7) Identify where in your proposal the supporting documentation and basis of estimate can be
found for each of these sections.
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Change Proposals
 For purposes of determining if a proposal and cost or pricing data are
required from individual suppliers on a change proposal, the absolute
value of the “delete” amount plus the “add” amount is computed for each
supplier that exceeds $2,000,000.
 Remember from FAR 15.403-4(b) – If the absolute value for an individual
supplier exceeds $2,000,000 and the supplier is either an actual supplier
(will continue to provide parts/services on this contract) or is a prospective
supplier (is expected to provide parts/services on this contract), the
supplier is required to provide a proposal and cost or pricing data in
support of the change proposal.
 Deleted amount is our current estimate (generally not the original contract
value unless it is our current estimate).
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Change Proposals
 If a supplier’s quantities are changing due to a modification, the net delete
or add amount is used to determine if the supplier exceeds the
$2,000,000 threshold.
 The estimator should not consider the old quantity as the delete and the
new quantity as the add (e.g., in computing the absolute value) when
determining if the supplier exceeds the threshold in cases where
quantities are changing.
 The development of the appropriate deletion is not simply the estimated
cost of the deleted quantity – this will overstate the credit.
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Change Proposals: Cost of Work
Deleted for a Partial Deleted Quantity
 In cases where part of a material quantity is being deleted (e.g.,
original contract requires 100 widgets and the contract is modified to
delete 30 of them), one method of estimating the amount of the delete is:
1) Develop a current estimate of the extended cost for the item(s) given the original quantity.
2) Develop a current estimate of the extended cost for the items(s) at the lower (remaining)
quantity.
3) The delta between these two values represents the amount of the delete.

 The same method can be used if the contract is modified to increase a
quantity for a part.
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Appendix
 The following section contains examples (both good and bad) of the
different proposal elements when cost or pricing data is required.
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Cover Sheet — Bad

Missing
Administration
Office Information
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Cover Sheet — Good
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Index — Bad
Receiving proposals
like this, without an
index, makes it very
difficult and does not
meet the regulation.
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Cost Element Breakdown — Bad

All elements are listed at price – they have to be listed at cost
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Cost Element Breakdown — Good
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Summary Cost Element Breakdown — Bad

Cost elements such as labor, material, etc.,
need to be visible in this breakdown
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Summary Cost Element Breakdown — Good
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Bill of Material — Bad
There are
no part
numbers.
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Bill of Material – Bad
There are
no suppliers
listed
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Bill of Material – Good
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Consolidated Bill of Material — Bad

Putting the BOMs on the same page is
not enough – they have to be combined
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Consolidated Bill of Material — Good

Consolidated BOMs make it easy to identify total
material by supplier as well as the total quantity
required for each material for the whole proposal
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Labor — Bad

There are no BOEs or actuals to support
how these hours were developed
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Labor — Good
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Labor — Good
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ODC — Bad

There needs to be more detailed BOEs to
support these proposed costs
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ODC — Good
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NRE — Bad

There needs to be more detailed BOEs to
support these proposed costs
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NRE — Good
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Time Phase — Good
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Time Phase — Good
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Supplier Proposal Adequacy Checklist
 The Supplier Proposal Adequacy
Checklist is accessed from the
external Raytheon supplier website.
– Click the image on the right to access the
website and the circled link for the checklist.

 Additional supplier proposal
guidance and resources are
available (information, templates
and tools to assist in building a
FAR compliant proposal).
– Supplier proposal guidance:
 Table 15-2 Proposal Guide – Provides
required structure and content along with
example Excel worksheet.
 Supplier proposal adequacy
guidelines – Copy of this training session.
– Raytheon document templates:
 Supplier proposal adequacy checklist.
 Contract pricing proposal cover
sheet – Actual cover sheet with ability to fill
in appropriate data fields.
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