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Price Evaluation for Sole Source and 
Competitive Suppliers 
§ TodayÕs Environment 

Ð New DOD Contract Structure 

§  Intent of the new DOD Contract structure 
§ Competitive and Single Source Procurements 

§ Competitive Bids Ð Process 
§ Competitive Bids Ð Things to Consider 

§ Single/Sole Source Procurements 
§ Conclusion 
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New DOD Contract Structure  
§ Purpose 

Ð Affordability within the Supply Base  
Ð Better buying power 

§ Gates initiative 
Ð $100 billion in savings in the next five 

years 
Ð Reinvest in weapons modernization. 

ÒThe key is to modernize our weaponry 
with solid, affordable programs.Ó 

Ð Affordability is the key to success 
§ Better buying power guidance: DoD  
memorandum issued Sept. 14 
Ð 23 principal actions for DoD acquisition 

senior leadership 

4/19/11 

Affordability is Key 

Robert M. Gates 
Secretary of Defense 

Ashton B. Carter 
Under Secretary of 

Defense for Acquisition,  
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Intent of the New DoD Contract 
Structure 

§ Target Affordability and Cost Growth 
§ Incentivize Productivity and Innovation in 
Industry 

§ Promote Real Competition 
§ Improve Tradecraft in Service Acquisition 
§ Reduce non-productive Processes and 
Bureaucracy 

 

4/19/11 
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New DoD Contract Structure 
§ Approach 

Ð Fixed price incentive firm target 
Ð 50/50 share line 
Ð 120% ceiling 

§ Over 20% overrun will be reviewed  
§ What does this mean to our supplier  
partners? 
Ð Potential change in future subcontracting 
Ð Added risk and pressure to perform 

flawlessly 
Ð The need for first-time quality products 

4/19/11 
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§ FAR Provisions dictate: 
Ð  “….that contracting officers shall promote and 

provide for full and open competition in soliciting 
offers and awarding Government contracts.”  

§ New Guideline States that it will ÒPromote Real 
CompetitionÓ 

Ð Remove obstacles to competition 
¥ Allow reasonable time to bid 

¥ Require non certified cost and pricing data on single 
offers 

¥ Require open system architectures and set rules for 
acquisition of technical data rights 

Ð Increase dynamic small business role in defense 
marketplace competition 

 

Competitive and Single/Sole Source 
Procurements 
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§ Source Selection Kickoff 
Ð  The Contracting Officer leads the source selection kickoff 

meeting to train and brief team members 
Ð The basis of the source selection will be decided  

¥ Lowest Price or Best Value 
Ð If Best Value, criteria is established 

Ð  The Source Selection Team reviews the solicitation 
§ Evaluation / Analysis 

Ð Technical evaluations 
Ð Past Performance Evaluation 

Ð Cost/Price Analysis 

 

Competitive Bids – Process 
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§ Discussion 
Ð Discussions are held with the Suppliers within the 

competitive range  
Ð Final revised offers are requested, evaluated, and 

documented in accordance with the approved procedures 
§ Selection / Award 

Ð The Source Selection Authority (SSA) selects the most 
advantageous offer 

§ Post Award 
§ The Contracting Officer debriefs unsuccessful Offerors 

 

Competitive Bids - Process 
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§ Costs 
Ð Is there any variability in Supplier quotes?  

¥ Variability in cost may mean the Suppliers did not understand 
the scope 

Ð Review Material BOM costs as well as the labor costs if 
they are provided 

¥ Perform Should Costs in advance to validate pricing 

§ Technical Capability 
Ð Discussions should determine and validate Supplier 

capability 
§ Risks 

Ð Determine the risks the SupplierÕs solution will create and 
the costs of mitigation 

 

Competitive Bids – Things to Consider 
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§ When does a Single/Sole Source apply? 
Ð When the supplies or services required by the 

Contracting agency are available from only one 
responsible source 

Ð Supplies may be deemed to be available only from the 
original source in the case of a follow-on contract 

Ð Substantial duplication of cost to the Government that is 
not expected to be recovered through competition 

Ð Unusual and compelling urgency 

 

Single/Sole Source Procurements 
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§ Key Elements of the Single Source to Manage costs 
Ð Technical Definition 

¥ Ensure the Supplier Statement of Work, Specs, and drawings 
are complete and understood 

¥ Identify and track open items (TBDs) in the technical 
definition for closure 

Ð Understand the impacts of future clarifications of the TBDs 

¥ Ensure the requirements have been accurately flowed from 
the Customer 

Ð Identify the ÒderivedÓ requirements that will flow through to 
the Subcontractor 

 

Single/Sole Source Procurements 
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§ Key Elements of the Single Source to Manage costs 
Ð Costs 

¥ Perform should cost analysis to validate initial proposal costs 
¥ Perform detailed factfinding 

¥ Challenge areas of Ònice to haveÓ vs. real requirements 

¥ Ensure costs include risk and opportunity management 

Ð Negotiations 
¥ Conduct open negotiations 

Ð Know when to ask for help 

Ð Profit 
¥ Understand the new initiatives 

Ð Recommends an aggressive approach relating to risk  
Ð Recommends a change to the Òweighted guidelinesÓ criteria 

 

Single/Sole Source Procurements 
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§  Evaluations require in depth knowledge of the 
Technical Requirements 
§  Should Cost analysis will validate Supplier pricing 

§  Flow through of requirements is critical to protect 
from scope creep 

§  Prepare for a very competitive environment 

 

Conclusion 
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Questions and Answers 
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Backup 
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FAR 15.404-3 
§ 15.404-3  Subcontract pricing considerations.  
(a) The contracting officer is responsible for the determination of price 

reasonableness for the prime contract, including subcontracting costs. The 
contracting officer should consider whether a contractor or subcontractor 
has an approved purchasing system, has performed cost or price analysis 
of proposed subcontractor prices, or has negotiated the subcontract prices 
before negotiation of the prime contract, in determining the reasonableness 
of the prime contract price. This does not relieve the contracting officer 
from the responsibility to analyze the contractorÕs submission, including 
subcontractorÕs cost or pricing data.  
 (b) The prime contractor or subcontractor shall—  
  (1) Conduct appropriate cost or price analyses to establish the 
reasonableness of proposed subcontract prices;  

(2) Include the results of these analyses in the price proposal; and  
(3) When required by paragraph (c) of this subsection, submit subcontractor 

cost or pricing data to the Government as part of its own cost or pricing 
data.  


